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NOTICE TO THE PUBLIC
BOARD OF DIRECTORS’ AND STANDING COMMITTEES’
REGULAR MEETING
JUNE 23, 2011
BOARD ROOM
WATER AUTHORITY HEADQUARTERS BUILDING
4677 OVERLAND AVENUE, SAN DIEGO, CALIFORNIA
1.

UNIFIED AGENDA: This unified agenda provides a brief description of each item to be
considered by the Board and its Administrative and Finance, Engineering and Operations,
Imported Water, Legislation, Conservation and Outreach, and Water Planning Committees. For
convenience, the agenda for each of the Committees and for the formal Board meeting are stated
separately; however, all agendas shall be considered as a single agenda and any item listed on the
agenda of any Committee may be acted upon by the Board. All items on the agenda of any
Committee, including information items, may be deliberated and become subject to action by the
Board.

2.

DOCUMENTS: Staff reports and any other public information provided to the Board or
Committee before the meeting relating to items on the agenda are available for public review at
the San Diego County Water Authority 4677 Overland Avenue San Diego, CA 92123 during
normal business hours. Additional documents may be distributed at the meeting. Copies of
individual items, including the background information, are available through the Clerk of the
Board at (858) 522-6614.

3.

MEETING TIMES: The morning session of Standing Committees will commence at
9:00 a.m. on June 23, 2011 the afternoon session of Standing Committees will commence at
1:00 p.m. Please see the meeting schedule. The full Board will convene in formal session at
3:00 p.m. or as soon thereafter as the last Committee meeting is completed.

4.

ACTION AT COMMITTEE MEETINGS: Committee meetings are also noticed as
meetings of the Board because a quorum of the Board may be present. Members of the Board
who are not members of the Committee may participate in the meeting, but only members of
the Committee may make, second or vote on any motion or other action of the Committee
unless the Board determines to convene for consideration of action on an item or items on the
Committee agenda. If a quorum of the Board is present during a Committee meeting, upon
approval of a motion by any Board member to convene for consideration of action on an item
or items on the Committee agenda, the Board may take action on that item or items. If the
Board takes action on an item during a Committee meeting, the matter will not be subject to
further action at the Formal Board meeting unless a motion to reconsider is approved
according to the provisions of the Water Authority Administrative Code. Persons interested
in an item and wishing to hear the staff report, present oral or written comments and hear the
deliberations should attend the Committee meeting. Closed Sessions also occur at
Committee meetings and may not be repeated at the formal Board meeting.

5.

CONSENT CALENDAR: The agenda contains items listed on a consent calendar which is for
matters considered routine or otherwise not requiring further deliberation. A committee or the
Board will take action as recommended by one motion. There will be no individual discussion on
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such items prior to the vote unless an item is removed for discussion. If a member of the public
wishes to talk about a consent calendar item, please notify the Chair before the calendar is called.
Persons who wish to be heard on an item are encouraged to speak before the assigned committee.
6.

PUBLIC HEARINGS: It is not necessary to notify the Chair if a member of the public wishes
to speak on items listed on the agenda as public hearings. Public hearings will begin at the time
stated in the notice, or as soon thereafter as the matter can be heard. When the Chair opens the
hearing, upon invitation of the Chair, step to the podium and begin by giving your name and
address for the record. Each speaker has 3 minutes to address the Board.

7.

PUBLIC COMMENT ON MATTERS NOT ON THE AGENDA: The agenda provides an
opportunity for members of the public to address the Committees and Board on matters of interest
within the jurisdiction of the Committee or Board that are not listed on the agenda. The Brown
Act does not allow any discussion or action by the Board or staff on matters raised during public
comment except: 1) to briefly respond to statements made or questions posed; 2) ask a question
for clarification; 3) receive and file the matter; 4) if it is within staff's authority, refer it to them for
a reply; or, 5) direct that it be placed on a future board agenda for a report or action.
A reasonable amount of time will be allocated by the Chair for public comment. Persons wishing
to speak should notify the Chair before the meeting by filling out a "Speaker Request Form" and
give it to the secretary. Individual speakers are requested to be as brief as possible and are
encouraged to address the appropriate committee who is best able to respond. When the Chair
calls, please immediately step to the podium and begin by giving your name and address for the
record. Each speaker has 3 minutes to address the Board.

8.

PUBLIC COMMENT ON AGENDA ITEMS: Persons wishing to speak to an item that is
listed on the agenda should notify the Chair before the meeting by filling out a speaker request
form and giving it to the secretary. Step to the lectern when asked to do so by the Chair and begin
by giving your name and address for the record. Remarks should be limited to three minutes.

9.

INFORMATION ITEMS: Items are listed on the agenda as information based on staff's
judgment. Circumstances or the committee's or Board's judgments may require deliberation or, if
necessary, action on these items. Any member of the public with an interest in one of these items
should review the background material and request information on the possible action that could
be taken.

10.

ASSISTANCE FOR THE DISABLED: If you are disabled in any way and need
accommodation to participate in the Board meeting, please call the Clerk of the Board at (858)
522-6614 for assistance at least three (3) working days prior to the meeting so the necessary
arrangements can be made.

11.

RULES GOVERNING MEETINGS: The Water Authority’s Administrative Code Chapter
2.00 governs conduct of meetings of the Board and the Committees. The Administrative Code is
available on line at www.sdcwa.org or at the Water Authority Headquarters.
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MEETING SCHEDULE
JUNE 23, 2011

MORNING SESSION

9:00 a.m. to 12:00 p.m.

Imported Water
Administrative and Finance

Estimated time: 1 hour 25 minutes
Estimated time: 1 hour 30 minutes

LUNCHEON FOR DIRECTORS

12:00 p.m. – 1:00 p.m.

AFTERNOON SESSION

1:00 p.m. – 3:00 p.m.

Engineering and Operations
Water Planning
Legislation, Conservation and Outreach

Estimated time: 55 minutes
Estimated time: 35 minutes
Estimated time: 20 minutes

FORMAL BOARD MEETING

3:00 p.m.

*

Time estimates are for convenience only and do not constitute part of the schedule.
The first morning session will commence at 9:00 a.m., and the following morning
sessions may start at any time after 9:00 a.m. The first afternoon session will
commence at 1:00 p.m., and the following afternoon sessions may start at any time
after 1:00 p.m. The Board meeting will start no earlier than 3:00 p.m., or following the
conclusion of the last committee meeting.
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IMPORTED WATER COMMITTEE
AGENDA FOR
JUNE 23, 2011

Mark Watton – Chair
Gary Arant – Vice Chair
Yen Tu – Vice Chair
Jim Bond
Jim Bowersox
Lynne Heidel
Bill Knutson
Keith Lewinger

I.

1.

Roll call – determination of quorum.

2.

Additions to agenda (Government Code Section 54954.2(b)).

3.

Public comment – opportunities for members of the public to address the
Committee on matters within the Committee’s jurisdiction.

4.

Chair’s report.
4-A Directors’ comments.

CONSENT CALENDAR
1.

II.

Bud Lewis
John Linden
Ralph McIntosh
Ron Morrison
Fern Steiner
Barbara Wight
Doug Wilson

Approve agreement with Brownstein Hyatt Farber Schreck, LLP,
for special counsel services for fiscal years 2012 and 2013.
Staff recommendation: Authorize General Counsel to execute an
agreement for legal and other professional services with Brownstein
Hyatt Farber Schreck, LLP for fiscal years 2012 and 2013. (Action)

ACTION/DISCUSSION
1.
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Metropolitan Water District Issues and Activities update.
1-A Metropolitan Water District Delegates report.
(Information) (pickup packet)

Dan Hentschke

2.

III.

IV.

V.

1-B

Update on Metropolitan Water District’s 2010 Blue Ribbon
Committee report. (Information) (This item was
continued from the April 28, 2011 Board meeting).

Meena Westford

1-C

Metropolitan Water District’s termination of funding
agreements with the San Diego County Water Authority.
(Information)

Amy Chen

Colorado River Programs.
2-A
Colorado River Board representative’s report.
(Information) (pickup packet)

Bill Knutson

INFORMATION
1.

Colorado River Binational Discussions report.

Halla Razak

2.

Metropolitan Water District Program report.

Amy Chen

CLOSED SESSION
1.

CLOSED SESSION:
Conference with Legal Counsel – Existing Litigation
Government Code §54956.9(a) – SDCWA v Metropolitan Water
District of Southern California;
Case No. CPF-10-510830

Dan Hentschke

2.

CLOSED SESSION:
Conference with Legal Counsel – Existing Litigation
Government Code §54956.9(a)
Name of Case: QSA Judicial Council Coordination
Proceeding No. 4353

Dan Hentschke

ADJOURNMENT
Doria F. Lore
Clerk of the Board

NOTE:

This meeting is called as an Imported Water Committee meeting. Because a quorum of the Board may be present, the meeting is also
noticed as a Board meeting. Members of the Board who are not members of the Committee may participate in the meeting pursuant to
Section 2.00.060(g) of the Authority Administrative Code (Recodified). All items on the agenda, including information items, may be
deliberated and become subject to action. All public documents provided to the committee or Board for this meeting including materials
related to an item on this agenda and submitted to the Board of Directors within 72 hours prior to this meeting may be reviewed at the San
Diego County Water Authority headquarters located at 4677 Overland Avenue, San Diego, CA 92123 at the reception desk during normal
business hours.
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June 15, 2011
Attention:

Imported Water Committee

Approve agreement with Brownstein Hyatt Farber Schreck, LLP, for special counsel
services for fiscal years 2012 and 2013 (Action)
Purpose
To continue the special counsel services for the QSA litigation, the MWD rate litigation, the IID
water transfer and MWD Program support for the next two fiscal years.
Staff recommendation
Authorize General Counsel to execute an agreement for legal and other professional services
with Brownstein Hyatt Farber Schreck, LLP for fiscal years 2012 and 2013.
Alternatives
1.
Do not approve the agreement and terminate the services of Brownstein Hyatt
Farber Schreck, LLP.
2.
Direct negotiation of an agreement upon different terms.
Fiscal impact
Funds for retainer services for MWD Program support are included in the MWD Program budget.
Funds for QSA implementation services are contained in the Colorado River Program budget. All
other legal services are included in the General Counsel's budget. The agreement continues, without
increase, the monthly retainer for MWD Program services, and the hourly rates for other services in
effect under the current services agreement.
Background
Brownstein Hyatt Farber Schreck, LLP provides special counsel for the Water Authority in the QSA
litigation, the MWD rate litigation, the IID water transfer, and provides additional legal services as
requested by the General Counsel. The firm also provides support services to the MWD Program.
Brownstein (successor by merger to Hatch & Parent) assisted in the negotiation and drafting of the
IID/SDCWA Agreement for Transfer of Conserved Water and the QSA and its related agreements.
The firm also represented the Water Authority at the State Water Resources Control Board hearing
that approved the IID water transfer. Regular special counsel services are provided at an hourly rate
for work as requested by the General Counsel. Since July 1999, the firm also has provided retainer
services in support of the Water Authority’s MWD Program. Retainer services in support of the
MWD Program are managed by the MWD Program Chief. All other services are managed by the
General Counsel.
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Imported Water Committee
June 15, 2011
Page 2 of 2
Previous Board Action: In June 2009, the Board approved the contract amendment under which
Brownstein is providing legal services. The contract was further amended by Board action in July
2010.
Discussion
Brownstein is currently providing legal services in four primary ongoing areas: representation of the
Water Authority in the QSA litigation; the MWD rate litigation, the IID/SDCWA water transfer
agreement; and MWD Program support. Liz Rothman is the lawyer primarily responsible for the
QSA litigation. Chris Frahm is a member of the MWD rate litigation team. Scott Slater is primarily
responsible for the QSA implementation, including the water transfer agreement with IID. Ms.
Frahm also provides retainer services in support of the MWD Program. The hourly rate for all
services will remain unchanged under the proposed agreement. The amount of monthly retainer will
continue at $25,792. The monthly retainer is fixed for the contract term. To effectively manage
time spent on the MWD Program, Brownstein prepares and provides to the MWD Program Chief
a confidential monthly summary of work performed and time spent. An amendment would
require prior Board approval. In addition, the agreement provides a budget to cover 15 as-needed
“full-day” assignments, typical of travel to meetings in Los Angeles, at a discounted rate of
$2,500/day, at the Water Authority’s discretion during the two-year period. Direct litigation work
provided by Ms. Frahm as a member of the General Counsel’s litigation team is paid on an hourly
basis in the same manner as other regular services under the Brownstein contract.
Brownstein also provides services to public agencies and private clients throughout California and
the nation. As required by the rules of professional conduct for attorneys, Brownstein has provided
a confidential letter disclosing potential conflicts of interest. The General Counsel transmitted the
letter to the Board by separate communication. If the Board approves the agreement, it would be
consenting to the concurrent representation as set forth in the confidential disclosure letter.

Prepared by:
Reviewed by:
Attachment:
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Daniel S. Hentschke, General Counsel
Amy Chen, MWD Program Chief
Maureen A. Stapleton, General Manager
Agreement for legal services.

DRAFT AGREEMENT
AGREEMENT
FOR LEGAL AND OTHER PROFESSIONAL SERVICES
BETWEEN SAN DIEGO COUNTY WATER AUTHORITY
AND BROWNSTEIN HYATT FARBER SCHRECK, LLP
(FY 2011-2012 / 2012-2013)
This agreement is for continued provision of legal and other professional services to the
San Diego County Water Authority (“Water Authority”) by Brownstein Hyatt Farber Schreck,
LLP (“Special Counsel”).
GENERAL SCOPE OF WORK
1.
Special Counsel will provide two classes of services, Regular Service under the
supervision and direction of the Water Authority General Counsel, and Retainer Services under
the supervision and direction of the Water Authority General Manager.
2.
Regular Services include, without limitation, legal advice, counsel and
representation of the Water Authority and its officers and employees, with respect to the
following matters:
a.
Performance, administration, implementation, amendment, or defense of
the Quantification Settlement Agreement, and all contracts and agreements
referenced therein or related thereto to which the Water Authority is a party or in
which the Water Authority has a beneficial interest, and defense of all actions and
decisions of the Water Authority relating to the approval thereof, including
representation of the Water Authority in litigation, arbitration, or administrative
proceedings;
b.
Performance, administration, implementation, amendment or defense of the
Agreement for Transfer of Conserved Water by and between Imperial Irrigation
District and San Diego County Water Authority, dated April 29, 1998, as
amended, including representation of the Water Authority in litigation, arbitration,
or administrative proceedings;
c.
Advise and counsel upon request or under supervision of the General
Counsel with respect to litigation between the Water Authority and the
Metropolitan Water District of Southern California; and
d.
Other legal services as requested by the General Counsel provided Special
Counsel consents in writing, including electronic mail, to provide such services.
Because of the variability of time and complexity of the issues within the scope of services,
Special Counsel will consult regularly with the General Counsel regarding the appropriate level of
effort to accomplish the work.
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3.
Retainer Services include, without limitation, advice, counsel and representation
relating to MWD programs as follows:
a.
MWD Team Efforts: As part of the Water Authority MWD Team, prepare
for and attend MWD Staff Team meetings and the monthly Board Officers/MWD
Delegates meeting;
b.
MWD Meeting Preparation: Review MWD board agenda and reports,
correspondence and background information;
c.
MWD Work Plan Updates and Implementation: Working under the general
direction of the MWD Program Chief, prepare periodic updates, additions, or
modifications of the strategic plan for advocating the Water Authority’s interests
as a member agency of MWD, and execute implementation actions as requested by
the MWD Program Chief;
d.

Outreach, Advocacy and Contacts:
i.
Communicate with MWD board members and staff, and other third
parties as requested, regarding MWD activities, actions, policies and plans
as they pertain to the Water Authority’s MWD Work Plan and strategic
objectives;
ii.
Work with the Water Authority’s MWD Delegates, Board Officers
and staff to facilitate the authority’s advocacy program, and local agency
and stakeholders outreach as requested.

e.

Additional services as requested by the MWD Program Chief.
PROVISIONS APPLICABLE TO REGULAR SERVICES

4.
Regular Services will be provided as directed by the General Counsel and
coordinated through Special Counsel’s managing partner, except that the General Counsel may
direct services described in section 2. a. and b. directly through Scott Slater, or Lisabeth
Rothman, or in section 2. c. directly through Christine Frahm.
5.
The hourly rate for Regular Services by Special Counsel will be the rates in effect
on June 30, 2011 under the agreement in effect on that date between the parties for professional
services and on file with the General Counsel.
6.
The Water Authority Standard Billing Guidelines for Legal Services attached
hereto, are incorporated into this agreement by this reference, and shall apply to the provision of
Regular Services.

2
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PROVISIONS APPLICABLE TO RETAINER SERVICES
7.
Retainer Services will be provided by Christine Frahm. The Water Authority’s
MWD Program Chief is the General Manager’s representative for management of Retainer
Services.
8.

Retainer Services are subject to the following:
a.
For all Retainer Services, Special Counsel shall receive a monthly fee of
$25,792. The retainer fee is full compensation for the Retainer Services including
professional services, administrative and overhead costs; however, Special Counsel
shall also be reimbursed, in arrears, for documented actual, necessary expenses
incurred in connection with the provision of Retainer Services in accordance with
the General Provisions Applicable to All Services.
b.
Retainer Services are provided without regard to the amount of time
actually spent on any particular assignment, but the parties assume an average
monthly workload of approximately 62 hours. To effectively manage time within
the expectation of the parties, Special Counsel will prepare and provide to the
MWD Program Chief, on or before the first business day of each month, a
confidential summary of work performed and time spent during the prior month.
c.
In addition to the services provided under subparagraphs a. and b., at the
direction of the MWD Program Chief, Special Counsel will provide up to 15 “full
day” assignments at a discounted rate of $2,500/day, plus documented actual,
necessary expenses of travel and subsistence. “Full day” services will be limited to
attendance at MWD meetings, meetings with MWD member agency
representatives, meetings with MWD stakeholders, meetings with local, state, and
federal representatives, and other similar “full day” activities outside San Diego
County. “Full day” services will be provided without regard to the number of
hours actually spent providing the services that day. Direction for “full day”
service will be confirmed by the MWD Program Chief in writing or by email.
GENERAL PROVISIONS APPLICABLE TO ALL SERVICES

9.
The monthly retainer fee is due as of the fifteenth day of each calendar month.
Invoices for Retainer Services will be submitted to the MWD Program Chief, with a copy to the
General Counsel, and include the retainer fee for the current month plus the amount of
reimbursable expenses, if any, incurred during the prior month. All invoices for Regular Services
will be submitted to the General Counsel. Except for payment of the monthly retainer, which is
due on the fifteenth day of each calendar month, the Water Authority generally will process and
pay bills within 30 days from receipt. For purposes of administering billing questions, issues and
payment the General Counsel will coordinate with Special Counsel's Santa Barbara offices. Travel
costs, including transportation and meals, will be reimbursed according to the Water Authority’s
policy for reimbursement of travel and meal expenses for employees, not to exceed actual cost.
3
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Any travel with an estimated expense of $500 or more requires advance approval of the General
Counsel for Regular Services and the MWD Program Chief for Retainer Services. Travel
expenses incurred for services within the county of the home office of the Special Counsel
attorney or employee incurring the travel expense are not reimbursable.
10.
Water Authority acknowledges that any oral or written estimate of fees for the
engagement is only an estimate and the actual fees and costs of the engagement may vary
materially from such estimate. Water Authority agrees to pay the actual fees and costs billed for
the engagement. It is difficult to determine, at the beginning of a matter, the full extent of the
appropriate and necessary legal services because much of Special Counsel’s work may depend
upon the responses of other parties or agencies, or upon facts not yet known. Special Counsel’s
services shall not be a fixed fee, but rather all work shall be billed on an hourly rate and the fees
will be based on the time actually devoted to the matter including consultations, correspondence,
meetings, telephone calls, negotiations, factual investigations and analysis, legal research and
analysis, document preparation and revision, travel away from the office on the Water Authority’s
behalf, and all work related to the matter.
Special Counsel acknowledges that the Water Authority has retained its services to obtain
the highest quality service at a reasonable price. Consequently, Special Counsel will endeavor to
provide services as economically as reasonable, consistent with the provision of high caliber legal
services and its professional responsibilities. Special Counsel hereby undertakes to diligently
perform legal services more particularly described above. Although Special Counsel promises to
perform its professional services to the best of its attorney’s abilities, it cannot make and has not
made any guarantees regarding the outcome. Expressions about the outcome of the matter are
professional estimates only, and are limited by the knowledge at the time those expressions are
made. Special Counsel will be compensated for the time and effort it devotes to a matter and not
for any particular result.
11.
Communications between Special Counsel and the Water Authority are privileged.
Special Counsel will provide to the Water Authority upon request all information and material
acquired and generated by Special Counsel during the course of Special Counsel’s engagement,
including work product, identities and opinions of consultants and expert witnesses, and any other
information pertaining to this matter. Special Counsel agrees to protect confidential information
and communications against disclosure, unless such disclosure is authorized in writing by the
Water Authority General Manager or General Counsel or compelled by duly issued subpoena.
Special Counsel shall advise the Water Authority of any request for disclosure of information or
of any actual or potential disclosure of information. Special Counsel will protect such information
using a reasonable degree of care as is used to protect its own confidential information of like
nature. Special Counsel agrees to protect confidential information disclosed under this agreement
in both (a) a tangible form, clearly labeled confidential at the time of disclosure, and (b) in nontangible form, such as oral communications. This agreement covers all confidential information
Special Counsel has obtained from the Water Authority before execution of the agreement and
may obtain in the future. Special Counsel’s obligations regarding confidential information shall
survive the termination of this agreement. The provisions of this paragraph shall apply to all of
Special Counsel’s officers, employees and agents.
4
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12.
During the course of this engagement, communications may occur through sending,
receiving or exchanging electronic versions of documents and e-mails using commercially available
computer software and Internet access. Water Authority intends that these communications be and
remain confidential unless disclosure is specifically and intentionally authorized by it. Also, Special
Counsel and the Water Authority acknowledge that the Internet is occasionally victimized by the
creation and dissemination of so-called viruses, or similar destructive electronic programs. Special
Counsel and the Water Authority take issues raised by these viruses seriously and have invested in
document and e-mail scanning software that identifies and rejects files containing known viruses.
Special Counsel agrees to update its system with the software vendor’s most current releases at regular
intervals. Because of operation of the virus scanning software the respective computer systems of the
parties may occasionally reject a communication. The parties acknowledge that this occurrence is to be
expected as part of the ordinary course of business. Because the virus protection industry is generally
one or two steps behind new viruses, neither party can guarantee that its respective communications
and documents will be virus free. Occasionally, a virus will escape and go undetected as it is passed
from system to system. Although each party will use all reasonable efforts to assure that its
communications are virus free, neither party warrants that its documents will be virus free. Each party
agrees to advise the other if it discovers a virus in its respective system that may have been
communicated to the other party.
13.

a.
To the fullest extent permitted by law, Special Counsel shall (1)
immediately defend, and (2) indemnify the Water Authority, and its directors,
officers, and employees from and against all liabilities regardless of nature or type
arising out of or resulting from the alleged negligent or wrongful act or omission
of Special Counsel or its officers, employees, agents, or subcontractors relating to
or arising from performance of services under this agreement. Liabilities subject to
the duties to defend and indemnify include, without limitation all claims, losses,
damages, penalties, fines, and judgments; associated investigation and
administrative expenses; defense costs, including but not limited to reasonable
attorneys’ fees; court costs; and costs of alternative dispute resolution. Special
Counsel’s obligation to indemnify applies unless it is adjudicated that its liability
was caused by the sole active negligence or sole willful misconduct of an
indemnified party; provided, however, if it is finally adjudicated that liability is
caused by the comparative active negligence or willful misconduct of an
indemnified party, Special Counsel’s indemnification obligation shall be reduced in
proportion to the established comparative liability of the indemnified party.
b.
The duty to defend is a separate and distinct obligation from the Special
Counsel’s duty to indemnify. Special Counsel shall be obligated to defend, in all
legal, equitable, administrative, or special proceedings, with counsel approved by
the Water Authority, the Water Authority and its directors, officers, and
employees, immediately upon tender to Special Counsel of the claim in any form or
at any stage of an action or proceeding, whether or not liability is established. An
allegation or determination of comparative active negligence or willful misconduct
by an indemnified party does not relieve Special Counsel from its separate and
5
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distinct obligation to defend Water Authority. The obligation to defend extends
through final judgment, including exhaustion of any appeals. The defense
obligation includes an obligation to provide independent defense counsel if Special
Counsel asserts that liability is caused in whole or in part by the negligence or
willful misconduct of the indemnified party. If it is finally adjudicated that liability
was caused by the sole active negligence or sole willful misconduct of an
indemnified party, Special Counsel may submit a claim to the Water Authority for
reimbursement of reasonable attorneys’ fees and defense costs.
c.
The review, acceptance or approval of the Special Counsel’s work or work
product by any indemnified party shall not affect, relieve or reduce Special
Counsel’s indemnification or defense obligations. This Section survives completion
of the services or the termination of this contract. The provisions of this Section
are not limited by and do not affect the provisions of this contract relating to
insurance.
14.

a.
Without limitation of the provisions of this agreement relating to
indemnification and defense, Special Counsel, at its expense, shall maintain in full
force and effect during the period of performance of this agreement and for five
years thereafter, professional malpractice insurance that covers the services
provided pursuant to this agreement in the amount of not less than $5,000,000,
with an insurance carrier authorized to do business in California and approved by
the Authority.
b.
Special Counsel, at its expense, shall also maintain during the period of
performance of this agreement and for three years thereafter, insurance as follows:

General liability: (with coverage at least as broad as ISO form CG 00 01 10 01) coverage
in an amount not less than $2,000,000 general aggregate and $1,000,000 per occurrence for
general liability, bodily injury, personal injury, and property damage.
Automobile liability: (with coverage at least as broad as ISO form CA 00 01 10 01, for
“any auto”) coverage in an amount not less than $1,000,000 per accident for personal injury,
including death, and property damage.
Workers' compensation and employer's liability: coverage shall comply with the laws of
the State of California.
A deductible or retention may be utilized, subject to approval by the Water Authority.
c.

The insurance policies shall be endorsed as follows:

For the commercial general liability insurance, the Water Authority (including its directors,
officers, employees, and agents) shall be named as additional insured, and the policy shall be endorsed
with a form equivalent to ISO form CG 20 10 10 93, that contain the provisions required by this
6
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contract.
Special Counsel’s insurance is primary to any other insurance available to the Water Authority
with respect to any claim arising out of this agreement. Any insurance maintained by the Water
Authority shall be excess of the Special Counsel’s insurance and shall not contribute with it. Special
Counsel’s endorsement of insurance shall include a waiver of any rights of subrogation against the
Water Authority, and its directors, officers, employees and agents.
Special Counsel’s insurance will not be canceled, limited, amended, reduced in coverage
amount, or allowed to expire without renewal until after thirty (30) days’ written notice has been
given to the Water Authority, or after ten (10) days’ written notice in the case of cancellation for
non-payment of premium.
d.
All insurance shall be provided by insurance companies authorized to do
business in the State of California.
15.
a. Special Counsel acknowledges and agrees to abide by the following provision of the
Water Authority Administrative Code Section 2.24.010 that states:
“(a) It is the policy of the Authority to protect and safeguard the right and
opportunity of all persons to seek, obtain, and hold employment without discrimination or
abridgment on account of race, color, ethnicity, national origin, ancestry, religion, creed,
veteran status, physical disability, mental disability, medical condition, marital status, sex,
sexual orientation, age, or other status protected from workplace discrimination by state
or federal law. Authority officers, employees and Contractors shall not knowingly deny an
Authority opportunity or benefit, discriminate against or harass, any Authority employee,
applicant for employment, contractor, vendor, or recipient of Authority services on
account of the person’s race, color, ethnicity, national origin, ancestry, religion, creed,
veteran status, physical disability, mental disability, medical condition, marital status, sex,
sexual orientation, age, or other status protected from workplace discrimination by state
or federal law. Authority officers, employees and Contractors shall not knowingly give
preferential treatment to any applicant for employment, bidder, contractor, vendor, or
recipient of Authority services on the basis of race, color, ethnicity, national origin,
ancestry, religion, creed, physical disability, mental disability, medical condition, marital
status, sex, or sexual orientation.
“(b) This section shall be interpreted in a manner that is consistent with the
California and United States Constitutions and applicable state and federal statutes
governing workplace discrimination. The terms used in this section shall have the same
meaning as defined in state statutes governing the same subject matter.
“(c) Nothing in this section shall be interpreted as prohibiting bona fide
occupational qualifications consistent with applicable state and federal law and reasonably
necessary to the normal operation of Authority employment or contracting. Nothing in

7
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this section shall be interpreted as prohibiting regulations and policies to prevent nepotism
or conflicts of interest.
“(d) Nothing in this section shall be interpreted as prohibiting action taken to
establish or maintain eligibility for any federal program, where ineligibility would result in
a loss of federal funds to the Authority.”
b. Special Counsel agrees to comply with Title VII of the Civil Rights Act of 1964, as
amended, the California Fair Employment Practices Act, the Americans with Disabilities Act of
1990.
c. Special Counsel and its officers, employees, agents and subcontractors shall comply
with the Water Authority’s Discrimination/Harassment Prohibition Policy in performance of this
contract.
d. To the fullest extent permitted by law and without limitation by the provisions relating
to insurance, the Special Counsel, shall also indemnify and defend, pursuant to Section 13, the
Water Authority, and its directors, officers, employees and agents from and against all liability
resulting from any claim of discrimination or harassment, including but not limited to sexual
harassment, arising from the conduct of Special Counsel or any of the Special Counsel’s officers,
employees, contractors, or agents.
16.
Special Counsel is an independent contractor. Neither it nor its officers,
employees, subcontractors or agents are employees of the Water Authority for any purpose
whatsoever. Special Counsel and its officers, employees, subcontractors and agents have no right
or authority to assume or create any obligation or responsibility, express or implied, on behalf of
the Water Authority, unless expressly authorized in a written document signed by the Authority’s
General Manager or General Counsel.
17.
Water Authority has determined, based on the scope of the services to be provided
by Special Counsel, except with respect to Retainer Services, that this agreement does not confer
on any of Special Counsel’s attorneys or other firm personnel status as a member, officer,
employee or consultant of the Water Authority, a local governmental agency, for the purposes of
the Authority’s Local Conflict of Interest Code and the California Political Reform Act. This
agreement does not require or permit Special Counsel, or any of its attorneys or other personnel
to make a governmental decision as specified in 2 Cal. Code of Regs. § 18701, subdiv. (a)(2)(A),
or serve in a staff capacity as specified in 2 Cal. Code of Regs. § 18701, subdiv. (a)(2)(B).
Special Counsel agrees that it will not make representations inconsistent with the provisions of
this section. With respect to Retainer Services, the Water Authority has determined, based on the
scope of the Retainer Services under this contract, that Christine Frahm has the status of a
“Consultant” of the Water Authority for the purposes of the Water Authority’s Local Conflict of
Interest Code and the California Political Reform Act. Contractor will be subject to the same
disclosure and disqualification requirements that apply to the MWD Program Chief under the
Water Authority’s Local Conflict of Interest Code. The determination of “Consultant” status is
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made as of July 1, 2011, which is deemed the date of assuming office for purposes of filing an
assuming office disclosure statement under the Water Authority’s Local Conflict of Interest Code.
18.
Should the performance of Retainer Services, or other assigned services, require
lobbyist registration under the Political Reform Act or local ordinance of a city or county (none
presently are or are contemplated), Special Counsel shall be solely responsible for compliance
with the Political Reform Act and other federal, state or local laws governing lobbying, including
lobbyist registration and reporting requirements, necessary for the performance of Retainer
Services pursuant to this agreement. Special Counsel shall keep records and assist the Water
Authority in meeting any filing requirements imposed upon the Water Authority under the
Political Reform Act or any other federal, state or local laws governing lobbying, including,
without limitation, records necessary or convenient to the permit the Water Authority to file
reports under Government Code §§ 86115, 86116 or 86116.5. Special Counsel agrees separately
to account to the Water Authority each month for any Retainer Services work that is direct
communication, other than administrative testimony, with one or more qualifying officials for the
purpose of influencing legislative or administrative action. The accounting will be based on an
hourly rate of $416 for Retainer Services and the agreed hourly rate for other assigned services.
The provisions of 2 Cal. Code of Reg. § 18239 shall apply to interpretation of this paragraph.
19.
The confidential letter regarding conflicts of interest provided by Special Counsel
dated June __, 2011 and on file in the office of the General Counsel is acknowledged by the
Authority. Special Counsel represents and warrants that nothing in any contract, express or
implied, with any of its current clients requires Special Counsel to disclose any confidential
information of the Water Authority. Except as otherwise stated in that letter, Special Counsel is
unaware of any facts, to the best of Special Counsel's actual knowledge, that would require
Special Counsel to believe it has or has had (a) any legal, business, financial, professional or
personal relationship with any party, witness, person, or entity that would preclude Special
Counsel from fully performing this agreement, or (b) any interest in the subject matter of this
representation the disclosure of which is required by Rule 3-310.
20.
Special Counsel will not use confidential information gained from the Water
Authority for the benefit of another client, absent express written consent in each instance.
21.
Special Counsel will provide to the General Counsel upon request all information
and material acquired and generated by Special Counsel in the course of this matter, including
work product, identities and opinions of consultants and expert witnesses, and any other
information pertaining to this matter, at no additional charge for copying.
22.
Special counsel will provide copies of all papers, pleadings, memoranda of points
and authorities and other documents filed in this action to the General Counsel at no additional
charge for copying. Upon request of the General Counsel, the documents shall be provided in an
electronic document formatted in either Microsoft Word or in a format that may be opened and
read by Microsoft Word software.
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23.
The Water Authority reserves the right to discharge Special Counsel at any time
upon delivery of a written notice. With respect to Retainer Services either party may terminate
this agreement for convenience upon 60 days advance written notice to the other party. If
services are terminated under this paragraph, the remainder of this agreement shall continue to
govern the rights and obligations of the parties, except for the obligations to provide and pay for
services.
24.
The laws of the State of California govern this agreement. Venue for all purposes
is in the State or Federal Courts located in the County of San Diego, California.
25.
This agreement constitutes the entire agreement between the Water Authority and
Special Counsel regarding the terms and conditions of this engagement. No other agreement or
change or modification of this agreement will be enforceable unless it is in a writing signed by
Special Counsel and the General Counsel, or other duly authorized Water Authority officer or
employee.
26.
Special Counsel shall not assign, delegate or subcontract this agreement, in whole
or in part, without the express written consent of the General Counsel with respect to Regular
Services or the General Manager with respect to Retainer Services.
27.
This agreement may be executed in counterparts, which together will constitute the
entire agreement.
IN WITNESS WHEREOF, the parties have executed this agreement as of the date written
below, to be operative commencing on July 1, 2011.

San Diego County Water Authority

By:

_____________________________
Daniel S. Hentschke
General Counsel

Dated: __________________

Brownstein Hyatt Farber Schreck, LLP

By:

____________________________
Robert Saperstein
Managing Partner

Dated: __________________
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STANDARD BILLING GUIDELINES FOR LEGAL SERVICES
1.
Invoices shall be submitted monthly for services performed in the prior month. Except
for representation provided in cases in which the General Counsel's Office is ethically disqualified, bills
shall be submitted to the General Counsel. Except for cases where a disqualification exists, the General
Counsel will review and approve, conditionally approve or disapprove all bills prior sending the bills to
the Controller for payment. In the event of a disqualification of the General Counsel's Office, bills shall
be submitted to the General Manager.
2.

All billing shall be done in 0.10-hour increments.

3.
Each bill shall include an invoice showing the amount of services rendered during the
billing period, the fee for such services and the amount of reimbursable expenses. The invoice shall be
accompanied by a separate invoice support statement that briefly describes each item of work
performed, the identity of the person who performed the work and itemized reimbursable expenses.
The invoice support statement shall be marked “Confidential -- Attorney-Client Privilege.” The invoice
may be subject to disclosure pursuant to the California Public Records Act.
4.
Each month's bill should include a total to date for attorneys' fees, other professional
fees and costs. That total should provide, at a glance, the total fees and costs incurred to date for the
case. This will facilitate our approach of cost-effective legal service management. If the totals cannot
be produced by your computerized billing system, please provide the total-to-date information on the
transmittal letter or other document submitted with the bill. If the totals to date are not provided, the
bills will not be paid and they will be returned to you.
5.
Special services such as mock appellate panels and other similar services shall be
approved in advance by the General Counsel if the cost of such services is to be passed on to the
Authority.
6.
In-house photocopying charges are billable on a per-copy basis. The maximum charge
is $0.15 per page for the copying of documents less than 25 pages and $0.10 per page for the copying
of documents 25 pages or greater, including any time spent making the copies. We encourage you to
use outside copying services, if the cost of doing so is less expensive to the Authority.
7.
Long distance telephone, delivery service and postage charges are billable at actual
cost. Charges associated with delivery of materials, service of subpoenas and other documents, and
filing by messenger services may be billed at actual cost.
8.
The Authority does not pay administrative charges, secretarial time or secretarial
overtime, word processing charges, insurance costs and other similar charges. The Authority does not
pay attorneys or paralegals for secretarial tasks or tasks that should be subsumed into overhead. For
example, time spent faxing, mailing, arranging for messengers, file opening or file closing, and
calendaring are not acceptable charges. Local, cellular phone, facsimile transmission expenses are
considered administrative expenses.
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9.
Travel costs will be reimbursed at actual costs when approved in advance by the
General Counsel. The policy for reimbursement of travel expenses of Authority executive level
employees will apply to Special Counsel.
10.
Meals are not billable to the Authority, except for meals necessarily incurred in
connection with approved travel. The Authority pays for meals according to a policy applicable to
Authority officers and employees. The Authority does not pay for alcoholic beverages.
11.

The Authority generally will process and pay bills within 30 days from receipt.

12.
The bills should list the names of each attorney or paralegal working on the matter.
Each entry should delineate provide complete, brief descriptions of tasks performed and identify who
has done what work via initials or some other method.
13.
The Authority's auditors may send a request for an auditor response letter annually.
Please respond to these promptly. The response should not take longer than 2.5 hours per case,
although usually not more than one hour is required. In complicated cases where more than 2.5 hours
is required, please contact the General Counsel before drafting your response. The response is billable.
The response should be limited to providing only the specific information requested in accordance with
the protocol referenced in the letter. Please indicate in the response that the information provided is
confidential and shall not be disclosed by the auditor to any person other than designated officials of the
Authority or used by the auditor for purposes other than preparation of the audit.
14.
If applicable to this assignment, Special Counsel shall submit a cost budget to the
General Counsel, within 5 days following receipt of a request by the General Counsel. The cost budget
may be revised from time-to-time with the prior approval of the General Counsel. Expenditures should
be consistent with the cost budget.
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June 15, 2011
Attention: Imported Water Committee
Update on Metropolitan Water District’s 2010 Blue Ribbon Committee Report
(Information)
Purpose
This memo provides an update on MWD’s 2010 Blue Ribbon Committee report.
Background
At the December 2009 MWD Board Retreat, then-Chairman Brick announced the need for a
Blue Ribbon Committee (BRC) to consider whether MWD’s present business model would be
“reliable,” “resilient,” and “robust” under a wide range of future conditions. The BRC was also
tasked to conceptualize a new vision of MWD’s business model in 2060 that would lead to
success in the region under these potential future scenarios. The BRC’s mission was to make
recommendations for a new business model and strategies that will position MWD to meet
Southern California’s water-related needs and to provide sustainability for Southern California in
the coming decades.
The BRC was comprised of 27 business, community and public interest leaders that met
throughout the past year to deliberate and assess the assumptions underlying MWD’s current
business model and recommend a new business model for MWD in light of global,
environmental, economic, social and demographic changes that they assume MWD will
encounter in the future. From March through June 2010, the BRC met and identified
opportunities to transform MWD’s current business model. During the summer months, five
workgroups were established and developed draft reports on financing, workforce, water
portfolio, communications and energy. There were several iterations of a draft BRC report,
prompting multiple comments from the BRC members, and MWD member agencies, including
the Water Authority (attached). The Water Authority’s letters raised concerns about the
fundamental assumptions of MWD’s near- and long-term financial sustainability and sought
recognition of member agencies’ willingness to pay for additional supplies.
Managers from 22 member agencies sent in two comment letters for the BRC’s consideration.
Their primary concerns were: 1) assumptions of MWD’s access to imported water are incorrect;
2) the urgency to review rates is overstated; and 3) there is not enough consideration of MWD’s
current IRP and adaptive management approach in the report.
In April, the BRC finalized its report and delivered an oral presentation to MWD’s board. The
Executive Summary is attached to the memo.
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Imported Water Committee
June 15, 2011
Page 2 of 3
Discussion
The BRC focused its findings on three key points that shaped the recommendations in the report.
These are: 1) stabilizing imported supplies is essential; 2) local supplies and water use efficiency
will play an increasing role in the region’s supply portfolio; and 3) there are risks and
opportunity costs of planning under current trend assumptions.
Some of the key findings in the Final Report are:
Recognition that MWD’s current business model, which is heavily reliant on volumetric
water sales, is not sustainable, especially when its sales are bound to be reduced from either
regulatory restrictions, water use efficiency measures, such as those mandated by law (20x2020),
or other local supply projects;
Recognition that MWD’s current pricing structure is flawed in that 80 percent of its costs
are fixed costs, and only 20 percent of its revenues are fixed, and questions its ability to maintain
adequate reserves to mitigate uncertainties;
Recognition that MWD’s current approach to helping member agencies develop local
supplies through subsidies has been yielding lower returns; and
Recognition that the region will need to invest in local supply development and
conservation in order to meet the future supply scenarios.
Some of the major issues that were discussed at length and included in the BRC’s final report
are:
•

A strong endorsement of MWD’s role in increasing or stabilizing imported supplies,
including a leadership role in the Bay Delta Conservation Planning process;

•

Greater emphasis on local supplies and water use efficiency projects by MWD and its
member agencies in light of uncertain imported supplies;

•

A new approach to integrated resources planning that includes a 50-year planning horizon
and a better analysis that includes costs and benefits to the customers; and

•

A review of its current pricing structure.

The final committee meeting was held on April 2, 2011. While the BRC Final Report contains
some inaccurate and contradictory statements about MWD’s core competencies and its member
agencies own interests in becoming less dependent on MWD, it does introduce interesting
concepts. These include recommendations for MWD to evaluate opportunities and barriers to
water trading among its member agencies, initiate an external review of its governance structure,
review its current pricing structure, and begin a process to consider a new vision and mission
statement.
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At its April 12 Board meeting, BRC Chair Simonds delivered a breif presentation on the BRC
Final Report. Chair Foley thanked the BRC members for their efforts and suggested MWD’s
board may establish a review committee to respond to the recommendations.
Prepared by: Meena Westford, Water Policy Manager
Reviewed by: Amy Chen, MWD Program Chief
Attachment 1: Water Authority letters
Attachment 2: Executive Summary
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San Diego County Water Authority
4677 Overland Avenue • San Diego, California 92123-1233
(858) 522-6600 FAX (858) 522-6568 www.sdcwa.org

March 1, 2011

MEMBER AGENCIES
Carlsbad
Municipal Water District

Debra Knopman
RAND / Blue Ribbon Committee Consultant
do Margie Wheeler
Metropolitan Water District of Southern California
700 N Alameda Street
Los Angeles, CA 90012

City of Del Mar
City of scondidr,
City of National City
City o
1 Oceonside
City of Powoy
City of Son Diego
Falibrook
Public Utility District
Helix Water District
Lakeside Water District

Dear Ms. Knopman:
Thank you for your phone call on Friday requesting my comments on the February 14, 2011,
draft of the Blue Ribbon Committee (BRC) Report. As I mentioned to you, my staff has been
tracking the BRC meetings but I had not seen the draft document (Draft Report). Nor was I
aware that there was a group of member agency general managers meeting to review and provide
comments on the Draft Report. The Water Authority was not advised of, and has not participated
in that process or review.

Olivotthain
Municipal Water Distv,ct
Otoy Water District
Padre Don,
Municipal Water Disriid
Camp Pendlelotr
Marine Corps Bose
Rainbow
Municipal Water District
Ramana
Municipal Water Dislr,cl

At the outset, I want to thank you, BRC Chair Simonds and the members of the Blue Ribbon
Committee for all of the hard work that has gone into the process of meeting and preparing the
Draft Report. I know from my own experience that it is not easy to understand all of the “moving
parts” at MWD, and that the dynamics in and around MWD are complex, to say the least. No
matter what the outcome, I want to communicate on behalf of the San Diego County Water
Authority, its staff and members of the Board of Directors, that we sincerely appreciate the Blue
Ribbon Committee’s efforts.

Rincon del Diablo
Municipal Water District
Son Dieguito Water Disnicr
Santa Fe Irrigation District
South Boy Irrigation District
Vollecitos Water District
Volley Center
Municipal Water District
Vista Irrigation District
Vuima
Municipal Water District

I have now had an opportunity to complete a cursory review of the Draft Report and also to read
the letter that was sent to the BRC signed by 21 MWD member agency managers. I asked the
Water Authority’s General Counsel, Dan Hentschke, to write to the BRC regarding the
Preferential Rights issues raised by the managers’ letter (a copy of Mr. Hentschke’s letter is
attached). The question of who has the right to receive MWD water and under what
circumstances is obviously one of critical importance to agencies being asked to pay for MWD
spending programs and projects. We would recommend that the BRC expressly address this
issue as part of their findings and recommendations, particularly since there is a court of appeal
decision squarely on point. The court’s decision as well as the legal opinion rendered by
MWD’s own general counsel (attached to Mr. Hentschke’s letter) is inconsistent with the
explanations being given by the MWD managers group explaining why MWD should continue to
pay subsidies for member agencies’ local water supply projects.
—

0TH ER
REPRESENTATIVE
County of San Diego

On a related note, the Draft Report includes discussion about a “Value Proposition” for MWD for
2060 describing how MWD’s costs might be recovered and risks shared but does not include
—

A public agency providing a safe and reliable water supply to the San Diego region
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March 1,2011
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discussion of the key question of who has the right to MWD water and under what circumstances.
If the BRC does not believe that it is prudent or important to address the question of who has the
right to MWD’s water, then I would respectfully suggest that you delete all of the discussion in
the Draft Report about who pays for it and how water supply risks should be allocated. These
issues necessarily go hand-in-hand.
I do not know how you and the BRC plan to respond to and/or incorporate the comments you are
now receiving on the Draft Report. It goes without saying that many of the comments and edits
you receive will be inconsistent with one another and will suggest different and conflicting
directions (in all candor, many statements in the Draft Report already appear to be internally
inconsistent). In any case, in light of this uncertainty, my comments are general in nature and
intended to serve as the basis of possible further discussion by the BRC rather than as part of an
exercise to edit a document.
--

—

In preparing to comment on the Draft Report, I thought it would be helpful to look back at some
of the key findings and recommendations of the first MWD Blue Ribbon Task Force, completed
more than 15 years ago, in 1994 (BRTF). I understand that a copy of the BRTF’s Final Report
was distributed to the Blue Ribbon Committee at the beginning of the process. I believe that most
of its findings and recommendations are even more relevant today than they were 15 years ago. I
have included some of the most important excerpts from the 1994 BRTF on Attachment A.
Viewing the issues broadly, I believe MWD must take the following actions to ensure that it is
financially stable and prepared to play an important role in meeting Southern California’s future
water supply needs:
•

MWD must explicitly recognize and manage the impact of rising water supply costs on
member agency water purchase and investment decisions. As noted in the BRTF, some
of the MWD member agencies most strongly supporting big-ticket projects at MWD also
have the most aggressive plans to reduce their future MWD water purchases and develop
independent supplies. As one recent example among many I could provide, I am
attaching an article that appeared last week announcing the City of Santa Monica’s “water
self dependence.” http://www.smmirror.com!?aiax#mode=single&view=3 1826 While
Santa Monica’s action is precisely what MWD member agencies and other retail water
suppliers should be doing to improve water supply reliability in the Southland and
decrease dependence on the Delta, it also has the effect of further reducing MWD water
sales and driving up the cost of MWD water. Are these problems caused by the City of
Santa Monica? Absolutely not. The problems are caused by MWD’s stubborn refusal to
recognize and manage the basic reality that local water supply projects can now compete
with the cost of MWD water imports. Therefore, we agree with the BRC’s
recommendation that “MWD revise its pricing structure to ensure sustainability.
MWD role and rate structures must change to reflect these core changed realities if
MWD is to be fiscally viable in the future.
.

•
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MWD must stop paying its member agencies to buy less of its water through its Local

Ms. Knopman
March 1,2011
Page 3

Resources Program and other subsidy programs. The reasoning espoused by some
member agencies that local projects can’t be built without MWD subsidies is nothing
more than a subterfuge for their own plan to avoid paying their own costs or a fair share
of MWD’s costs. Given today’s MWD water supply and cost realities, every MWD
member agency must step up and do its part and be part of the solution rather than part
of the problem.
—

•

MWD must base its water supply planning and expenditures on the amount member
agencies are willing to pay, as represented by legally enjbrceable agency commitments.
Currently, the MWD model is based on “unwillingness to pay” and on the idea that
someone else can be forced to pay through a political process (this is essentially what the
member agency managers letter advocates). Under the current business model, there is no
guarantee future revenues will exist to pay for MWD ‘5 current let alone dramatically
expanded (as suggested in its 2010 Integrated Resources Plan) fixed costs. As stated
nearly 15-years ago in the BRTF, “MWD can no longer afford to build majorfacilities
and hope that member agencies will buy enough water to pay for them over several
years. “A copy of the Water Authority’s letter dated October 11, 2010 regarding MWD’s
Integrated Resources Plan is attached. I am also attaching letters we have provided on the
subjects of MWD’s Long Term Finance Plan, Long Term Conservation Plan and recent
board action approving the payment of $40 million to the Irvine Ranch Water District in
connection with its development of a local water supply project.
—

—

There is a Disclaimer at the beginning of the Draft Report that states:
Because its focus is on MWD in 2060, the Blue Ribbon Committee formulated its
findings and recommendations without necessarily factoring in all limitations from
existing legal, operational or fiscal constraints.
That disclaimer notwithstanding, the Draft Report focuses on many subjects and makes
observations and recommendations that relate to MWD’s current situation and immediate
direction. By not “factoring in” legal, operational and fiscal constraints many of which were
identified more than 15 years ago by the BRTF the Draft Report may be read by some to
suggest that the problems no longer exist when, in reality, it has only become more critical than it
has ever been for MWD to get its own house in order. I do not make this comment as a criticism
of the Draft Report, but rather as a strong recommendation how the Report could be of greater
value to the MWD board and other public water suppliers as we grapple with the challenging
issues before us.
--

--

—

—

There are a number of creative ideas in the Draft Report that could, if fully developed, help set
MWD on a strong course for the future. These include, but are not limited to:
•

Page 26 of 563

Operation and pricing of MWD facilities as a “grid” to support and facilitate the
movement of water into and throughout the region, including the movement of water into
and out of storage;

Ms. Knopman
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•

Trading of water supplies between and among MWD agencies and others (and the fixed
allocation of water that would be a necessary to support such a trading system), so that
agencies can benefit from the fixed investments they should be asked to make to support
MWD supply programs;

•

Elimination of subsidies (while this is suggested in portions of the report, there are also a
number of references to incentives and subsidies being recommended) so that the true cost
of water can send the pricing signals necessary to permit rational choices to be made in
favor of conservation and between available supply options, including imported and local
supplies;

•

Implementation of rate structures requiring MWD member agencies to make fixed
commitments to pay for MWD supply projects they desire, including the actual economic
costs of peaking (instantaneously and hydrologically) off the MWD system; and

•

Transformation of MWD s role from water supplier to water integrator and manager,
including the necessary accounting for, and movement of MWD imported water supplies.
‘

Finally, I believe the process could be improved if the BRC focused on those things MWD can
control, for example, its own water supply planning and rate structure policies, rather than on
things it cannot control such member agencies’ local projects and political dynamics.
Thank you again for reaching out to me for comments on the BRC Draft Report. Please do not
hesitate to contact me if I may be of any further assistance to you, Chair Simonds or the members
of the BRC.
erel4
Maureen A. Stapleton
General Manager
San Diego County Water Authority
Attachments:
1. Water Authority’s February 25, 2011 Comment Letter on MWD Member Agencies’
Comments on BRC Draft Report
2. Attachment A Excerpts from the 1994 Blue Ribbon Task Force Report
3. Water Authority’s October 11, 2010 Comment Letter on MWD’s Integrated Resources
Plan
4. Water Authority’s January 5, 2011 Comment Letter on MWD’s Long Range Finance Plan
5. Water Authority’s November 29, 2010 Comment Letter on MWD’s Long Term
Conservation Plan
—
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6. Water Authority’s January 7, 2011 Comment Letter on MWD’s January Board Item 8-4:
Funding for MWD’s Local Resources Plan
7. Smmirror.com Santa Monica Declares Self Dependence
—

cc:
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Blue Ribbon Committee Chair Bob Simonds
Water Authority MWD Delegates
Jeffrey Kigtlinger, MWD General Manager
MWD Member Agency Managers

San Diego County Wate r Authority
4677 Overland Avenue • San Di ego, Ca liforn ia 92123-1233
(858) 522-6600 FAX (8 58) 522-6568 www.sdcwa .org

February 25 , 2011

MEMB ER AGE NCIES
Carlsbad
Mlloic ipo l Wafe r Distric t

C;ty of Del Mar
City of Escond ido
City of NOlional City

Robert Simonds
The Robert Simonds Company
1999 Avenue of the Stars, Suite 2350
Los Angeles , CA 90067
Dear Mr. Simonds:

City of Oceanside
City o f Poway
City

of

Son Diego

Fa ll brook
Pu bltC Uti liI)' Dis tric t

Heli)( Water District

I write at the request of the Water Authority's GenerallVlanager and Board Chair
to address assertions made by twenty-one MWD member agency general
managers ("Managers Group") in their February 16, 2011 letter to you titled
"Member Agency Comments on the Draft Blue Ribbon Committee Report"
regarding preferential rights under Section 135 of the MWD Act.

Lakeside Woler Dislricl
O livenhoin
MUOIcipa l Woler Distric t
O loy Woter District

Padre Oem
MuniCipal Water Dist rict
Ca mp Pend leton

The Draft BRC Report states that the LRP program imposes costs for the
development of local water supplies on all users while the benefits accrue only to
the agency doing the development. The Managers Group objects to this finding
by stating,

Mo rine Corps Bose

".[t]his is incorrect - the benefit of local supplies is explicitly shared
among all member agencies as a matter of the Board's policy on
the WSDM Plan and Drought Allocation Formula."

Rainbow
MuniCipa l Woler Dis tric t

Romono
Municipal Water Dist rict

Rincon del Diablo
MuniCipal Waler Di strict
Son Dieguilo Waler Di strict
Son ia Fe Irrigotion Dislricl
Soulh Boy Im go ti on District
Valleci tos Wa ter District
Vo lley Cen ter
Munic ipa l 'vVoler Dis tric t

Vista Irrigotion Di strict

Yuimo
Municipal Worer Distric t

However, the Managers Group ignores Section 135 of the MWD Act establishing
preferential rights to MWD water. This statutory basis for determining rights to
MWD water cannot be changed by the action of the MWD board of directors
except in the limited context of a water shortage emergency declared pursuant to
state law.
In objecting to the BRC's Recommendation #10 , the Managers Group goes on to
state that preferential rights are ,

OTHER
REPRESENTATIVE

" .. .not usable in the absence of a Board action in time of shortage.
Even during a shortage Preferential Rights do not infer upon a
member agency a right to purchase water from Metropolitan
beyond what is necessary to meet a member agency's need."

County of Son Diego
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This statement is incorrect. A member agency is entitled to purchase its
preferential right amount at any time without any required action of the MWD
board of directors. Further, an agency's preferential right under Section 135 is
not limited to an amount that "is necessary to meet a member agency's need." .
As you may know, the Water Authority filed a lawsuit in response to claims then
being made that preferential rights "were not enforceable" and to ensure that it
would be entitled to receive the water it was being asked to pay for under new
MWD spending programs. A copy of the published court of appeal decision in
that case is attached for your reference. Despite the plain terms of Section 135
and the court's opinion, the Managers Group continues to claim that the MWD
board can limit preferential rights. In the litigation, both MWD and the City of Los
Angeles (which actively participated in the litigation to protect its preferential
rights), asserted that Section 135 is enforceable as written.
In a letter dated February 8,2008 to the City of Long Beach, MWD's General
Counsel made clear her opinion that,
"Section 135 of the MWD Act grants to each member agency a
preferential right to purchase water from Metropolitan for
distribution by such agency, in the proportionate amount
determined under section 135. This right accrues to the member
agency, not to Metropolitan, and it is my opinion that this right
cannot be waived by action of the Metropolitan Board adopting the
proposed allocation plan."
She also makes clear that,
"Because the preferential right to purchase water is a member
agency right, it is my opinion that it is not subject to waiver by
action of the Metropolitan Board. Only the Legislature, which
granted this right to the member agencies, may modify or revoke it.
Accordingly, it is my opinion that adoption of the proposed supply
allocation plan by Metropolitan's Board would not in any way revoke
or modify an agency's preferential rights."
A copy of Ms. Tachiki's letter is attached.
The BRC Report is correct that the LRP program imposes costs for the
development of local water supplies on all users while the benefits accrue only to
the agency doing the development. This type of subsidy essentially taxes some
member agencies and their water ratepayers for the benefit of others who do not
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Robert Simonds
February 25,2011
Page 3

pay for those benefits. This subsidy program also serves to reduce MWD sales
and cause the price of MWD water to rise.
I would be happy to respond to any questions you may have regarding the
preferential rights to water under the MWD Act.
Very truly yours,

~~~/~
Daniel S. Hentschke
General Counsel

cc:

Maureen Stapleton, SDCWA General Manager
Michael T. Hogan, SDCWA Board Chairman
Managers Group Members
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MWD
METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA

Office of the General Counsel

VIA EMAIL AND U.S. MAlL

February 8, 2008
Mr. Kevin L. Wattier
General Manager
Long Beach Water Department
1800 East Wardlow Road
Long Beach. CA 90807
Dear Kevin:
I understand from Jeff Kightlinger that you requested my opinion whether an action by

Metropolitan's Board adopting the proposed water supply allocation plan would resultin waiver
of the member agency's preferential rights.
Section 135 of the MWD Act grants to each member agency a preferential right to purchase
water from Metropolitan for distribution by such agency, in the proportionate amount determined
under section 135. This right accrues to the member agency. not to Metropolitan, and it is my
opinion that this rigllt cannot be waived by action of the Metropolitan Board adopting the
proposed allocation plan.
The proposed supply allocation plan was developed with member agency participation with the
goal of providing equitab le allocation of water across Metropoli tan's service· area. fu developing
the plan it was and continues to be our hope that all member agencies would employ this
approach in lieu of other allocation methodologies, including preferential rights.
Because the preferential right to purchase water is a member agency right, it is my opinion that it
is not SUbject to waiver by action of the Metropolitan Board. Only the Legislature, which
granted this right to the member agencies, may modify or revoke it. Accordingly, it is my
opinion that adoption of the proposed supply allocation plan by Metropolitan's Board would not
in any way revoke or modify an agency's preferential rights.
Very truly yours,

~)r:c:X~,
Karen L. Tachiki
General Counsel

700 N. Alameda Street. Los Angeles. California 90012· Mailing Address: Box 54153. Los Angeles. Calirornia 90054-0153· Telephone (213) 217-6000
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The MetropoJJtan Water District of Southern California

Mr. Kevin L. Wattier
Page 2
February 8, 2008

cc:
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J. Kightlinger
T, Brick
N. Sutley
J. Quinonez
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H
Court of Appeal, First District, Division 2, California.
SAN DIEGO COUNTY WATER AUTHORITY et
al., Plaintiffs and Appellants,
V.

METROPOLITAN WATER DISTRlCT OF
SOUTHERN CALIFORNIA et aI., Defendants and
Respondents.
No. A098526.
March 25, 2004.
Certified for Partial Publication. FN *
FN* Pursuant to Califomia Rules of Court,
rules 976(b) and 976.1, this opinion is certified for publication with the exception of
parts III.C., IJI.D. and III.E.
Rehearing Denied April 15, 2004.
Review Denied July 14,2004.
Background: Public water agency sued Metropolitan
Water District ( MWD) and other public water agencies for declaratory and injunctive relief challenging
validity of MWD's interpretation of provision of
Metropolitan Water District Act establishing formula
for right to available water supplies in the event of a
shortage. The Superior COUli, City and County of
San Francisco, No. 320217,James 1. McBride, sustained MWD's demurrer to the complaint without
leave to amend. Public water agency appealed.
Holding: In matter of first impression, the Court of
Appeal, Ruvolo, J., held that statutory phrase "excepting purchase of water" did not require MWD to
break down its water rates into their component parts
for purpose of determining preferential rights to
water.
Affirmed.
West Headnotes
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405k2122 k. In general. Most Cited
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Within meaning of statute that grants water providers vast discretion in meeting water emergencies,
"water shortage emergency condition" includes both
an immediate emergency, in which a district is presently unable to meet its customers' needs, and a
threatened water shortage, in which a district determines that its supply cannot meet an increased future
demand. West's Ann.Cal.Water Code § 350.
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to water in proportion to each agency's respective
contribution to MWD's capital costs and operating
expenses, " excepting purchase of water," nothing in
affected statute, its legislative history, or overall
statutOlY scheme supported argument that phrase
"excepting purchase of water" was intended to require MWD to break down its rates into their component parts so as to permit portion of sales used to
pay costs and expenses to be counted toward accumulation of preferential rights; even though phrase
"excepting purchase of water" was not defined,
phrase was not imbued with technical or distinctive
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and Respondents Metropolitan Water District of
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Metropolitan Water District of Southern California.
Rockard J. Delgadillo , City Attorney, Richard M.
Helgeson, and Arthur B . Walsh, Assistant City Attorneys, for Defendant and Respondent City of Los
Angeles. Lemieux & O'Neill and Stephen P. O'Neill
for Defendants and Respondents Central Basin Municipal Water District, Foothill Municipal Water District, Las Virgenes Municipal Water District and
West BasinMunicipal Water District. Richard, Watson & Gerson and James L. Markman, Brea, for Defendants and Respondents City of Beverly Hills and
City of San Marino. Terry B. Stevenson, Assistant
City Attorney, for Defendant and Respondent City of
Burbank. Jones & Mayer and Kimberly Hall Barlow,
Fullelion, for Defendant and Respondent City of
Fullerton. Robert E. Shannon, City Attorney, and
Donna F. Gwin , Deputy City Attorney, for Defendant
and Respondent City of Long Beach. Joseph W.
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Santa Ana. *16 LegrandH. Clegg II, City Attorney,
and Wilmont A. Odom, Chief Deputy City Attorney,
for Defendant and Respondent City of Compton.
Scott H. Howard , City Attorney, and Steven O. Lins,
Assistant City Attorney, for Defendant and Respondent City of Glendale. Michele Beal, Bagneris, City
Attorney, and Scott Rasmussen, Assistant City Attorney, for Defendant and Respondent City of Pasadena.
Marsha Jones, Moutrie, City Attorney, and Joseph
Lawrence, Assistant City Attorney, for Defendant
and Respondent City of Santa Monica. John L. Fellow 1II , City Attorney, and Ronald T. Pohl, Assistant City Attorney, for Defendant and Respondent
City of Torrance. Jack L. White, City Attorney, and
Lawrence S. Newberry, Senior City Attorney, for
Defendant and Respondent City of Anaheim. Cihigoyenetche, Grossberg & Clouse and Jean Cihigoyenetche, for Defendant and Respondent Inland
Empire Utilities Agency. Brunick, Battersby, McElhaney & Beckett and Steven M. Kennedy, San Bernardino, for Defendant and Respondent Three Valleys Municipal Water District. Best Best & Krieger
and Arthur L. Littlewolth , Riverside, for Defendant
and Respondent Western Municipal Water District of
Riverside County. Redwine & Sherrill and Gerald D.
Shoaf, Riverside, for Defendant and Respondent
Eastern Municipal Water District. McCormick, Kidman & Behrens, Ru sell G. Behrens and Janet R.
Morning tar, Costa Mesa, for Defendant and Respondent Municipal Water District of Orange
County. Law Offices of E. Clarke Moseley and E.
Clarke Moseley , El Monte, for Defenant and Respondent Upper San Gabliel Valley Municipal Water
District. Ferguson, Case, Orr, Patterson & Cunningham and Doug KuIper, for Defendant and Respondent ColJeguas Municipal Water District.
RUVOLO, 1.
I.
INTRODUCTION
Plaintiff San Diego County Water Authority
(San Diego) and several of the **449 individuals it
serves have sued the Metropolitan Water District of
Southern *17 California (Metropolitan), its board of
directors, and its 25 member public agencies for declaratory and injunctive relief, primarily challenging
the validity and constitutionality of Metropolitan's
interpretation of section 109-135 of the Metropolitan
Water District Act FNI (72B West's Ann. Wat.CodeAppen. (1995 ed.) § 109-135, p. 43) (section 135).
Under section 135 , in the event of a water supply
shortage, each Metropolitan member public agency,

including San Diego, has a preferential right to a percentage of Metropolitan's available water supplies
based on a legislatively established formula. That
formula affords each member an aliquot preference
equal to the ratio of that member's total accumulated
payments toward Metropolitan's capital costs and
operating expenses when compared to the total of all
member agencies' payments toward those costs, excluding amounts paid by the member for "purchase
of water."
F I. All further undesignated statutory references are to the Metropolitan Water District Act (72B West's Ann. Wat.Code (] 995
ed .) §§ 109-1 et seq.) (the Act).
San Diego argues that since a significant portion
of Metropolitan's water sales revenue goes toward
capital costs and operating expenses, section 135
should include that portion of water sales revenue in
the calculation of its members' preferential rights . In
the published portion of this opinion, we conclude
that Metropolitan has properly interpreted section
ill. In the unpublished portion, we reject San
Diego's alternative claims, including that Metropolitan's interpretation violates the California Constitution. Consequently, we affirm.

II.
FACTS AND PROCEDURAL HISTORY
Metropolitan was created by state legislation in
1927. (Stats. I 927, ch. 429 , § 2, p. 694.) Shortly
thereafter, Metropolitan was described in the case of
Metropolitan Wafer Dist. V. Whitsell (1932) 215 al.
400, 10 P.2d 751 as follows: "The petitioner, Metropolitan Water District of Southern California, is a
public corporation, organized and existing under the
'Metropolitan Water District Act'. [Citation.] The
purpose of its organization was to acquire the right to
and to conduct waters from the Colorado River for
distribution to the municipalities within and a part of
the district for domestic and other useful purposes.
The cities within the district are numerous, some organized and existing under freeholders' charters and
some under general law. The district has broad powers in connection with the object of its creation, including the power, by vote of the electors in the district, to issue and sell bonds; to levy and collect general taxes within the participating municipalities; to
acquire water and other rights and property; to perform construction work; 'to enter *18 into contracts,
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to employ and retain personal services and employ
laborers'; and generally to do and perform all things
necessalY to carry out the purposes of the district
under the act. The governing body of the district is a
board of directors, consisting of at least one representative from each municipality, the area of which shall
lie within the district." (ld. at DO. 406-407, 10 P.2d
751.)
Almost 75 years later, Metropolitan was described in a somewhat more expansive fashion in
Metropolitan Water Dis!. V. Imperia/irrigation Dis!.
(2000) 80 Cal.AppAth 1403, 96 CaI.Rptr.2d 3 14
(Metropolitan ): "[Metropolitan] provides about 60
percent of the water used in Southern California. The
Metropolitan Water District's service area covers
5,200 square miles . It includes all or parts of Los
**450 Angeles, Orange, San Diego, and Ventura
Counties. More than 16,000,000 people, half the
population in California, live in the Metropolitan
Water Districts service area." (Jd. at p. 1416, 96
Cal.Rptr.2d 314.) The coul1 went on to describe the
vastness of Metropolitan's facilities: "The Metropolitan Water District owns and operates water conveyance and storage facilities including the Colorado
River Aqueduct, which imports water from the Colorado River; over 775 miles of pipelines and canals;
water treatment plants; reservoirs; dams; and pumping facilities .... The Metropolitan Water District is
currently constructing the Eastside Reservoir Project,
a surface water reservoir. Also 'pending' is the Inland
Feeder Project which involves integration of two
aqueducts and the Eastside River Project. The Metropolitan Water District issues bonds to finance construction or to purchase facilities. Debt service and
operation and maintenance costs for the Metropolitan
Water District[']s infrastructure are included in water
rates charged to member agencies." (Jd. at p. 1417,
96 CaI.Rptr.2d 314.)
The principal plaintiff in this case, San Diego, is
a public water agency and a member agency of Metropolitan. It relies on Metropolitan to provide the
imported water supply necessary to meet the needs of
the region's $ I 03 billion economy and to sustain the
quality of life of the nearly three million people who
live and work there. Currently, San Diego is Metropolitan's largest water purchaser and is completely
dependent upon Metropolitan for its water supply.
(Metropolitan, supra, 80 CaI.AppAth at p. 1408, fn .
3. 96 CaI.Rptr. 2d 314.) This imported water supply

constitutes up to 90 percent of the region's annual
water supply requirements.
The interpretation of section 135 underlies the
parties' dispute. It is under this section that Metropolitan confers preferential rights to water during
times of scarcity. It does so on the basis of property
taxes and other financial contributions made by its
members for Metropolitan's capital and operating
costs, exclusive of water sales. The 77 year old legislative formula for calculating these preferential
rights is set out in section 135 : "Each member public
agency shall have a preferential right to purchase
from the district for *19 distribution by such agency,
or any public utility therein empowered by such
agency for the purposes, for domestic and municipal
uses within the agency a portion of the water selved
by the district which shall, from time to time, bear the
same ratio to all of the water supply of the district as
the total accumulation of amounts paid by such
agency to the district on tax assessments and otherwise, excepting purchase of water, toward the capital
cost and operating expense of the district's works
shall bear to the total payments received by the district on account of tax assessments and otherwise,
excepting purchase of water, toward such capital cost
and operating expense." (Italics added.)
Metropolitan calculates its members' preferential
rights annually and publishes its calculations. Historically it has sold each of its member agencies, including San Diego, the quantity of water requested,
regardless of whether it was more or less than the
amount to which the member had a preferential right.
Nevertheless, in the event of a water supply shortage
or drought, any Metropolitan member agency can
request that its preferential rights be invoked. However, since the current version of the statute was established in 193 I, such a right of preference has
never been exercised, even in response to past statewide droughts.

r.um

Section 135 exists within the statutory penumbra of the Water Code's **451 more apocalyptical ection 350 (Wat.Code, § 350), which grants water providers vast discretion in meeting water emergencies. This delegation grants water providers authority to declare a "water shortage emergency ...
whenever it finds and determines that the ordinary
demands and requirements of water consumers cannot be satisfied without depleting the water supply of
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the distributor to the extent that there would be insufficient water for human consumption, sanitation, and
fire protection." A water shortage emergency condition within the meaning of this section includes both
an irrunediate emergency, in which a district is presently unable to meet its customers' needs, and a
threatened water shortage, in which a district determines that its supply cannot meet an increased future
demand. (Building Industry Assn. V. Marin Mun. Water Dist. (991) 235 Cal.App.3d 1641. 1646, I
Cal.Rptr.2d 625.) When a water distributor's govel11ing body declares an emergency shortage, it must
adopt regulations that will, in its "sound discretion,"
conserve the water supply for the greatest public
benefit. (}yat.Code, § 353 .) The regulations adopted
pursuant to Water Code section 350 "shall prevail
over the provisions of such laws relating to water
rights for the duration of the period of emergency,"
thereby preempting the preferential rights calculations made under section 135. (Wat.Code, § 357.)
The statutory boundaries of Water Code section 350
and its interrelationship with section 135 remain
largely undefined, although one commentator surmises, "the state Water Code govel11ing water shortage emergencies appears to make preferential rights
unenforceable." (Erie & Joassart Marcelli, Unraveling Southern California'S *20 Water/Growth Nexus:
Metropolitan Water District Policies and Subsidies
for Suburban Development, 1928-1996 (2000) 36
Cal. Western L.Rev. 267,290, fn. omitted.) f N2

L2

Despite the fact that neither section

ill nor Water Code section 350 is being affirmatively enforced in this litigation, we
find that the issues presented by San Diego's
claims are ripe for judicial decision now.
Before a controversy is ripe for adjudication
it " ' must be definite and concrete, touching
the legal relations of parties having adverse
legal interests. [Citation.]' " (Pacific Legal
Foundation V. California Coastal Com .
(1982) 33 Cal.3d 158, 170-171, 188
Cal.Rptr. 104,655 P.2d 306, quoting Aetna
Life Ins. CO. V. Haworth (1937) 300 U.S.
227,240-241. 57 S.Ct. 461. 81 L.Ed. 617.)
Thus, "[t]he legal issues posed must be
framed with sufficient concreteness and
immediacy so that the court can render a
conclusive and definitive judgment rather
than a purely advisory opinion based on hypothetical facts or speculative future events.
[Citation.]" (Hayward Area Planning Assn.

v. Alameda County Transportation Authority
(l999) 72 Cal.AppAth 95, 102, 84
Cal.Rptr.2d 744.) In HmJward Area Planning Assn., this court found that a writ claim
challenging the scope of the agency's statutory authority was ripe because the action
presented "purely a legal issue upon which
the parties express fundamental disagreement." (Jd. at p. 103. 84 Cal.Rptr.2d 744;
see also Alameda Counfv Land Use Assn. V.
City of Havward (1995) 38 CaI.AppAth
1716. 1723, 45 Cal.Rptr.2d 752[declaratory
relief claim was appropriate where "the parties are in fundamental disagreement over
the constlUction of particular legislation .. .. "].) We address the merits of this controversy because the primary issue tendered
is purely a legal one-whether section 135 is
properly construed by Metropol itan, upon
which the facts in this case will have little
bearing.
San Diego claims that Metropolitan interprets
section 135 improperly and does not give it preferential rights credit for substantial payments San Diego
makes that are undisputedly used for Metropolitan's
capital costs and operating expenses. These payments
are made by paying Metropolitan's water rates, which
are currently the primary means by which Metropolitan covers its capital and operating expenses. Yet,
Metropolitan "calculates **452 the purported preferential rights of its member public agencies annually
and excludes any credit for revenues paid to Metropolitan as water rates in conjunction with delivery of
water despite the fact that these revenues provide the
majority of the financial contribution toward Metropolitan's capital costs and operating expenses. " Instead, San Diego asserts that if correctly interpreted,
section 135 requires that Metropolitan's calculation
include that portion of the water rates being used by
Metropolitan for capital expenditures and operating
expenses, excepting only that portion spent for the
direct purchase of water.
As a result of Metropolitan's calculations, San
Diego, which purchases more water than any other
member agency, is allocated preferential rights to less
than 15 percent of Metropolitan's available water
supply. This is so despite the fact that San Diego has
contributed over 22 percent of Metropolitan's capital
costs and operating expenses, largely through these
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water purchases. Thus, San Diego alleges that its
:'water supply needs" exceed its calculated preferential rights under section 13 5 by almost 50 percent,
"leaving half of San Diego's water supply vulnerable
to pre-emptive claims by others."
*21 On the other hand, San Diego claims that its
comember, respondent City of Los Angeles (Los Angeles), has improperly received "a windfall" from
this method of calculation. It points out that Los Angeles, one of Metropolitan'S founding member agencies with a large tax base, has contributed more in
property taxes than any other member agency, largely
to finance, construct and operate the Colorado River
Aqueduct, thereby accumulating preferential rights
credit in the process. However, it makes water purchases from Metropolitan only to supplement its water supply needs . In expanding on this point, a recent
law review article has explained how Los Angeles
slakes its municipal thirst for water this way : "Los
Angeles, whose taxpayers paid 75% of the costs of
the Colorado River Aqueduct, drew little [Metropolitan] water-only 8% of total deliveries-because the
city continued to develop its own water supplies. In
the 1930's, Los Angeles extended its system to the
Mono Lake Basin. Later, in 1970, the city completed
a second aqueduct to the Owens Valley. Owens Valley water was far cheaper because it featured a gravity-flow system while [Metropolitan] needed costly
pumping plants to move its Colorado River water
over desert mountains." (Erie & 10assart-Marcelli,
Unraveling Southern California's Water/Growth
Nexus , supra, 36 Cal. Western L.Rev. at p. 273.) As a
result, San Diego complains that Los Angeles has
contributed only 12 percent of Metropolitan's capital
costs and operating expenses, while enjoying preferential right to 22 percent of Metropolitan's water supply, because it has paid its full complement of property taxes while using Metropolitan only as a supplemental water source. Because of its advantageous
position, San Diego claims that Los Angeles has opposed attempts to "correct" Metropolitan's erroneous
interpretation and application of section 135 .
San Diego's first amended complaint alleges 10
causes of action that may roughly be divided into two
groups-the first group challenges Metropolitan's administrative interpretation of section 135, and the
second group raises constitutional and other equitable
considerations if Metropolitan's interpretation is upheld . Specifically, San Diego's first and second

causes of action seek declaratory relief as to the statutory interpretation of section 135. The third, fourth,
and fifth causes of action seek declaratory relief as to
the constitutionality of section 13 5 as currently interpreted and applied by Metropolitan. The sixth cause
of action seeks to estop Los **453 Angeles "from
asserting claims or demand for its preferential rights
as interpreted by Metropolitan under [s]ection
135 ... ." The seventh cause of action seeks an accounting to substantiate San Diego's claim "that the
overwhelming majority of the dollars collected from
[San Diego] in conjunction with water sales were
applied directly to the capital costs and operating
expense of Metropolitan's works. " The eighth and
ninth causes of action seek injunctive relief enjoining
Los Angeles from invoking, and Metropolitan from
implementing, preferential rights under section 135
"at the expense of depriving [San Diego] of the *22
relative percentage of water it historically has obtained from Metropolitan ... ." The tenth cause of action seeks a writ of mandate based on Metropolitan's
claimed "duty to interpret and enforce [sJection 135
in a manner that is constitutional and in accordance
with principles of common law and equity .. .."
Metropolitan and Los Angeles filed demurrers
asserting that each cause of action failed to state facts
sufficient to constitute a cause of action. As noted,
there are 25 Metropolitan member public agencies
besides San Diego. Twenty-four of these member
public agencies joined Metropolitan's demurrer (one
stayed neutral). The trial court sustained the demurrers without leave to amend, and on March 25, 2002,
filed a judgment dismissing the first amended complaint. San Diego filed a timely notice of appeal. FN3
FN3. The City of Los Angeles and Metropolitan, including its member agencies, are
represented by separate counsel and have
filed separate briefs on this appeal. However, Metropolitan and Los Angeles have
each joined in the arguments made by the
other to the extent they are applicable. Thus,
unless we indicate to the contrary, each of
the arguments discussed below is applicable
to each respondent.

III.

illill

DISCUSSION
A. Standard of Review
The standard of review on appeal from a
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judgment dismissing an action after sustaining a demurrer is well settled. "The reviewing court gives the
complaint a reasonable interpretation, and treats the
demurrer as admitting all material facts properly
pleaded. [Citations.] The court does not, however,
assume the truth of contentions, deductions or conclusions of law. [Citation.]" (Aulny V. rri City Hospital Dis!. (1992) 2 Cal.4th 962, 966-967, 9 Cal.Rptr.2d
92, 831 P.2d 317; SlIvarts V. Budget Group. lnc.
(2000) 81 Cal.AppAlh 1153 , 1157, 97 Cal.Rptr.2d
722.) Here, we are called upon to review the language of section 135. Where the material facts are
conceded or undisputed, as in this case, the issue becomes one of statutory interpretation and therefore is
purely a question of law which is independently reviewed. (People V. Duz Mol' Diaf[l1ostic LahoratOlY.
Inc. (1998) 68 Cal.AppAth 654, 660, 80 Cal. Rptr.2d
419; R & P Capital Resources. Inc. ll. Califomia
State Lotterv (1995) 31 Cal.AppAth 1033, 1036, 37
Cal.Rptr.2d 436.) Even so, " ' ... "the judiciary, although taking ultimate responsibility for the construction of the statute, accords great weight and respect to the administrative construction. [Citation.]" ,
[Citation.]" *23(CiticOlp North America. lnc. V.
Franchise Tax Bd. (2000) 83 Cal.AppAth 1403,
14 18,1 00 Cal.Rptr.2d 509, quoting Yam aha Corp. of
America ll. State Bd. of Equalization (1998) 19
Cal.4th I, 12, 78 Cal.Rptr.2d 1. 960 P.2d 1031.)
B. First and Second Causes of Action-Statutory
Interpretation
ill San Diego's first and second causes of action
seek declaratory relief as to the **454 statutory interpretation of section 135. These claims arise from the
important historical fact that in the 1960's and 1970's,
Metropolitan's major source of revenue shifted from
property taxes to charges for water sold to its member
agencies. (See generally Erie & Joassart Marcelli,
Unraveling Southern California'S Water/Growth
Nexus, supra, 36 Cal. Western L.Rev. at p. 273.) For
example, when the Metropolitan opinion was issued
in 2000, approximately 75 percent of Metropolitan's
revenues were generated through rates charged to
supply water to its member agencies. (Metropolitan,
supra, 80 Cal.AppAth at pp. 1416- 141 7, 96
Cal.Rptr.2d 314.) Revenues from water rates now
account for over 90 percent of Metropolitan's total
revenues. Moreover, Metropolitan now recovers almost all of its capital, operating, and maintenance
costs through the sale of water to its member agencies. Indeed, water rate revenues currently pay for
100 percent of Metropolitan'S operating expense and

. .

FN4. San Diego does not contend that Metropolitan engaged in untoward conduct by
structuring its water rates to recoup most of
its operating and capital expenses. That argument would be futile. Substantial deference must be given to the Board's determination of its rate design. (See generally
Bly don V. East Ball MUll . Utilitv Dis!. (1994)
24 Cal.AppAth 178, 196, 29 Cal.Rptr.2d
128 .) "Rates established by the lawful ratefixing body are presumed reasonable, fair
and lawful. [Citations.]" (Hansen V. Citv of
San Buenavelltura (1986) 42 Cal.3d 1172 ,
11 80,233 Cal.Rptr. 22, 729 P.2d 186.)
Because of this shift, San Diego's first cause of
action alleges that "Metropolitan's calculation of
preferential rights is arbitrary in light of the current
funding formula," whereby those who purchase water
are paying a substantial percentage of the capital
costs and operating expenses without receiving any
recognition in the form ofpreferentiaJ rights. It goes
on to argue that Metropolitan has a duty to interpret
and enforce section 135 "properly," and so ought to
calculate preferential rights "according to each
agency's total financial contributions [in particular
including water purchase payments] toward ... [Metropolitan's] capital costs and operating expense .... "
Only in this way will section 135 compOli with the
apparent intention of the Legislature "of fairly and
equitably allocating Metropolitan's water supplies
among its member public agencies based on each
member's total payments toward the capital costs and
operating expense of Metropolitan's works."
*24 Alternatively, San Diego's second cause of
action seeks a judicial declaration invalidating
section 135 based on these "changed circumstances."
It alleges that because of the funding shift occurring
over the past 40 years, section 135 no longer advances its legislative purpose and that it is "no longer
... applicable" for calculating preferential rights.

I.Ql Our review of these causes of action requires
us to assess the meaning of the relevant provisions of
section 135, a task of first impression. In doing so,
we start with the well-established rule of statutOlY
construction that we are to ascertain the intent of the
Legislature so as to effectuate the purpose of the law.
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This is accomplished by turning first to the statutory
language, giving effect to the ordinary meaning of the
words employed. (Robert F. Kennedy Medical Center
V. Belshe (J 996) 13 Cal.4th 748, 756, 55 Cal.Rptr.2d
I 07. 9 19 P .2d 721.) " 'Where the words of the statute
are clear, we may not add to or alter them to accomplish a purpose that does not appear on the face of the
statute or from its legislative history. ' [Citations.]"
([bid.)

ill As noted, the preferential rights clause was
enacted in 1927 (Stats .1927, ch. **455 429, § 5-112,
p. 701) and later amended in 1931. (Stats.1931, ch.
323, § 5-1/2, p. 817.) As part of the repeal and reenactment of the entire act in 1969, the preferential
rights clause was renumbered as section 135 .
(Stats.1969, ch. 209, § 135, pp. 506-507.) The parties
agree on the statute's overall meaning. Paraphrasing
the statutory language, San Diego explains : "Section
ill grants a preferential right to water in a ratio proportional to payments by [Metropolitan] members
toward [Metropolitan's] capital costs and operating
expenses excepting 'purchase[ ] of water.' " However, both Metropolitan and San Diego offer opposite
interpretations of the important statutory language,
"excepting purchase of water." San Diego argues that
we must read the phrase "purchase of water" literally,
with an insistence upon precise and uniform terminology. So viewed, San Diego claims that since
section l35's intent and purpose was to give preferential rights credit to member agencies for all monies
paid to Metropolitan and applied to capital costs and
operating expenses, Metropolitan must include monies collected for capital costs and operating expenses
as part of a purchase of water.Th'2
FN5. On October 2, 2002, while this appeal
was being briefed, San Diego filed a motion
asking us to take judicial notice of certain
documents relevant to Metropolitan's water
rate structure. On October 31, 2002, we
granted San Diego's request for judicial notice of these documents. These judicially noticed documents reveal that after the dismissal of San Diego's first amended complaint on demurrer, Metropolitan changed its
water rate structure and approved the "unbundling" of its water rates. The unbundling
documents purportedly show the numerous
cost-based components that comprise Metropolitan's water rates, including those com-

ponents used to fund capital costs and operating expenses.
To the contrary, Metropolitan has for over 70
years interpreted this language in section 13 5 to mean
that "amounts paid for water purchases are *25 not to
be taken into account in determining preferential
rights, whatever those amounts are used for." According to Metropolitan, a proper appreciation of the
legislative history of section 135 should persuade us
to reject San Diego's interpretation, and endorse its
long-standing, consistent administrative interpretation of the statute which is entitled to " 'great weight
and respect' .. .. " (YanlOha Corp. or America V. State
Bd. or Equalization. supra, 19 Cal.4th at p. 12, 78
Cal.Rptr.2d I, 960 P.2d 1031.)
The Legislature has not specifically defined the
"excepting purchase of water" terminology at issue.
However, "[ w lords and phrases are construed according to the context and the approved usage of the language; but technical words and phrases, and such
others as may have acquired a peculiar and appropriate meaning in law ... are to be construed according
to such peculiar and appropriate meaning or definition." (Civ.Code, § 13.)
First, we conclude that section l 35 does not imbue "excepting purchase of water" with a technical or
distinctive meaning. Section 135 grants all member
public agencies preferential rights credit in proportion to each agency's respective contribution toward
capital costs and operating expenses with one exception-payments made by member agencies for "purchase of water." But where the operating expenses
and capital costs of Metropolitan are included in the
rate charged for the water, is a member entitled to
receive preferential rights credits for that amount of
the water charges attributable to these costs and expenses? The "plain meaning rule" of statutory interpretation (Great Lakes Properties, Inc. V. O N o(EI
Segundo (1977) 19 al.3d 152. 137 Ca1.Rptr. 154,
561 P.2d 244) is not dispositive because the words of
the disputed phrase, "excepting purchase of water,"
are not clear on their **456 face. However, the answer lies in applying another well-recognized tenet of
statutory construction.

ill Where an examination of the plain wording
of a disputed statutory term or phrase does not conclusively supply its meaning, the court should next
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consider the statutory context in which the disputed
phrase appears, to determine if its meaning can be
derived from harmonizing it with the overall statutory
purpose of the scheme. (Powav Un ified School Dist.
\I. Superior Court (1998) 62 Cal.AppAth 1496, 1503.
73 Cal.Rptr.2d 777. ) Thus, the doctrine of noscitur a
sociis (the meaning is derived from context) allows
courts to find the meaning of a disputed phrase by
reference to the entire enactment of which the phrase
is a part. (Gifford V. J & A Holdings (1997) 54
Cal.AppAth 996, 1004, 63 Cal.Rptr.2d 253.) Where
necessary, this involves drawing inferences as to
meaning based on the context of the language under
examination. (Sail Rafael EJementGlY Schoof Dist. V.
Slale Bd. orEG/lIeation (1999) 73 Cal.AppAth 1018,
1022,87 Cal.Rptr.2d 67.)
*26 As noted, the general purpose of section
ill is to set forth a formula by which Metropolitan's
members will be entitled to preference based on the
amount each member contributes to Metropolitan's
capital costs and operating expenses . In so doing, the
statute excludes from the preference formula any
amount of capital costs and operating expenses which
might be included as part of the "purchase of water."
Thus, the statute clearly contemplates that Metropolitan's charge for the "purchase of water" to its members may include amounts allocated for capital costs
and operating expenses. Were it not so, there would
be no reason to excl ude the "purchase of water" from
the preference formula.
For this reason we reject San Diego's interpretation of the phrase "purchase of water" as being intended to mean only "the cost of the water resource,"
and not the "bundled" charge for water inclusive of
capital costs and operating expenses. If the phrase
were so limited, there would be nothing to "except"
from the formula . In other words, because the charge
for the "water resource" itself does not include capital costs and operating expenses , there would have
been no reason for the Legislature to "except" it from
the formula. FN6
FN6. Applying this same reasoning, we reject as well San Diego's attempt to draw any
meaningful distinction between the Water
Code's use of the alternative phrases "water
rates" (which it argues can include capital
and operating costs) and the "purchase of
water. "

While res0l1 to normal textual rules of statutory
construction is sufficient to resolve the parties' dispute, the meaning we attribute to the phrase "excepting purchase of water" finds further support when it
is considered in context, as a complementary portion
of a statutory scheme. (See generally Metropolitan.
supra. 80 Ca1.Ap DAth at DP. 1424 1425, 96
Cal.Rptr.2d 314.) It is another fundamental rule of
statutory construction that "every statute should be
construed with reference to all other statutes of similar subject so that each part of the law as a whole
may be harmonized and given effect. [Citation.)"
(Franch ise Tax Bd. V. Superior Court ( 1998) 63
Cal.AppAth 794, 799, 73 Cal.Rptr.2d 889.)
We begin by noting that in reviewing the legislative scheme, it is abundantly evident that the Legislature has given Metropolitan's board of directors
(Board) tremendous flexibility in generating its revenues. FN7 The Board is empowered to **457 impose
rates and charges for water provided by the District.
(§§ 130-134.) The Board may also raise revenue by
assessing a property tax (§ § 109-305, 307); assessing
a benefit assessment (§§ 134.6-134.9); issuing shortterm revenue certificates (§§ 296-299.5); and incurring bonded indebtedness (§§ 200-295.3).
FN7 . The Board is comprised of at least one
representative from each member public
agency plus additional representatives based
on the assessed valuation of property within
the member agency (§ 109-51).

ill *27 The Board is also expressly authorized
under section 134.5 to collect a water standby or service availability charge from its member agencies.
"Standby and availability charges are fees exacted for
the benefit which accrues to property by virtue of
having water available to it, even though the water
might not actually be used at the present time."
(KenneG/v V. Citv of Ukiah (1977) 69 Cal.ApD.3 d 54 5,
553, 138 Cal. Rptr. 207.) It is apparent that section
134.5, added to the Act by the Legislature in 1984
(Stats.1984, ch. 271, § 5, pp. 1434-1435), was intended to furnish an additional source of funding for
the Board.
Significantly, the Legislature clearly contemplated, from section 135's inception, that revenue
from water sales would ultimately be used to pay for
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Metropolitan's capital costs and operating expenses.
Nevertheless, the Legislature enacted section 13 5,
which specifically excludes water purchases from the
preferential rights calculation. Indeed, the same legislative session that enacted what is now section 135 in
1931 (Stats .1931, ch. 323, § 5-112, p. 817) also enacted what is now section 134, modified slightly by
subsequent legislation. The 1931 statute provided:
"The board of directors shallfix such rate or rates for
water furnished as will pay the operating expenses of
the district, provide for repairs and depreciation of
works owned or operated by such district, pay the
interest on any bonded debt, and, so far as practicable, provide a sinking or other fund for the payment
of the principal of such debt as the same may become
due; it being the intention of this section to require
the district to pay the interest and principal of the
bonded debt from the revenues of such district, so far
as practicable .. .." (Italics added.) (Stats.1931, ch.
323, § 7, subd . U), pp. 824-825.) The simultaneous
enactment of the specific phrase at issue, "excepting
purchase of water" in section 135, reflects the Legislature's desire to create an exception from the general
rule that all revenue used to pay capital costs and
operating expenses would count toward the calculation of preferential rights.
Moreover, during the very same session in which
the Legislature amended section 134 and enacted
sections 134.5 134.9, several bills were proposed that
would have repealed the current version of section
ill. The Legislature did not act on these bills. That
the Legislature did not change section 135 at the
same time it passed legislation amending related provisions again suggests Metropolitan's interpretation
comports with legislative intent. (CalifOrnia Mfrs.
Assn. V. Public Utilities Com. (1979) 24 Ca1.3d 836.
845-846, 157 Cal.Rptr. 676, 598 P.2d 836.)
In summary, we have uncovered nothing in
section 135, its legislative history, or the overall
statutOlY scheme supporting San Diego's argument
that the Legislature intended the phrase "excepting
purchase of water" to impose a requirement that Metropolitan break down its water rate into component
parts *28 thereby giving preferential rights credit for
"amounts ... applied to the categories or classifications of capital costs and operating expenses." On the
contrary, we conclude that the express **458 legislative intention indicates just the opposite. The legislative history, when coupled with the nature of the

amendments to the statutory scheme over the years,
reveals a legislative awareness and expectation that
water rates would eventually generate sufficient
revenues to pay the bulk of Metropolitan's capital and
operating expenses. Notwithstanding this knowledge,
the exception in section 135 is worded in broad
terms, excepting the member agency's "purchase of
water" from the preferential rights calculation.
Indeed, if the Legislature had wished to enact a
version of section 135 embracing San Diego's position it could have done so by simply omitting the
explicit language "excepting purchase of water." In
that way, the portion of water sales used to pay capital costs and operating expenses would be counted
toward the accumulation of preferential rights. Instead, the Legislature'S inclusion of the language "excepting purchase of water" supports the evident purpose of excluding any portion of water rates used to
pay capital costs and operating expenses from the
formula for calculating preferential rights. Consequently, San Diego's interpretation of section 135
renders the words "excepting purchase of water"
meaningless surplusage, violating the rule of statutory construction to "give meaning to every word of a
statute if possible." (Arnell V. Dal Gelo (\ 996) 14
Cal.4th 4. 22.56 Cal.Rptr.2d 706. 923 P.2d I.)
UQl Finally, the fact that a statute may be harsh,
unfair, inequitable or create hardships does not show
that the Legislature did not mean what it said. The
courts are not concerned with the expediency, wisdom or utility of legislative enactments so long as
constitutional principles are not violated . (Fein V.
Pennanente Medical Group (1985) 38 CaL3d 137.
163,21 1 Cal.Rptr. 368, 695 P.2d 665 [court may not
"strike down a statute simply because we disagree
with the wisdom of the law or because we believe
that there is a fairer method for dealing with the problem"].) Even if this court thought it was a good idea
to give San Diego preferential rights credit for the
portion of capital costs and operating expenses paid
from revenues raised by water sales, that determinaFN8
tion is for the Legislature, not us, to make.
(California Teachers Assn. V . Governing Ed. of Rialto Unified School Dis!. (1997) 14 CalAth 627, 633.
59 Cal.Rptr.2d 671, 927 P.2d 1175.)

fN8. This court hesitates to pronounce the
preferential rights formula in section 135 inequitable, as the various equities here are
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complex and do Dot yield an obvious solution. Indeed, setting water policy in this state
has proven to be an exquisitely political endeavor. Thus, San Diego's policy concerns,
expressed in a parade of horriblesuncertainty over its baseline water supply,
inability to conduct long-range planning and
development, and the potential hardships
created by the deprivation of almost 50 percent of its water supply-must necessarily be
addressed to the Legislature.

Daily Op. Servo 2551, 2004 Daily Journal D.A.R.
3707
END OF DOCUMENT

Ull *29 San Diego also questions the viability
of section 135 in light of changed conditions. "As the
facts have changed since [s]ection 135 was adopted
to a situation in which a majolity and ever increasing
percentage of Metropolitan's capital costs and operating expenses are being paid with money raised within
the water rate revenues, [s]ection 135 no longer is
applicable for determining the relative allocation of
water among the Member Agencies when demand
exceeds supply ." However, modification of a statute
made obsolete by virtue of changed conditions is a
legislative, not a judicial, prerogative. (See Naismith
Dental Corp. V. Board of Dental Examiners (! 977)
68 Cal.Aop.3d 253 , 263, 137 Cal. Rptr. 133 .) In
**459 Palermo v. Stockton Theatres. Inc. (1948) 32
Cal.2d 53, .63, 195 P.2d I, the California Supreme
Court stated this rule clearly: " '[I]n the absence of a
constitutional objection it is generally held that the
courts have no right to declare a statute obsolete by
reason of a supervening change in the conditions under which it was enacted. [Citations.]' " The proper
forum for San Diego's "changed circumstances" argument is the Legislature, not here.
C.-E.~
FN** See footnote *, ante.

IV.
DISPOSITION
The judgment is affirmed .
We concur: HAERLE, Acting PJ., and LAMBDEN,
J.
Cal.App. I Dist.,2004.
San Diego County Water Authority V. Metropolitan
Water Dist. of Southern California
117 Cal.App.4th 13, II Cal.Rptr.3d 446, 04 Cal.
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Executive Summary
Introduction
For more than 80 years, Metropolitan Water District of Southern California has played a
foundational role in the growth and well-being of Southern California through its ability to
provide reliable supplies of high-quality water to one of the most economically vibrant regions of
the nation and the world. But forward-looking, successful enterprises, such as Metropolitan,
must continuously reassess the assumptions underlying their business model and seek different
views of their future prospects under varying scenarios, unconstrained by the particular
circumstances and conflicts of the moment. In this spirit, Metropolitan’s Board of Directors
established the Blue Ribbon Committee (BRC) in January 2010 to look over the horizon and
consider how Metropolitan might be affected over the next 50 years by potential—and
significant—changes in its operating environment from natural and human factors. More
specifically, Metropolitan’s Board asked the BRC to “make recommendations for new business
models and strategies to position Metropolitan to meet our region’s water-related needs and to
provide for sustainability for Southern California in the coming decades.”1

Metropolitan’s Current Business Model
Metropolitan is a public agency, established under an act of the California legislature in
1927 and incorporated in 1928. Metropolitan is now composed of 26 member agencies located in
Southern California: 14 cities, 11 municipal water districts, and one county water authority.
Metropolitan was established to provide its member agencies with imported water from the
Colorado River that the members could not have obtained acting independently of one another.
This concept was and remains Metropolitan’s value proposition to its members: acting on its
members’ behalf to do what they could not do alone. For the past 20 years, its mission has been to
“[p]rovide its service area with adequate and reliable supplies of high-quality water to meet present and
future needs in an environmentally and economically responsible way.”2
_________
1 Metropolitan Board of Directors, “Ratify Membership of Blue Ribbon Committee,” letter 5G, February 9, 2010; see
Appendix A. As of April 11, 2011: http://edmsidm.mwdh2o.com/idmweb/cache/MWD%20EDMS/003705544-1.pdf
2 Metropolitan Water District of Southern California, “About MWD,” updated March 29, 2011. As of April 11, 2011:
http://www.mwdh2o.com/mwdh2o/pages/about/about01.html
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Metropolitan has implemented this value proposition and mission, providing Southern
California with a reliable regional water system that has supported dramatic growth in
population and the economy in the region through the importation of water, support for
developing local sources of water, and water conservation. When necessary over the past
82 years, Metropolitan has adjusted its business model and operations to respond to and
anticipate increasing demand for water from a growing population and economy, changes in the
availability of water, and regulatory constraints on withdrawals from the Delta and Colorado
River to conserve and protect ecological resources—and, in the process, ensure long-term
reliability of water supplies. Metropolitan has invested in new sources of water and storage
facilities and coped with major droughts. In the face of all of these changes, Metropolitan has
reliably delivered water to the region.
The main document goes into each element of Metropolitan’s current business model.
Table S.1 summarizes key elements of this model, which include Metropolitan’s value
proposition and how it responds to customer demand, provides a diversified water portfolio and
makes investments, and provides water services. The key elements also include how
Metropolitan finances itself and prices its products and services and the manner in which it
governs itself.
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Table S.1. Summary of Metropolitan’s 2011 Business Model

Business Model Component

Metropolitan 2011
•

Value proposition

•
•
•

Customer demand

•
•

Diversified water portfolio and
investments

•
•
•
•

Provider of water services

•
•

Finances and pricing

•
•
•

Governance and operations

Leadership in technology and
workforce development

•

Exploit economies of scale for import
infrastructure
Enable members to take actions they could
not take individually
Advocate on behalf of member agencies
Develop new imported suppliesa to meet
growing demand
Moderate demand through conservation
programs and subsidies to members
Provide imported water from CRA and
SWP to supply about 50 percent of the
region’s supplies
Purchase supplemental supplies from
agricultural users
Provide 1.5 MAF of regional surface storage
Subsidize local supply projects through the
LRP
Lead regional integrated resource planning
process
Conduct communication and education
programs on water conservation
Receive 80 percent of revenues from water
sales and 20 percent from fixed charges and
property taxes
Utilize average-cost pricing with limited
two-tiered tariff and unbundling
Subsidize conservation and some local
production
Govern with a 37-member Board of
Directors
Operate as a cooperative among member
agencies
Not an explicit element

NOTE: CRA = Colorado River Aqueduct. SWP = State Water Project. MAF = million
acre-feet. LRP = Local Resources Program.
a
Imported supplies refers to water resources originating from outside Metropolitan’s
service area, including, for example, water from Northern California, the Colorado River,
and transfers from agricultural users.

Confronting a Changing and Uncertain Future
Although the business model summarized in the previous section has enabled
Metropolitan to remain a reliable provider of services to its members for more than 80 years,
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change and variability over the next 50 years will substantially affect Metropolitan’s ability to
continue to do so. However, the magnitude of many of the changes and their effects are
unknown; no sound scientific basis exists for determining the actual probability of most of these
changes. As an alternative to guessing about these probabilities, the BRC took the perspective of
approximating the risks inherent within a plausible range of these changes and uncertainties, and
then considering what the impact on Metropolitan might be if these changes were to occur. These
potential changes present both significant challenges and opportunities for Metropolitan and its
member agencies. Table S.2 summarizes those changes relative to the main business model
elements in Table S.1 and projects the likely direction of change and impact on Metropolitan’s
business model.
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Table S.2. Uncertain Factors That Could Affect Metropolitan’s Business Model in the Future

Factor Affecting Element of
Business Model

Likely Direction of Trend

Potential Impact on
Metropolitan and Its
Members

Customer demand
Increasing population;
Increased demand
Population and demographic
increasing
unless moderated by
changes
concentration in
price signals and other
inland regions
conservation measures
Increasing
Economic development and
nonagricultural
Changes in supply and
shifts in industrial and
demand among users
economic activity;
agricultural activities
declining agriculture
Increasing water-use
efficiency; public
Future water-use rates and
Decreased demand per
knowledge about
attitudes toward water
capita
water insufficient to
meet challenges
ahead
Water-supply portfolio and investments in infrastructure
Hotter; more variable
precipitation; possible
Increased demand;
decreased supplies;
Regional climatic conditions
declines in
precipitation; decrease
increased flooding risks
in snowpack
Availability and reliability of
Decreasing or highly
Decreased supplies
imported water
variable supplies
Increased cost of SWP
supplies affecting future
Investments in Delta
Uncertain relative to
investment choices of
restoration and conveyance
alternatives
Metropolitan and
member agencies
Increasing, depending
Opportunities for local
Increased regional
on costs relative to
supply development
supplies
imports
Increased likelihood of
Natural disasters and
Increasing risks
longer supply
terrorism
disruptions
Finances and pricing
Declining member
Fiscal condition of the public
Declining capacity to
interest or capability to
sector
raise capital
invest in existing and
new infrastructure
Infrastructure maintenance
Upward pressure on
Increasing
costs
prices
High costs of imports
Energy costs
Increasing
and other energyintensive local supplies
Governance and operations
Governance, operational, and
Uncertain volume of
financial challenges
Uncertain
newly developed local
associated with developing
supplies
new local sources
More destabilizing
Member agency cohesion
Declining
disputes
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Factor Affecting Element of
Business Model

Likely Direction of Trend

Members’ investment
priorities and capabilities

Increasing disparity
among members in
priorities and capabilities

Workforce demographics and
skill mix

Wave of retirees from
current workforce;
increased diversity; lessskilled workforce; greater
employee expectations

Potential Impact on
Metropolitan and Its
Members
Increased friction among
members and between
members and
Metropolitan
Difficulty attracting,
recruiting, training, and
hiring appropriately
trained workforce

The cumulative impact on Metropolitan of the likely direction of future trends in these
uncertainties will present significant opportunities for progress and at the same time place
considerable stress on the key elements of Metropolitan’s current business model. The BRC
sought to understand how Metropolitan could be affected and how the current business model
will need to change to be reliable, resilient, and robust as these challenges are confronted, some of
which are here now.
Three key points emerged from the BRC’s consideration of trends and uncertainties:
•

Imported supplies are essential under any future scenario. For decades to come,
Southern California will continue to rely on imported water from the Delta, the Colorado
River, and other sources to supplement local water supplies. These local sources are
presently inadequate in the aggregate to meet the region’s needs; their costs span a wide
range, both lower and higher than the costs of water from the SWP. Maintaining reliable
imported supplies at a level that is sufficient to meet demands above those met by local
sources is essential for the region’s economic well-being for the foreseeable future.
Further investment by SWP water users at some level will be necessary to modify the
manner in which water is diverted from the Delta to the SWP and CVP aqueducts to
improve reliability of water supply. It is also anticipated that further public investment,
such as bond funding, will be critical to restoration of the Delta. The CRA presents its
own set of challenges of aging infrastructure and impacts from increase in use of
entitlements by other Colorado River Basin states and from climate change.
But the costs of maintaining and even expanding imported supplies through transfers
from agricultural users or other sources will almost certainly rise in the future. As a
consequence, Metropolitan will have to increase rates to cover these higher costs. Higher
rates could change the value proposition for some member agencies if they find that
(1) prospective local supply options have become less costly and more reliable relative to
imports than is presently the case and (2) those sources are not susceptible to the same or
comparable climate, regulatory, and cost impacts or disruptions as those affecting
imported supplies.
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The BRC finds that reduced sale of imports from whatever cause (including conservation)
undermines Metropolitan’s current business model, given its dependence on such sales to cover
approximately 80 percent of its costs and its diminishing ability to maintain adequate water rate
stabilization reserves to mitigate rate increases.
•

Local supplies and water-use efficiency will play an increasing role in the region’s
supply portfolio. The Integrated Resources Plan (IRP) indicates that local supplies will
likely increase in the proportion of water used in the region. Metropolitan’s current
business model supports this development through its LRP, which subsidizes local
supply development through payments per unit of supply. The premise of the subsidy is
that local resource development by some members benefits all members through greater
regional reliability and reduced demands on finite imports. This approach has been
successful in jumpstarting the development of more costly local resource options, such as
some recycling programs, but has not added significantly to regional supplies for the
past several years.
But, as the share of local production increases by necessity, the cost of these subsidies
will likely exceed the current Board-imposed cap on the cost of the program; either the
cap will need to be lifted or Metropolitan will need to forgo further investments. If the
costs of local supply development remain high relative to imports, the incentives
provided by Metropolitan might not be sufficient to overcome the barriers that exist in
developing some local resources at the scale needed to meet demand. Finally, if the costs
of some types of local supply projects drop relative to imports, the need for subsidization
of those types will be reduced accordingly.
The BRC finds that Metropolitan’s approach to helping member agencies develop local supplies
through LRP subsidies has been yielding low returns over the past several years and, in the
absence of modifications, is unlikely to prove adequate to meet the region’s needs over the coming
decades when financial conditions, particularly investment needs for the Delta, are even more
challenging.

•

There are risks and opportunity costs of planning under current trend assumptions. In
many plausible future scenarios, the share of imports in the region’s portfolio from the
SWP and CRA is likely to decrease. Indeed, this is a near-certainty for the CRA supplies.
Under these scenarios, locally developed supplies will need to increase from their current
level and transfers from agricultural water users also pursued.

•

But, if sales of imports from the SWP and CRA decline for whatever reason and the
current business model remains in place, Metropolitan’s revenue base will continue to
erode (if needed rate increases prove to be infeasible to implement), and possibly its
membership base as well. This will make it difficult for Metropolitan to maintain its
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existing infrastructure and participate in the investment in a new conveyance structure,
the restoration of the Delta, as well as continue to play a leading role in developing new
local sources in the region.
Looking further out to 2060, the BRC finds that a wide range of economic, demographic, climate,
and other conditions could prevail in which the import-focused revenue model and existing
governance structure could prove constraining and impose risks to Metropolitan’s long-run
financial viability.
In the future, the region will continue to rely on imported supplies from the CRA and the
SWP, but, at the same time, it will need to invest in local supply development and conservation
in Southern California on a much larger scale than previously achieved. The challenge going
forward for Metropolitan and its members is to develop a business model, and associated
governance approach, that manages risks associated with investments in both imported and local
resources and infrastructure, because overinvestment in one represents potential opportunity
costs for the other.
For Metropolitan to offer as compelling a value proposition to its member agencies in
2060 as it has for its first 82 years of history, it will need a business model that is reliable, resilient,
and robust under a wide range of future scenarios. No one can predict the future, but
Metropolitan and its members can pursue a business model designed to seize opportunities to
deal successfully with whatever challenges the future might hold.

Looking Out to 2060: A Business Model for the Future
With the goal of ensuring that Metropolitan is reliable, resilient, and robust in the future,
the BRC looked out 50 years to help develop a new vision for Metropolitan 2060. The main
document details that vision. Table S.3 summarizes the proposed 2060 vision.
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Table S.3. Vision for Metropolitan 2060

Business
Model Element

Metropolitan’s Vision
Metropolitan helps the region achieve security through diversity as

Diversified
water portfolio

•

provider of imported water

•

partner in the stewardship of the ecosystems of its source waters
to assure reliability

•

facilitator of local supply development, potentially as a co-investor

•

developer and manager of regional storage

•

facilitator of demand management

Metropolitan serves as a developer and manager of a regional system for
conveyance and storage and a regional integrator of water services (e.g.,
storage, wheeling, and trading) as
Provider of
water services

•

leader in broader integrated planning and management

•

operator of a regionally integrated supply system to facilitate
transfers and trades of water among members

•

catalyst for technological innovation and deployment

Metropolitan relies on a self-sustaining financial and pricing model
using
Financial
stability

•

incentives for conservation, efficiency, and local source
development

•

revenue model that supports regional infrastructure and local
supply development

•

exploitation of energy resources to reduce costs and diversify the
revenue base

Metropolitan serves as a cooperative of member agencies managed for
common benefit by implementing
Innovations in
operations and
governance

•

new partnerships with the public and private sectors

•

advanced and diverse workforce for expanded roles in water
management and planning

•

advanced and effective communication strategies for consumer
education and active engagement in conservation

From this combination of regional importer, integrator, facilitator, investor, and leader
will come Metropolitan’s new value proposition in 2060. Members have diverse interests and
varying degrees of dependence on Metropolitan’s current supply. Metropolitan’s challenge will
be to meet the different needs of its members by delivering imported and additional water and
other services that members cannot economically and reliably provide for themselves. The main
document details the new value proposition. Table S.4 summarizes that proposition.
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Table S.4. Value Proposition for Metropolitan 2060

Members can better manage risks of supply shortages and demand
fluctuations because Metropolitan
Manage
risks

•

provides continued access to imports

•

spreads costs of ensuring against disruptions in imported supplies

•

provides region-wide access to locally developed supplies

•

smoothes price fluctuations through storage

Metropolitan, drawing on the skills and expertise not only of its own staff
but also of its member agencies, provides water services more efficiently
and effectively than members can provide on their own because of its
Provide
services

•

risk management tools (e.g., storing, wheeling, transfers, and trading)

•

expert and diverse workforce

•

leadership on consumer-driven communications

•

leadership in technological innovation

Members who develop their local supplies benefit from Metropolitan’s
Facilitate
investments
in local
supplies

•

greater access to capital if investors have confidence in the reliability
of the revenue stream

•

ability to facilitate projects sized to sell into a large regional market

•

spreading of the risks of investments by connecting to a larger system

In thinking through how to implement the new vision and value proposition, the BRC
suggested changes to the current business model shown in Table S.1. Table S.5 puts the 2011
business model elements side by side with the proposed new ones. The main document presents
the arguments underlying these suggested changes. Some things stay the same, but entries in
bold represent enhancements or additions in the Metropolitan 2060 model. Over the long term,
the new model will strengthen the financial sustainability of Metropolitan and offer member
agencies a compelling value proposition that will merit their continued participation in the
cooperative.
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Table S.5. Comparison of 2011 and 2060 Metropolitan Business Models

Key Business Model
Elements

Customer
demand

Metropolitan 2011

Diversified
water portfolio
and
investments
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•

Moderate demand through
proactive demand-management
policies, including pricing and
direct investment in efficiency
programs

•

Provide imported water from the
CRA and the SWP

Provide imported water from
CRA and SWP to supply about
50 percent of the region’s
supplies
Purchase supplemental
supplies from agricultural
users
Provide 1.5 MAF of regional
surface storage

•

Make additional purchases of
imported water

•

Increase region’s local supplies by
more than 50 percent

•

Increase Metropolitan investment
in some local production

•

Increase regional groundwater and
small-scale surface storage

Subsidize local supply projects
through the LRP

•

Exploit energy resources through
partnership or other means for cost
savings and diversification of
revenue

•

Lead IRP process

•

Increase communications with
public and other audiences

•

Develop advanced workforce to
meet needs of new model

•

Provide interregional storage and
conveyance infrastructure

•

Facilitate transfers and trades

•

Co-finance conservation and local
production

•

Better align revenues with fixed
and variable costs

•

Make revenue less dependent on
sales of imports

•

Set prices to incentivize
conservation and local production

•

Generate revenues from transfers,
trading, and investments in local
production

•

Moderate demand through
conservation programs and
subsidies to members

•
•

•

Lead IRP process

•

Communicate with public

•

Develop workforce to meet
projected needs

•

Finances and
pricing

Meet growing demand through codevelopment (with member
agencies and private sector) of an
increasingly diverse mix of water

Develop new imported
supplies to meet growing
demand

•

Provider of
water services

•
•

•

Metropolitan 2060

Generate 80 percent of
revenues from water sales, 20
percent from fixed charges and
property tax

•

Employ average-cost pricing

•

Apply limited two-tiered tariff

•

Offer limited unbundling

•

Subsidize conservation and
some local production

xxv

Key Business Model
Elements

Metropolitan 2011

•

Governance
and operations

Leadership in
technology and
workforce
development

Metropolitan 2060

Operate as a cooperative
among member agencies

Not an explicit part of the 2011
business model

•

Operate as a cooperative among
member agencies

•

Enter into partnerships with small
groups of members and other
regional organizations

•

Lead in creating a new workforce
for 21st century

•

Lead proactive consumer-oriented
communications to support
conservation and efficiency

•

Increase visibility and catalytic
role in technology development
for improved efficiency and other
purposes

•

Lead regional efforts to develop,
train, and retain a highly-skilled
and flexible workforce that reflects
the region’s diversity

Implementing the bolded changes to the business model will require making changes
over the coming years in those areas of Metropolitan’s business model. Table S.6 captures the
steps in each area of the business plan the BRC identified to help get Metropolitan to the 2060
business model. The main document provides the underlying rationale for the recommended
steps.
Table S.6. Steps to Get to 2060 Metropolitan Business Model

Key Business
Model
Elements

Customer
demand
Helping
customers
become wise
water users
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Next Steps

•

Evaluate selected demand-management programs in
the United States and abroad to assess efficacy for
testing and possible deployment

•

Develop and implement proactive communication
strategies among members and the public to improve
their understanding of the value of water and new
actions to manage demand

•

Expand public education through investment in longterm campaigns targeting youth over the span of a
generation to increase knowledge and support
workforce development

Page Where
Discussion
Begins in
Chapter Four
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Key Business
Model
Elements

Next Steps

•

Endorse Metropolitan’s continued lead role in
development of the Bay Delta Conservation Plan and
related processes

•

Support California’s efforts to work collaboratively
with others to use its full share of water from the
Colorado River at the least cost

•
Diversified
water
portfolio and
investments

Evaluate the LRP and consider its benefits and
costs relative to alternative approaches for
encouraging regional investments in local supplies;
support the direction of the IRP in encouraging
partnerships to increase local supply development

•

Security
through
diversity

Consider co-development of unsubsidized pilot
projects demonstrating the viability of mediumscale local supply development

•

Accelerate assessments of costs and benefits of
expanding small, distributed surface storage and
expanded groundwater storage in the region

•

Invest in new out-of-basin agricultural water
sources and water from conservation investments

•

Develop strategy for exploiting Metropolitan’s energy
resources in the form of partnerships and funding
opportunities for energy efficiency, energy reliability,
and greenhouse-gas emission reductions

•

Identify potential major elements of a more–regionally
connected system—including a review of previous
studies of groundwater storage-system potential—and
identify gaps in regional conveyance and storage
capacity

•

Expand planning partners to include wastewater,
flood control, and other agencies

•

Build capabilities to analyze the economics of
integrated water-resource planning and
management for the region

•

Evaluate the potential benefits, costs, and constraints
for water trading among members, including the
implementation of several pilot projects

Provider of
integrated
water services
A “grid” for
water
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Page Where
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Begins in
Chapter Four
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68

xxvii

Key Business
Model
Elements

Finances and
pricing
Conserve and
sustain

Governance
and
operations

Leadership in
technology
and workforce
development
Catalyst for
innovation

Next Steps

•

Develop an adaptive long-range financial plan as a
complement to the IRP

•

Initiate a process to review the current pricing
structure in comparison to potential alternatives,
evaluating the sustainability of the various options
under a range of scenarios

•

Review all major cost components and apply
value-engineering principles to the process of
identifying opportunities for cost savings

•

Initiate an external review of governance structure

•

Begin a process to considering changes to the existing
vision and mission statements

•

Brand Metropolitan as a global leader on efficient and
innovative water management and technologies

•

Consider different types of opportunities for taking
a lead role in fostering a water service and
technology innovative region

•

Begin a strategic planning process to assess needs
and actions to shape a workforce that meets the
needs of new business model, including new
training and development programs to increase
qualified personnel to meet workforce needs and
reflect the region’s diversity

Page Where
Discussion
Begins in
Chapter Four

73

77

79

Concluding Comments
Metropolitan is positioned to play a pivotal role in Southern California for decades to
come. However, the present business model will not offer financial stability or enough reliability,
resilience, and robustness against the range of futures that the region, Metropolitan, and its
members could face in the decades ahead.
In all but the most optimistic scenarios of future economic, regulatory, demographic, and
climate conditions, Metropolitan will need to work aggressively with member agencies to
accelerate development of cost-effective and risk-minimizing local supplies, manage demand
through conservation and efficiency gains, and minimize the impact of variable or declining
imports on its revenue stream. Minor adjustments to the current business model may not yield
sufficient change in long-term financial stability and member cohesion to weather the changes
that are already under way, as well as cope adequately with large-scale and unanticipated
disruptions.
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Metropolitan will need to take concrete actions in the near future to prepare for longerterm changes so it can remain financially sustainable and valuable to its members over the long
term. The next several years are the time to initiate planning of workforce and communication
strategies, critical financial analyses, consultations with members and others—and then act—
when neither Metropolitan nor the region is in crisis. These efforts can build on and complement
the adaptive management approach embedded in the IRP process. In crises, options are not
always assessed with clarity and perspective; expediency undermines strategic decisionmaking.
For this reason, the BRC encourages Metropolitan’s Board to consider the suggested next steps
with a sense of urgency, taking full advantage of this period of relatively favorable conditions for
strategic thinking.
Metropolitan’s Board will establish a review committee of members to receive, discuss,
and respond to the BRC’s report and suggestions. BRC members look forward to a continuing
dialogue with the Board and leadership of member agencies as all work together toward a strong
and sustainable cooperative that sets the standard of excellence and innovation in the United
States and abroad.
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June 15, 2011
Attention: Imported Water Committee
Metropolitan Water District’s termination of funding agreements with the San Diego
County Water Authority (Information)
Purpose
This memo provides an update on Metropolitan Water District’s (MWD) recent action
terminating certain funding agreements with the Water Authority based on the so-called “rate
structure integrity” provisions.
Background
In December 2004, the MWD board adopted a policy that purports to protect revenue sources
necessary to fund MWD’s subsidy programs (“water management incentive programs”), called
“rate structure integrity” (RSI). After adoption of the board policy, the RSI language was
included in conservation and local resources funding agreements between MWD and its member
agencies. The board policy was crafted with the Water Authority in mind (see Attachment 1,
Memorandum from Ron Gastelum dated June 18, 2004) and with the intention to squelch any
action that might be taken to challenge MWD’s rate structure. It does so by defining a process
by which the MWD board may terminate funding agreements if a member agency challenges
MWD water rates through litigation or the legislative process.
The Water Authority board adopted a position (Attachment 2) in 2004 opposing the RSI and
declined to execute subsidy agreements that contain RSI provisions. In 2007, in light of the
unfairness of being required to pay for MWD program benefits its ratepayers were not receiving,
the Water Authority board authorized staff to enter into subsidy agreements with MWD, with a
full reservation of rights (Attachment 3). The Water Authority’s position has consistently been
that the RSI is bad public policy and legally unenforceable. Further, it fails completely to
achieve the purpose articulated by MWD of protecting revenue sources necessary to pay for
subsidy programs when taken in the context of MWD’s overall revenues and expenditures.
The Water Authority currently has four active agreements that contain the RSI language,
including three regional conservation programs and one local resources agreement (a joint
agreement with Ramona Municipal Water District).
MWD funds conservation and local water supply agreements with revenues collected through its
Water Stewardship Rate. Although these are water supply costs, the Water Stewardship rate is
assessed on every acre-foot of water MWD transports through its facilities, including non-MWD
water. This is one of the central issues in the Water Authority’s lawsuit against MWD
challenging its water rates.
In addition to issues presented in the litigation, the Water Authority is the largest contributor to
MWD’s Water Stewardship revenues; yet, it receives only a fraction of what it pays to MWD in
program benefits. It is unclear from MWD planning documents how subsidy payments to other
MWD member agencies provide any benefit to the Water Authority and its ratepayers.
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According to MWD reports, the Water Authority currently pays $22.5 million annually but
receives only $7.8 million through MWD program subsidy agreements. MWD staff’s
recommendation to terminate all agreements with RSI provisions means that the Water
Authority, and the ratepayers it serves, will eventually receive nothing in exchange for the tens
of millions of dollars it pays to MWD each year to fund these programs, as existing agreements
that have not been terminated run their course. There are 15 existing agreements with the Water
Authority that were not affected by the board’s vote because they do not contain the RSI
provision.
Discussion
In June 2010, after exhausting years of effort to resolve rate issues at MWD, the Water Authority
board approved filing suit against MWD challenging the adopted 2011 and 2012 water rates,
contending that MWD’s charges for transportation of water are illegal. MWD uses money that it
obtains from overcharging for transportation to subsidize and artificially lower the cost of MWD
water to its member agencies. Because the Water Authority is the largest user of MWD
transportation services, MWD’s improper cost allocation harms the Water Authority’s ratepayers
disproportionately.
As a result of the Water Authority’s rate challenge, the MWD board in August 2010 voted to
initiate the process to consider termination of six subsidy agreements it had with the Water
Authority that contain RSI provisions. That action also directed that no new agreements be
executed with the Water Authority. Since then, funding for two of the subsidy agreements was
completed. The remaining and pending agreements are as follows:
Existing Subsidy Program
Conservation
Conservation
Enhanced conservation
Enhanced conservation
Conservation (Rincon)
Local resources program

Agreement
Regional commercial Program
Regional residential program
Landscape auditor interns
Smart landscape grant program expansion
Enhanced conservation program
San Vicente Water Recycling (Ramona
MWD)

Number
66654
78189
011-2006
024-2007
012-2006
94278

Status
Active
Active
Active
Closed
Closed
Active

Pending Subsidy Program
Conservation
Innovative conservation
Seawater desalination 1

Agreement
Agricultural conservation program
Flow control valve research
Carlsbad seawater desalination

Number
113401
91694
70025

Status
Pending
Pending
Pending

MWD provided a 90-day Notice of Intent to terminate on August 25, 2010 for the regional
conservation agreements it had with the Water Authority and on October 19, 2010 for the local
resources programs it had jointly with the Water Authority, Ramona MWD, and Rincon
Municipal Water District; the Rincon agreement was subsequently completed.
1

Although the Carlsbad seawater desalination project is listed above and on MWD’s recent reports of “pending” agreements,
MWD’s June 14, 2011 Board Memo states that the Carlsbad project would be considered a “new agreement” that would have to
be brought back to Metropolitan’s Board for consideration.
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The Water Authority’s then-Chair Lewis responded (Attachment 4) to MWD’s August Notice of
Intent to terminate stating that the Water Authority had not waived its rights. Chair Lewis also
offered that he would recommend to the Water Authority board an agreement under which
MWD would suspend the payment of any subsidy funding to the Water Authority provided
MWD would also agree to suspend collection of Water Stewardship revenues from the Water
Authority. MWD declined the Water Authority’s proposal and has continued to collect Water
Stewardship charges from San Diego water ratepayers. At this month’s MWD board meeting the
Water Authority delegates, as part of their comment letter on the Chino Basin Desalination
Program, renewed a demand that MWD cease collection of the Water Stewardship Rate from the
Water Authority if it was going to be disqualified from receiving any program benefits. A copy
of the delegates’ letter is attached as Attachment 5.
Mediation on the Water Authority’s agreements took place on March 9, 2011. Mediation on the
Ramona agreement took place on June 6. Retired Justice Howard B. Wiener was the mediator for
both mediations.
Last month, consideration of termination of all Water Authority agreements containing the RSI
provisions was on the MWD board agenda. Staff’s recommendation was to terminate all
agreements. Citing potential impacts to consumers, the Legal and Claims Committee voted
instead to not terminate commercial and residential consumer rebate agreements, and instead,
terminate only the non-consumer agreements (other conservation programs and local resources
agreements) and affirmed the earlier position to defer executing new agreements. The board,
however, decided to table the discussion until June to allow more time to consider options.
This month, with 56.23 percent in support (24.47 percent opposed and 17.99 percent abstained),
the MWD board voted to continue the consumer rebate agreements, but terminate the nonconsumer agreements and decline approval of pending and future agreements. The board’s vote
followed a failed motion to terminate all funding agreements with the Water Authority
containing the RSI clause. That motion failed with 30.63 percent in support, 50.8 percent
opposed and 17.99 percent abstaining (the Water Authority’s delegates were required to abstain
on both votes).
The MWD board action impacts the Ramona MWD’s San Vicente Water Recycling Project
($1.3 million), the smart landscape grant program to fund low-water use landscape retrofit and
training for homeowners ($1.2 million), and the member agency administered program funded
through the regional commercial and residential programs ($800,000 per year). The regional
commercial and residential conservation programs that fund the rebate programs expire in 2015.
Given the board’s action to decline to enter into any further agreements, upon expiration of the
remaining agreements, the Water Authority will be denied any benefits or service under MWD’s
conservation and local project programs to which it is forced to contribute more than $20 million
annually.
Prepared by:
Reviewed by:
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Attachment 1: “Rate Structure Integrity” memo by MWD General Manager Ron Gastelum, dated
June 18, 2004.
Attachment 2: “MWD’s Rate Structure Proposal to Limit the Rights of its Member Agencies”
memo by the Water Authority, dated July 14, 2004.
Attachment 3: “Participation in MWD Water Management Program Incentive Contracts” memo
by the Water Authority, dated April 18, 2007.
Attachment 4: “Rate Structure Integrity” letter to MWD Chairman Tim Brick from Water
Authority Chairman Bud Lewis, dated August 12, 2010.
Attachment 5: “Chino Basin Desalination Program” letter to MWD Chairman Jack Foley from
Water Authority delegates, dated June 13, 2011.
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METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA

Date:

June 18, 2004

To:

Member Agency Managers

From:

Ronald R. Gastelum, Chief Executive Officer

Subject:

Rate Structure Integrity

For several years we have discussed the continuing financial risk to Metropolitan and the
member agencies from the threat of legal or legislative actions undermining our rate
structure. As in the past, some entities for their own gain may challenge the rate structure
in order to convey water at a lesser cost than as required to properly maintain the
system’s integrity and reliability. This challenge is not presented by deficiencies in the
rate structure, but by the continuing economic attraction of lower cost based agricultural
transfer water if it can be conveyed into our service area at marginal cost. Historically,
this has specifically meant challenges to the system access rate and, in the future, perhaps
the water stewardship charge.
One indication that such concerns are still valid was the San Diego County Water
Authority’s position in the QSA agreement reserving their right to challenge
Metropolitan’s uniform wheeling rates after five years from the date of execution of the
QSA.
The problem is not member agencies questioning or trying to change the rate structure in
an open policy deliberation where all agencies may participate. As long as it is done
within our regular board proceedings there is a high likelihood that both the discussion
and outcome would be constructive and produce an equitable and financially sound
result. No single member agency has a majority of the votes and the committee system
encourages consideration of all member agency positions. The recent modernization of
Metropolitan’s rate structure, accomplished with the technical assistance of the member
agency managers, is the best evidence of the healthy and responsible democratic
decision-making process here at Metropolitan.
Our infrastructure costs are going up. Infrastructure costs for agricultural water supplies
are relatively low. We have also made a collective decision to commit hundreds of
millions of dollars to conservation, local resources, and seawater desalination projects.
This resource decision was based on sound reasoning that balanced risk, reliability, and
cost. But, these resources may not always be the least cost water supply options for
Metropolitan and individual member agencies in the near-term. Demand management
projects supported through stewardship rates present long-term advantages in the form of
greater reliability and the
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mitigation of risk that comes with short-term options such as water transfers. In the end,
we believe the IRP strategy will result in better local and regional reliability, even though
these investments may increase our short-term costs relative to other alternatives such as
agricultural water transfers.
I will acknowledge that my assessment of the threat has been shaped by my previous
experience in the waste management industry, and the past several years where
Metropolitan has had to deal with direct legal and legislative assaults on Metropolitan’s
wheeling rates. In the waste management field, I saw well-intentioned companies and
public agencies make large investments in recycling and more environmentally friendly
waste treatment technologies only to find themselves burdened with uncompetitive high
costs while competitors continued to be permitted by law to offer less costly low
technology land disposal options.
Those that seek an economic advantage can characterize the issues in many ways. For
example, it wasn’t long ago that Metropolitan’s rate structure was being described as
monopolistic and archaic. Metropolitan was vilified for blocking a “free water market.”
These arguments, while unfounded, were used during the time that energy was being
deregulated in the late 1990’s to try and convince the State Legislature to mandate a
different rate structure. However, these arguments ignored the clear evidence that such a
mandate would result in inequitable cost shifts among the member agencies. It took a
debilitating California energy crisis and an unexpected financial collapse of Enron to
alarm the Legislature and quell the “reform” proposals that were being aggressively
advocated by SDCWA and private water marketers.
Differing views may be honestly held, but the economic risks remain. The member
agencies and their customers ultimately bear the burden of unfair cost shifts evolving at
the regional level. Further, member agencies themselves face a risk of financial
instability. When costs are rapidly rising to pay for needed infrastructure investments the
cost of new supplies may become unpredictable, making it more difficult to plan and
finance local projects. Thus, the current proposed member agency seawater desalination
projects recognize the need to manage this risk through state, federal and Metropolitan
subsidies.
As we continue to implement Metropolitan’s IRP and comparable member agency plans
we have a choice. We can assume that wheeling rate threats are behind us as a result of
recent past successful efforts against the legal and legislative challenges or we can
consider actions that can be taken to mitigate the risk of challenges to a predictable
revenue base that supports our planned regional and local investments.
I believe we share a responsibility to identify the risk, promote careful analysis, and
mitigate the risk if it is significant. Metropolitan’s board and the member agencies after
due consideration may determine that the risk is not significant, or that even if significant,
they are prepared to assume the risk. These judgments can be made. However, at this
point we have yet to fully evaluate the risks and possible mitigation strategies.
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I have attached proposed language for inclusion in all new Metropolitan LRP and
seawater desalination grant agreements with member agencies. I propose this as an initial
attempt to mitigate the risk I have described.
The proposal recognizes that the IRP strategy will require hundreds of millions of dollars
for Metropolitan grants for local projects. It asserts that as a condition of receiving a
competitive grant, recipients not deliberately engage in actions outside of the
Metropolitan board proceedings that would jeopardize Metropolitan’s rate structure. The
intention is to prevent cost shifts among member agencies and promote regional
cooperation in making needed long-term infrastructure and water supply investments.
I do not believe such a provision is unreasonable or out of the norm. In commerce or
charity one would be hard pressed to find any benefactor willing to allow its recipients
the wholesale right to compromise its financial stability to seek further advantage.
Simply put, it is usually bad business and not healthy for long term relationships to “bite
the hand that feeds you.” In this case, the recipients are individual member agency
grantees, and the benefactors are the other member agencies and with their collective
consent, Metropolitan.
The rate structure integrity language I am proposing permits grant recipients to bring
challenges. However, to encourage them to make their reasonable arguments within the
Board’s rate making process where all agencies can participate, the penalty for outside
challenge is loss of future unpaid grant proceeds.
Finally, Metropolitan is not obligated to provide grants. There are many more grant
requests than funds allocated. It is reasonable to request that voluntary grant recipients
(member agencies with full participation rights in Metropolitan’s governance) agree that
they will refrain from attacking Metropolitan’s rate structure in court or in the legislature
as a grant condition. Beyond forced cost shifts, the cost and risk to Metropolitan and the
member agencies of high profile fights in the courts and the legislature is incalculable
harm to broader regional objectives.
Due process protections have been built into the proposed language at the suggestion of
member agency managers. The Metropolitan CEO does not have unilateral authority.
An opportunity for mediation and appeal to Metropolitan’s board is also provided.
I am open to other ideas and am attempting to begin a meaningful discussion. I am
looking forward to your comments and the discussion at our July Member Agency
Manager’s meeting. I recommend that we focus our discussion on three topics:
evaluation of the risk I have described, the proposed rate structure integrity grant contract
provision, and other ideas. Thank you for your attention and input on this important
issue.
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Proposed language for inclusion in all new MWD LRP and seawater desalination
grant agreements with member agencies
(Attachment to June 18 memo from CEO Gastelum to MWD member agencies)
Rate Structure Integrity
1.

[Grantee] and [Member Agency if different than Grantee] agree and understand
that Metropolitan’s rate structure supports funding for the LRP, as well as other
programs designed to meet Metropolitan’s Integrated Resources Plan water
supply reliability goals. _________ and __________further acknowledge and
agree that Metropolitan’s existing rate structure and methodology, as well as its
current rates and charges and any rates and charges that have been adopted by
Metropolitan’s Board of Directors but are not yet in effect, are valid and have
been properly adopted in accordance with both Metropolitan’s rules and
regulations and all applicable laws.

2.

____________and __________ agree that they will address any and all future
issues, concerns and disputes relating to (a) the System Access Rate and Water
Stewardship Rate and/or (b) those portions of any future Metropolitan rate
structure and methodology intended to recover comparable costs associated with
Metropolitan’s conveyance and distribution system or demand management
programs (hereafter “Rates and/or Rate Structure”) through Metropolitan’s Board
process, and not by filing or participating in any litigation or supporting
legislation to challenge or modify Metropolitan’s Rates and/or Rate Structure.
The Parties further agree that if either__________ or ___________, or both of
them, file or participate in litigation or support legislation to challenge or modify
Metropolitan’s Rates and/or Rate Structure, and any Legislature or court of
competent jurisdiction finds or declares any portion of them to be invalid or
otherwise unenforceable, Metropolitan’s Chief Executive Officer may file a 90day notice of intent to terminate this Agreement with Metropolitan’s Executive
Secretary with copies to all members of Metropolitan’s Board, and
contemporaneously provide
and
with a copy of the notice.
Within 30 days of receipt of such notice _________ and __________ shall have
the right to request in writing mediation of the dispute by a third party neutral
with expertise in finance and rate setting. The mediator shall be selected by
agreement of the parties, or failing agreement within 30 days of such request for
mediation, a mediator shall be selected by the Metropolitan Board of Directors
from a list of at least 4 candidates, two of which will be supplied by ________
and __________ and two of which will be supplied by Metropolitan’s Chief
Executive Officer. The costs of the mediation shall be borne equally by the
parties. The request for mediation shall also serve to stay the 90-day notice of
intent to terminate, but for no more than 90 days beyond the filing of the notice of
request for mediation, unless otherwise agreed in writing by the parties. If
mediation does not result in an agreement acceptable to each party to this
Agreement, within the time provided herein, the notice of intent to terminate shall
be reinstated. Unless Metropolitan’s Board of Directors acts to disapprove
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termination of this Agreement, this Agreement and all of Metropolitan’s
obligations hereunder shall terminate on the ninetieth day following filing of the
notice to terminate, or if mediation has been requested as described above, the
ninetieth day following the request for mediation (or other date agreed in writing
by the parties).
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July 14, 2004
Attention: Water Policy Committee
Report on MWD’s “rate structure integrity” proposal to limit the rights of its
member agencies (Discussion/Action)
Purpose
This report concerns a proposal made by the Metropolitan Water District chief executive
officer that would require member agencies to waive their rights to make any legal or
legislative challenges to MWD’s rate structure in order to remain eligible for receiving
future funding from the Local Resources Program (LRP) and seawater desalination grant
program.
Background
MWD CEO Ron Gastelum has proposed that MWD include language in all new LRP and
seawater desalination grant agreements with member agencies prohibiting grant
recipients from “deliberately engag(ing) in actions outside of the Metropolitan board
proceedings that would jeopardize Metropolitan’s rate structure.” In a memo to MWD
member agency managers dated June 18 (see attachment), Gastelum asserts that MWD
has faced financial risk in recent years because of potential legal or legislative challenges
to its rate structure. The only member agency Gastelum mentions by name is the Water
Authority. In this regard, he refers to the Water Authority reserving its right to challenge
MWD’s uniform wheeling rates after five years of the execution date of the
Quantification Settlement Agreement.
Discussion
Water Authority staff is analyzing the Gastelum proposal as to how it may affect MWD
in general and the Water Authority and its member agencies in particular. Staff has
serious concerns about the legality and fiscal impacts of the plan.
The General Counsel’s office believes that Gastelum’s proposal is unlawful and violates
the “doctrine of unconstitutional conditions,” which prevents government from requiring
the surrender of Constitutional rights in order to receive a government benefit. The
General Counsel’s office also notes that the 27 MWD member agencies have a unique
status as they alone pay MWD’s rates and receive MWD’s services. As such, the member
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Water Policy Committee
July 14, 2004
Page 2 of 2
agencies are the only entities with real standing to challenge MWD’s actions. If those
rights are waived, as proposed, any realistic opportunity to subject MWD’s decisions to
appropriate third party scrutiny would be lost.
In a fiscal sense, the Gastelum proposal seeks to have the member agencies forgo their
right to challenge, in court or the Legislature, decisions regarding the MWD rate structure
in order to retain the right to receive a portion of MWD’s local projects funding. MWD
expects to collect $872.5 million in water rates in the coming fiscal year, according to its
FY 2004-05 budget. During the same period, MWD plans to provide $31.8 million in
funding through its Local Resources and Groundwater Recovery programs. By
complying with the proposed language, a member agency would no longer be able to go
outside the MWD boardroom to question decisions regarding $872.5 million, but would
retain the right to compete for a share of $31.8 million in the present fiscal year.
CEO Gastelum plans to discuss his “rate structure integrity” proposal at a meeting with
MWD member agency managers that will take place after this writing. At the July 22
Water Authority Board meeting, staff will provide any new information gained at this
meeting and in other venues and may propose possible action for Board consideration.
Prepared by: Mark Stadler, Principal Water Resources Specialist
Reviewed by: Gordon A. Hess, Director of Imported Water
Approved by: Dennis A. Cushman, Assistant General Manager
Attachments:
• Memo from MWD CEO to member agency managers on “Rate Structure
Integrity” (June 18, 2004)
• Proposed language for inclusion in all new MWD LRP and seawater desalination
grant agreements with member agencies
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MWD
METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA

Date:

June 18, 2004

To:

Member Agency Managers

From:

Ronald R. Gastelum, Chief Executive Officer

Subject:

Rate Structure Integrity

For several years we have discussed the continuing financial risk to Metropolitan and the
member agencies from the threat of legal or legislative actions undermining our rate
structure. As in the past, some entities for their own gain may challenge the rate structure
in order to convey water at a lesser cost than as required to properly maintain the
system’s integrity and reliability. This challenge is not presented by deficiencies in the
rate structure, but by the continuing economic attraction of lower cost based agricultural
transfer water if it can be conveyed into our service area at marginal cost. Historically,
this has specifically meant challenges to the system access rate and, in the future, perhaps
the water stewardship charge.
One indication that such concerns are still valid was the San Diego County Water
Authority’s position in the QSA agreement reserving their right to challenge
Metropolitan’s uniform wheeling rates after five years from the date of execution of the
QSA.
The problem is not member agencies questioning or trying to change the rate structure in
an open policy deliberation where all agencies may participate. As long as it is done
within our regular board proceedings there is a high likelihood that both the discussion
and outcome would be constructive and produce an equitable and financially sound
result. No single member agency has a majority of the votes and the committee system
encourages consideration of all member agency positions. The recent modernization of
Metropolitan’s rate structure, accomplished with the technical assistance of the member
agency managers, is the best evidence of the healthy and responsible democratic
decision-making process here at Metropolitan.
Our infrastructure costs are going up. Infrastructure costs for agricultural water supplies
are relatively low. We have also made a collective decision to commit hundreds of
millions of dollars to conservation, local resources, and seawater desalination projects.
This resource decision was based on sound reasoning that balanced risk, reliability, and
cost. But, these resources may not always be the least cost water supply options for
Metropolitan and individual member agencies in the near-term. Demand management
projects supported through stewardship rates present long-term advantages in the form of
greater reliability and the

Page 73 of 563

mitigation of risk that comes with short-term options such as water transfers. In the end,
we believe the IRP strategy will result in better local and regional reliability, even though
these investments may increase our short-term costs relative to other alternatives such as
agricultural water transfers.
I will acknowledge that my assessment of the threat has been shaped by my previous
experience in the waste management industry, and the past several years where
Metropolitan has had to deal with direct legal and legislative assaults on Metropolitan’s
wheeling rates. In the waste management field, I saw well-intentioned companies and
public agencies make large investments in recycling and more environmentally friendly
waste treatment technologies only to find themselves burdened with uncompetitive high
costs while competitors continued to be permitted by law to offer less costly low
technology land disposal options.
Those that seek an economic advantage can characterize the issues in many ways. For
example, it wasn’t long ago that Metropolitan’s rate structure was being described as
monopolistic and archaic. Metropolitan was vilified for blocking a “free water market.”
These arguments, while unfounded, were used during the time that energy was being
deregulated in the late 1990’s to try and convince the State Legislature to mandate a
different rate structure. However, these arguments ignored the clear evidence that such a
mandate would result in inequitable cost shifts among the member agencies. It took a
debilitating California energy crisis and an unexpected financial collapse of Enron to
alarm the Legislature and quell the “reform” proposals that were being aggressively
advocated by SDCWA and private water marketers.
Differing views may be honestly held, but the economic risks remain. The member
agencies and their customers ultimately bear the burden of unfair cost shifts evolving at
the regional level. Further, member agencies themselves face a risk of financial
instability. When costs are rapidly rising to pay for needed infrastructure investments the
cost of new supplies may become unpredictable, making it more difficult to plan and
finance local projects. Thus, the current proposed member agency seawater desalination
projects recognize the need to manage this risk through state, federal and Metropolitan
subsidies.
As we continue to implement Metropolitan’s IRP and comparable member agency plans
we have a choice. We can assume that wheeling rate threats are behind us as a result of
recent past successful efforts against the legal and legislative challenges or we can
consider actions that can be taken to mitigate the risk of challenges to a predictable
revenue base that supports our planned regional and local investments.
I believe we share a responsibility to identify the risk, promote careful analysis, and
mitigate the risk if it is significant. Metropolitan’s board and the member agencies after
due consideration may determine that the risk is not significant, or that even if significant,
they are prepared to assume the risk. These judgments can be made. However, at this
point we have yet to fully evaluate the risks and possible mitigation strategies.
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I have attached proposed language for inclusion in all new Metropolitan LRP and
seawater desalination grant agreements with member agencies. I propose this as an initial
attempt to mitigate the risk I have described.
The proposal recognizes that the IRP strategy will require hundreds of millions of dollars
for Metropolitan grants for local projects. It asserts that as a condition of receiving a
competitive grant, recipients not deliberately engage in actions outside of the
Metropolitan board proceedings that would jeopardize Metropolitan’s rate structure. The
intention is to prevent cost shifts among member agencies and promote regional
cooperation in making needed long-term infrastructure and water supply investments.
I do not believe such a provision is unreasonable or out of the norm. In commerce or
charity one would be hard pressed to find any benefactor willing to allow its recipients
the wholesale right to compromise its financial stability to seek further advantage.
Simply put, it is usually bad business and not healthy for long term relationships to “bite
the hand that feeds you.” In this case, the recipients are individual member agency
grantees, and the benefactors are the other member agencies and with their collective
consent, Metropolitan.
The rate structure integrity language I am proposing permits grant recipients to bring
challenges. However, to encourage them to make their reasonable arguments within the
Board’s rate making process where all agencies can participate, the penalty for outside
challenge is loss of future unpaid grant proceeds.
Finally, Metropolitan is not obligated to provide grants. There are many more grant
requests than funds allocated. It is reasonable to request that voluntary grant recipients
(member agencies with full participation rights in Metropolitan’s governance) agree that
they will refrain from attacking Metropolitan’s rate structure in court or in the legislature
as a grant condition. Beyond forced cost shifts, the cost and risk to Metropolitan and the
member agencies of high profile fights in the courts and the legislature is incalculable
harm to broader regional objectives.
Due process protections have been built into the proposed language at the suggestion of
member agency managers. The Metropolitan CEO does not have unilateral authority.
An opportunity for mediation and appeal to Metropolitan’s board is also provided.
I am open to other ideas and am attempting to begin a meaningful discussion. I am
looking forward to your comments and the discussion at our July Member Agency
Manager’s meeting. I recommend that we focus our discussion on three topics:
evaluation of the risk I have described, the proposed rate structure integrity grant contract
provision, and other ideas. Thank you for your attention and input on this important
issue.
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Proposed language for inclusion in all new MWD LRP and seawater desalination
grant agreements with member agencies
(Attachment to June 18 memo from CEO Gastelum to MWD member agencies)
Rate Structure Integrity
1.

[Grantee] and [Member Agency if different than Grantee] agree and understand
that Metropolitan’s rate structure supports funding for the LRP, as well as other
programs designed to meet Metropolitan’s Integrated Resources Plan water
supply reliability goals. _________ and __________further acknowledge and
agree that Metropolitan’s existing rate structure and methodology, as well as its
current rates and charges and any rates and charges that have been adopted by
Metropolitan’s Board of Directors but are not yet in effect, are valid and have
been properly adopted in accordance with both Metropolitan’s rules and
regulations and all applicable laws.

2.

____________and __________ agree that they will address any and all future
issues, concerns and disputes relating to (a) the System Access Rate and Water
Stewardship Rate and/or (b) those portions of any future Metropolitan rate
structure and methodology intended to recover comparable costs associated with
Metropolitan’s conveyance and distribution system or demand management
programs (hereafter “Rates and/or Rate Structure”) through Metropolitan’s Board
process, and not by filing or participating in any litigation or supporting
legislation to challenge or modify Metropolitan’s Rates and/or Rate Structure.
The Parties further agree that if either__________ or ___________, or both of
them, file or participate in litigation or support legislation to challenge or modify
Metropolitan’s Rates and/or Rate Structure, and any Legislature or court of
competent jurisdiction finds or declares any portion of them to be invalid or
otherwise unenforceable, Metropolitan’s Chief Executive Officer may file a 90day notice of intent to terminate this Agreement with Metropolitan’s Executive
Secretary with copies to all members of Metropolitan’s Board, and
contemporaneously provide
and
with a copy of the notice.
Within 30 days of receipt of such notice _________ and __________ shall have
the right to request in writing mediation of the dispute by a third party neutral
with expertise in finance and rate setting. The mediator shall be selected by
agreement of the parties, or failing agreement within 30 days of such request for
mediation, a mediator shall be selected by the Metropolitan Board of Directors
from a list of at least 4 candidates, two of which will be supplied by ________
and __________ and two of which will be supplied by Metropolitan’s Chief
Executive Officer. The costs of the mediation shall be borne equally by the
parties. The request for mediation shall also serve to stay the 90-day notice of
intent to terminate, but for no more than 90 days beyond the filing of the notice of
request for mediation, unless otherwise agreed in writing by the parties. If
mediation does not result in an agreement acceptable to each party to this
Agreement, within the time provided herein, the notice of intent to terminate shall
be reinstated. Unless Metropolitan’s Board of Directors acts to disapprove
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termination of this Agreement, this Agreement and all of Metropolitan’s
obligations hereunder shall terminate on the ninetieth day following filing of the
notice to terminate, or if mediation has been requested as described above, the
ninetieth day following the request for mediation (or other date agreed in writing
by the parties).
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April 18, 2007
Attention:

Imported Water Committee

Participation in MWD Water Management Program Incentive Contracts (Action)
Purpose
This report updates the Board on pending MWD water management program incentive contracts
and presents the MWD Working Group’s recommendation for moving forward to secure funding
for the Water Authority and its member agencies.
MWD Working Group Recommendation
Enter into LRP, CCP and SDP contracts, reserving the Water Authority’s positions and
subject to the limitations and reservations contained in this and related board memoranda.
Alternative
1. Maintain status quo and do not enter into incentive contracts that contain “rate
structure integrity” (RSI) language.
Fiscal Impact
During Fiscal Year 2007 the Water Authority did not receive approximately $300,000 in
financial incentives from MWD in support of the Commercial Industrial and Institutional
voucher program. This shortfall has been made up by additional Water Authority funds. During
fiscal years 2007 and 2008 it is estimated that the Water Authority would have to forgo
approximately $5.7 million in MWD funding for various water conservation programs.
Background
MWD has a number of water management programs intended to augment MWD supplies by
providing incentives for local supply development and demand reduction. These programs
include the Local Resources Program (LRP), Conservation Credit Program (CCP), and Seawater
Desalination Program (SDP). Since 2005, MWD’s water management program incentive
contracts have included a so-called “rate structure integrity” provision. At its July 22, 2004
meeting, during the time when the rate structure integrity provision was being considered by
MWD’s board, the Water Authority’s Board of Directors established a policy opposing, on the
basis of poor public policy, any proposals that would condition the receipt of MWD services or
money on a waiver of constitutional rights. It is not recommended that the Board change that
policy. Since adoption of that policy, Water Authority staff has declined to execute any incentive
contracts that contain the RSI provision, based upon the Board’s policy.
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Currently, Rincon del Diablo MWD has a contract pending for a residential water budgets
project under MWD's Innovative Conservation Program. The Water Authority also has not
renewed an agreement, which expired December 2004, that would provide financial incentives to
the Commercial, Industrial and Institutional sector. In addition, a master agreement that provides
incentives to landscape, residential washers and toilet retrofits is scheduled to be renewed on
July 1, 2007.
Chair Steiner has established an MWD Working Group comprised of the Met Delegates and
Board Officers assisted by the General Manager, Assistant General Manager, General Counsel,
Imported Water Director, Interagency Program Manager and MWD consultant Chris Frahm.
This memorandum presents the recommendation of the MWD Working Group.
Discussion
The Water Authority continues to believe that the RSI provision is poor public policy and legally
unenforceable. The Water Authority has governmental responsibilities to protect the region’s
water ratepayers and cannot and does not waive those responsibilities. The Water Authority
continues to believe that supply programs, such as the LRP, CCP and SDP are not properly
funded by transportation charges under the MWD rate structure.
At the same time, however, the Water Authority and its member agencies desire to obtain a share
of the funding they have provided to Metropolitan through rates and charges to pay for MWD’s
water management program incentive contracts. The incentive contracts provide potential
remedies for any alleged breach, including return or cessation of incentive payments and
payment of attorneys’ fees. In order to avoid forfeiture of the region’s fair share of funding
under MWD water management program incentive contracts, the MWD Working Group
recommends that the Water Authority enter into LRP, CCP and SDP contracts, reserving its
positions and subject to the limitations and reservations contained in this and related board
memoranda. The Water Authority does not intend to litigate MWD’s current rate structure, but it
cannot know what future actions the MWD Board may take since the MWD rates are established
annually and are subject to change by MWD’s Board of Directors.
Prepared by: Daniel S. Hentschke, General Counsel
Prepared by: Dennis A. Cushman, Assistant General Manager
Approved by: Maureen A. Stapleton, General Manager
Attachments:
 Draft Incentive Contract Between MWD, Water Authority and Rincon del Diablo
Municipal Water District
 July 14, 2004 Board Memo, Report on MWD’s “rate structure integrity” proposal to limit
the rights of its member agencies
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Aug. 12, 2010
Timothy Brick
Chairman
Board of Directors
Metropolitan Water District of Southern California
P.O. Box 54153
Los Angeles, CA 90054-0153
Re:

Board Agenda Item 8-9: "Rate Structure Integrity”

Dear Chairman Brick:
As stated in past correspondence, the San Diego County Water Authority believes that
the so-called “rate structure integrity” provision in MWD incentive funding contracts is
both bad public policy and legally unenforceable. The Water Authority has governmental
responsibilities to protect our region’s water ratepayers and has declined to waive its
rights or responsibilities in order to get back a share of the money it has paid to MWD
through water rates to fund these incentive programs.
In its recently filed lawsuit, the Water Authority has questioned the propriety and legality
of MWD’s rate structure, including the manner in which it allocates the costs of water
supply programs that are paid for, in part, by incentive payments. We ask that the board
consider the following requests during its closed session meeting Tuesday to discuss
San Diego’s incentive funding contracts.
1. I will recommend to my Board of Directors an agreement under which MWD
suspends the payment of any incentive funding to the Water Authority during the
pendency of the litigation provided that MWD agrees to suspend collection of
Water Stewardship Rate revenues from the Water Authority during the same
period.
2. The RSI policy and contract provisions do not state whether RSI funding will be
restored retroactively in the event that the court finds in favor of the plaintiff
challenging MWD’s rate structure. Please provide clarification of the board policy
on this point.
3. Jeff Kightlinger informed us at the IRP Public Forum meeting in San Diego August
10 that the reason MWD does not require its member agencies to legally commit
to pay for MWD projects and programs is because the board of directors will not
agree to do so. The current IRP proposes spending billions of dollars, including
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substantial investments in member agency programs. The Water Authority is
willing to contractually commit to pay for MWD projects and programs it wishes to
purchase from MWD. We would like to know if the rest of the board will now
consider adding this contractual requirement as part of its rate structure in order
to fulfill the intended purpose of Rate Structure Integrity in a more comprehensive
fashion.
We appreciate your consideration of these requests and look forward to receipt of your
written responses.
Sincerely,

Claude A. “Bud” Lewis
Chair
Board of Directors
cc:
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MWD Board of Directors
San Diego County Water Authority Board of Directors

June 13, 2011
Jack Foley, Chairman
Metropolitan Water District of Southern California
P.O. Box 54153
Los Angeles, CA 90054-0153
Re: Board Memo 8-6 – Consolidated Agreement for Chino Basin Desalination Program –
OPPOSE
Dear Chairman Foley and Members of the Board of Directors,
We have reviewed June Board Item 8-6 regarding the consolidation of local resources program
agreements for the Chino Basin Desalination Program and must inform you that we cannot
support approval of this item for reasons described below
No Showing of Regional Benefit
While the Chino Basin Desalination program is undoubtedly a wise local water supply project,
Board Memo 8-6 fails to establish a regional benefit that would support the payment of MWD
subsidies to pay for the project. No regional benefit is established by saying that, under this
agreement MWD will pay less than it would pay under a different agreement with MWD– unless
that agreement provides a regional benefit. Although the board memo states that MWD would be
helping avoid the spread of contamination and the potential loss of additional groundwater
resources, MWD does not have any water rights or other interest in the Chino groundwater basin.
There is no indication that MWD has acquired any water or storage right or other regional benefit
that would support its payment of these local water supply costs. While we strongly support local
water supply development, we do not believe that San Diego County’s ratepayers may reasonably
be required to fund local water supply projects solely for the benefit of other MWD member
agencies, especially at a time when MWD’s own water sales are already plummeting.
The Analysis is Flawed Because it Depends on Outdated Facts
In addition to the above concerns, there is no rational basis for including a replenishment
assessment (RA) as an eligible project cost when calculating MWD’s subsidy payments. The
inclusion of RA makes clear that this project requires replacement water to sustain the production.
The 1991 memorandum that purportedly supports inclusion of these costs is outdated and based
on the notion that expanded groundwater use will be helpful during “drought” periods; written at
a time when replenishment water continued to be available during non-drought periods. Today’s
reality is just the opposite – with imported water expected to be available for storage in only three
out of every 10 years and with MWD highly dependent on storage of this water to meet water
supply demands in dry years. It does not make sense for MWD to subsidize one member
agency’s purchase of imported water to replenish groundwater basins – for any reason. It is time
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for a complete overhaul of MWD’s LRP program to reflect current water supply and financial
realities.
Agreement is Inconsistent with Board Policy Accounting for Grant Funding
The board’s existing LRP policy is to reduce project costs by 100% of grant funding. This is
done to ensure equity and that the recipient agency does not pay less for its subsidized local water
supply project than the cost of MWD water. Under the proposed agreement, this protection is
arbitrarily reduced by half – the result being that the rest of MWD’s member agencies pay more
in order for one member agency to pay less.
Agreement Violates Board Policy and Terms for All LRP Funding Agreements
At the time the Water Authority’s Carlsbad seawater desalination project came before the board
of directors, the following motion was passed by the board of directors:
Adopt the CEQA determination and authorize the General Manager to enter in an
SDP agreement with SDCWA and its retail agencies for 56,000 AFY under terms
included in this letter provided that the SDP agreement will terminate if (A)
Metropolitan determines that it will no longer (i) provide incentives or other
financial support to its member agencies for seawater desalination, water recycling
or groundwater recovery projects through the Local Resources Program, Seawater
Desalination Program or similar programs; or (ii) utilize the Water Stewardship
Rate, or a similar charge to fund the Local Resources Program, Seawater
Desalination Program or other similar programs; or (iii) include the Water
Stewardship Rate as a charge for all water conveyed on the system; and (B) the
member agency included in such SDP agreement or a delegate from that member
agency votes in favor of such determination. These provisions would apply only so
long as all new agreements contain similar provisions.
In accordance with this board policy, all subsequent LRP funding agreements have included this
condition on funding. But the proposed agreement under Board Memo 8-6 violates this board
policy by providing a firm financing commitment instead of an agreement that that is consistent
with board policy and can be terminated by MWD on the conditions noted above. While we
agree that a fixed financing commitment improves the project proponent’s ability to secure bond
funding and other financing, that is exactly the argument that was made by the Water Authority
and rejected by the MWD board when it adopted the board policy it is now disregarding. MWD
is administering subsidy programs in an inconsistent and arbitrary and capricious manner.
MWD Should Collect the $6 Million Overpayment to CDA and Increase Oversight
According to the board memo, CDA has been paid $6 million more than it was entitled to receive
under the existing agreement. Given MWD’s current and projected budget deficits and rate
pressures, MWD should require repayment of this money now, rather than “finance” it as part of a
new agreement. Clearly, additional auditing and oversight is also needed to better track payments
to member agencies under the LRP program.
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Effect of Disqualification of the Water Authority from Subsidy Program Benefits
The Water Authority pays more to support MWD’s conservation and local supply programs than
any other MWD member agency. By MWD’s own estimate, the Water Authority averages $22.5
million annually in Water Stewardship Rate payments; yet, under MWD board policy and action
under the RSI clause, the Water Authority and the ratepayers it serves are ineligible for program
benefits. The Water Authority hereby makes formal demand that MWD cease collection of
Water Stewardship Rate dollars from the Water Authority’s ratepayers so we may fund our own
conservation and local water supply development projects directly. The Water Authority will
commit to spend these dollars on water conservation and local supply development in San Diego
County so that there will be no net impact to MWD in achieving its articulated water
conservation and local water supply development objectives. Those MWD member agencies that
choose to “pool” their funding for the development of local water supplies would remain free to
do so.
For these reasons, the Water Authority delegates do not support item 8-6.
Sincerely,

Jim Bowersox
Director

Lynne Heidel
Director

Keith Lewinger
Director

cc: Jeff Kightlinger, MWD General Manager
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Fern Steiner
Director

June 15, 2011
Attention: Imported Water Committee
Colorado River Binational Discussions Report (Information)
Purpose
This report provides information on binational cooperative activities related to the Colorado River,
including new water sources, environmental restoration projects, water conservation, shortage
criteria and salinity control management.
Background
Mexican and U.S. agencies are engaged in a cooperative process to improve Colorado River water
supplies and water management. This binational effort involves the U.S. federal government, the
seven Colorado River basin states, and federal, state, and local agencies from Mexico. These
agencies, which include the Water Authority, participate in workgroups that focus on new water
supplies, water conservation, environmental restoration, shortage criteria, and system operations.
The binational parties met most recently early this month in Tijuana, where they discussed ongoing
activities in each work group.
Recent binational activities
Last year, most of the binational water management effort was focused on addressing impacts of an
earthquake that struck the Mexicali Valley in April 2010, and making arrangements to operate the
Yuma Desalination Plant on a trial basis. The countries executed three binational minutes, or
formal agreements, related to these efforts. The minutes are:
• Minute 316 allowed Mexico and non-governmental organizations to convey extra water
through the Wellton-Mohawk Bypass Drain, which enabled pilot operation of the Yuma
Desalination Plant by providing environmental makeup water that would have otherwise
flowed into the Cienega de Santa Clara in Mexico.
• Minute 317 stated the formal objectives of the binational cooperative process.
• Minute 318 allowed adjustments to Mexico’s Colorado River water delivery schedule
needed because of the earthquake-damaged water conveyance infrastructure.
A binational leadership group has met five times this year to further develop common areas of
interest and identify specific projects to pursue. The group discussed funding needs, information
needed to support decision-making, requirements for experts and consultants, stakeholder
consultation, and formal agreements necessary to implement projects and river management. The
discussion resulted in six fundamental issues that need to be addressed in 2011, and five specific
projects that will be pursued. The key issues include salinity control; shortage and surplus criteria;
binational water storage and exchange mechanisms; and water for the environment. The projects
that will be pursued include:
1. the Rosarito Beach seawater desalination plant study;
2. a new regulating reservoir on the Alamo Canal in Mexico;
3. a land-fallowing program in Mexico;
4. an environmental restoration project in Mexico; and
5. conveyance of a portion of Mexico’s Colorado River water through the All American Canal.
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The leadership group organized two new workgroups to focus on specific issues: a salinity group to
review water quality management; and a hydrology group to study shortage and surplus criteria.
System Operations Workgroup: Conveyance of water through All American Canal
Mexico is interested in conveying some of its Colorado River water through the All American
Canal as a means of securing an improved water supply to the communities on the coastal Baja
zone (Tecate, Tijuana, Rosarito Beach, and Ensenada) and to deliver water under emergency
conditions, such as in the aftermath of an earthquake. Workgroup members which include
representatives from the Imperial Irrigation District, the City of San Diego and the Bureau of
Reclamation are studying a connection of about 200 cfs capacity that would be located at the
western end of the All American Canal, near the takeoff of the Westside Main Canal. Activities
planned for this and next year include design and permitting of the project, funding, and IBWC
agreements on terms and conditions for project implementation. Construction could be
completed by early 2014.
Environmental Workgroup: habitat restoration project
This workgroup recommended implementation of a habitat restoration project located at Miguel
Aleman, in the Limitrophe Section in Baja California. The project would restore up to 50 acres
of cottonwood/willow and mesquite habitat that would be consistent with U.S. efforts on the
Lower Colorado River Multiple Species Conservation Plan. Both countries would provide funds
for the project, with the U.S. share estimated to be about $325,000 and the Mexican share about
$375,000. For 2011, the workgroup expects to complete project design, with Reclamation’s
assistance, and reach necessary agreements to implement the project.
Conservation Workgroup: Alamo Canal water conservation project; land fallowing project
The Alamo Canal project would construct a regulating reservoir on the Alamo Canal near
Matamoros Dam in Mexico. The reservoir would have a capacity of about 570 af. The purpose
of the reservoir is to regulate water that could be used for agricultural or environmental water
use. The reservoir is near to and could be linked with the Miguel Aleman restoration project.
The current workplan provides a budget of about $500,000 for the project. The workgroup is
also reviewing opportunities for a land-fallowing conservation program, similar to fallowing
programs in the U.S. The intent is to initially explore a pilot project that would use the water for
environmental purposes.

New Water Sources Workgroup: Rosarito Beach seawater desalination plant study
Several water agencies and the Mexican federal government are funding a study to determine the
feasibility of constructing a large-scale seawater desalination plant in Rosarito Beach.
The feasibility study intended to determine whether a seawater desalination plant could be
developed and constructed in a way that provides benefits to water users of both nations. Water
from a desalination plant in Mexico could be delivered directly to San Diego County through a new
pipeline, or could be exchanged for some of Mexico’s 1.5 maf apportionment of Colorado River
water
Salinity Workgroup
This new workgroup was formed to review salinity impacts of proposed projects and
management actions, and to identify approaches to minimize salinity as a water quality issue.
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A number of proposed actions, such as storing Mexican Colorado River apportionment in Lake
Mead for future delivery, could result in changes to the salinity of water delivered to Mexico.
The salinity of water delivered to Mexico is regulated under an existing IBWC minute. The
workgroup has no projects at this time, but will review all proposed projects and management
actions, and make recommendations for accommodating changes in salinity impacts.
Hydrology Workgroup
This is a new workgroup that was formed to review conditions under which Colorado River
shortages and surpluses are shared binationally. It will build upon computer modeling studies
that were completed last year to develop shortage and surplus triggers that could be applied to
Mexico. Shortage management is expected to be addressed as part of a comprehensive set of
cooperative actions in a future formal agreement, or minute, between the U.S. and Mexico.

Prepared by:
Reviewed by:
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Dave Fogerson, Senior Engineer
Halla Razak, Colorado River Programs Director

June 15, 2011
Attention:

Imported Water Committee

Metropolitan Water District Program Report (Information)
Purpose
This report summarizes activities associated with the Metropolitan Water District of Southern
California and other imported water agencies and organizations.
Discussion
Metropolitan Water District (MWD). This report provides a summary of key actions taken at
the June 13 and 14 meetings of the MWD board of directors. The next board meeting is on July
11 and 12, 2011.
The Water Authority delegation supported 11 of 13 action items approved by the MWD Board.
The delegation opposed entering into a Local Resources Program with Inland Empire Utilities
Agency, Western Municipal Water District and Chino Basin Desalter Authority for the Chino
Basin Desalination Program. The delegation also abstained on an item related to termination of
funding agreements containing the Rate Structure Integrity (RSI) language.
Subsidy funding agreements. The board approved termination of all contracts with the Water
Authority containing RSI language, except for consumer and business rebates under the regional
commercial and residential conservation. The board also instructed staff to not enter into any
future local supply development and conservation funding agreements with the Water Authority.
This action is discussed more fully in a separate board memo.
The board also authorized entering into a consolidated agreement under the Local Resources
Program with the Inland Empire Utilities Agency, Western Municipal Water District, and Chino
Basin Desalter Authority for the Chino Basin Desalination Program. The consolidation merges
two existing projects and a proposed expansion under a single agreement with a fixed subsidy of
$139 per acre-foot over 20 years for the development of 35,200 acre-feet per year of desalinated
groundwater, instead of providing subsidies on a sliding scale. The committee and board
received for the record a letter from the Water Authority delegates (Attachment 1) opposing the
consolidation of the local resources program agreements for the Chino Basin Desalination
Program on the grounds that no new water or storage right or other regional benefit will be added
to the region among other things. At the board meeting, MWD’s general manager supplied a
written response (Attachment 2) stating that MWD’s performance provisions ensures increased
regional water supply reliability in order to receive LRP funding, but that response fails to
address that the Chino Desalter requires replacement water to be a sustainable operation.
Tule Red Habitat Restoration Project. The MWD Board authorized execution of an Activity
Agreement with the State and Federal Contractors Water Agency (SFCWA), a joint powers
agency, for the Tule Red Habitat Restoration Project; the action also authorized $413,167, onethird of the total cost, for MWD’s share of the project. As part of efforts identified in the
Sacramento-San Joaquin Delta Reform Act of 2009 to implement near-term restoration projects,
MWD staff continues to assist the SFCWA consultants on Delta actions, such as the preparation
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of various permits and development of a Habitat Restoration Plan. This plan includes
improvements to the Yolo Bypass and Suisun Marsh.
Last April, the SFCWA Board approved providing funds to secure an option to extend an
easement/property purchase agreement for the Tule Red parcel in Suisun Marsh, and directed its
staff to develop an Activity Agreement with certain member agencies so that an easement/
property acquisition could be completed. This Agreement must be authorized prior to June 30,
2011 to complete the property transaction. The Activity Agreement is between SFCWA and
three member agencies – MWD, Santa Clara Valley Water District and the Westlands Water
District – that support SFCWA’s aim to acquire a Habitat Development Easement for the
purpose of tidal marsh restoration, creation and preservation.
State Water Project Participation Payments. The Board authorized payment of $2.63 million for
participation in the State Water Contractors, Inc. (SWC) and payment of $815,000 to the State
Water Project Contractors Authority (SWPCA) for fiscal year 2011/12. The SWC, a non-profit
association, consists of 27 California public agencies holding contracts to purchase water from
the SWP. SWPCA, a joint powers organization of interested SWC, provide services to assist
DWR in the implementation of three specific projects: 1) Bay-Delta planning process; 2) water
quality monitoring and studies; and 3) East Branch Enlargement (which is currently on hold
through FY 2011/12). DWR has struggled with retaining staff, dealing with state budget-related
constraints, and needing specialized personnel in implementation of the BDCP. MWD benefits
from the two organizations by allowing an avenue to influence other SWC, DWR, legislators,
and regulatory and third-party groups to align with MWD’s strategic initiatives.
Other Actions. The MWD committees and board also:
• Approved MWD’s annual Statement of Investment Policy and delegation of authority to the
Treasurer to make investments on behalf of MWD;
• Appropriated $3 million, and authorized capital program for projects costing less than
$250,000 for fiscal year 2011/12;
• Tabled an amendment to the Ethics Officer’s terms of employment. Several directors
expressed concern over consideration of this item prior to completion of negotiations with
MWD bargaining units and questioned the need for increased hours as described in the
amendment. The motion to table also specified that the Ethics Officer’s work hours be
limited to that described in her current contract;
• Expressed support for SB 900 (Steinberg, D-Sacramento) – California regional water quality
control boards: members;
• Expressed support for S. 138 (Feinstein, D-CA) – California Desert Protection Act of 2011,
if amended;
• Express support for S. 629 (Murkowski, R-AK) – Hydropower Improvement Act of 2011;
• Heard a report on a potential future land fallowing program with Bard Water District. The
concept developed is a one-year pilot land fallowing program, which could provide MWD
with up to 15,000 af of water in 2012 or beyond;
• Heard a report on H.R. 1837 (Nunes, R- CA) – San Joaquin Valley Water Reliability Act;
• Heard an overview on the Water Utility Climate Alliance; and, additionally,
• In closed session heard the following:
o A report on San Luis & Delta-Mendota Water Authority, et al. v. Salazar, et al.;
o A report on the Conference with Labor Negotiators; and
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o A report on mediation with the Water Authority regarding conservation and local supply
development agreements containing the RSI provision.
State Water Contractors. The SWC held its annual membership and regular board meeting on
May 19, 2011. Discussions consisted of a review of the fiscal year 2010/11 objectives and
accomplishments, which included ensuring cost effective and reliable energy resources, ensuring
sufficient infrastructure reliability, promoting cost-effective and efficient business practices,
ensuring cost-effective water supplies, and protecting and improving water quality. In addition,
staff presented the fiscal year 2011/12 objectives (see Attachment 3). The SWC also elected the
2011-2012 officers, effective immediately – Curtis Creel (Kern County) as President; Joan
Maher (Santa Clara Valley Water District) as Vice-President, and; David Okita (Solano County
Water Agency) as Secretary/Treasurer. For other SWC actions, see Attachment 4.
Prepared by:
Reviewed by:

Debbie Discar-Espe, Senior Water Resources Specialist
Amy Chen, MWD Program Chief

Attachment 1:

Letter to MWD Chair Foley from the Water Authority regarding Item 8-6
– Chino Basin Desalination Program, June 13, 2011.
Response to Water Authority from MWD General Manager regarding 8-6,
June 14, 2011.
State Water Contractors Fiscal Year 2010/11 Objectives and
Accomplishments and Objectives for Fiscal Year 2011/12, May 2011.
State Water Contractors Board of Directors Meeting Board Actions for
May 19, 2011.

Attachment 2:
Attachment 3:
Attachment 4:

Page 100 of 563

June 13, 2011
Jack Foley, Chairman
Metropolitan Water District of Southern California
P.O. Box 54153
Los Angeles, CA 90054-0153
Re: Board Memo 8-6 – Consolidated Agreement for Chino Basin Desalination Program –
OPPOSE
Dear Chairman Foley and Members of the Board of Directors,
We have reviewed June Board Item 8-6 regarding the consolidation of local resources program
agreements for the Chino Basin Desalination Program and must inform you that we cannot
support approval of this item for reasons described below
No Showing of Regional Benefit
While the Chino Basin Desalination program is undoubtedly a wise local water supply project,
Board Memo 8-6 fails to establish a regional benefit that would support the payment of MWD
subsidies to pay for the project. No regional benefit is established by saying that, under this
agreement MWD will pay less than it would pay under a different agreement with MWD– unless
that agreement provides a regional benefit. Although the board memo states that MWD would be
helping avoid the spread of contamination and the potential loss of additional groundwater
resources, MWD does not have any water rights or other interest in the Chino groundwater basin.
There is no indication that MWD has acquired any water or storage right or other regional benefit
that would support its payment of these local water supply costs. While we strongly support local
water supply development, we do not believe that San Diego County’s ratepayers may reasonably
be required to fund local water supply projects solely for the benefit of other MWD member
agencies, especially at a time when MWD’s own water sales are already plummeting.
The Analysis is Flawed Because it Depends on Outdated Facts
In addition to the above concerns, there is no rational basis for including a replenishment
assessment (RA) as an eligible project cost when calculating MWD’s subsidy payments. The
inclusion of RA makes clear that this project requires replacement water to sustain the production.
The 1991 memorandum that purportedly supports inclusion of these costs is outdated and based
on the notion that expanded groundwater use will be helpful during “drought” periods; written at
a time when replenishment water continued to be available during non-drought periods. Today’s
reality is just the opposite – with imported water expected to be available for storage in only three
out of every 10 years and with MWD highly dependent on storage of this water to meet water
supply demands in dry years. It does not make sense for MWD to subsidize one member
agency’s purchase of imported water to replenish groundwater basins – for any reason. It is time
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for a complete overhaul of MWD’s LRP program to reflect current water supply and financial
realities.
Agreement is Inconsistent with Board Policy Accounting for Grant Funding
The board’s existing LRP policy is to reduce project costs by 100% of grant funding. This is
done to ensure equity and that the recipient agency does not pay less for its subsidized local water
supply project than the cost of MWD water. Under the proposed agreement, this protection is
arbitrarily reduced by half – the result being that the rest of MWD’s member agencies pay more
in order for one member agency to pay less.
Agreement Violates Board Policy and Terms for All LRP Funding Agreements
At the time the Water Authority’s Carlsbad seawater desalination project came before the board
of directors, the following motion was passed by the board of directors:
Adopt the CEQA determination and authorize the General Manager to enter in an
SDP agreement with SDCWA and its retail agencies for 56,000 AFY under terms
included in this letter provided that the SDP agreement will terminate if (A)
Metropolitan determines that it will no longer (i) provide incentives or other
financial support to its member agencies for seawater desalination, water recycling
or groundwater recovery projects through the Local Resources Program, Seawater
Desalination Program or similar programs; or (ii) utilize the Water Stewardship
Rate, or a similar charge to fund the Local Resources Program, Seawater
Desalination Program or other similar programs; or (iii) include the Water
Stewardship Rate as a charge for all water conveyed on the system; and (B) the
member agency included in such SDP agreement or a delegate from that member
agency votes in favor of such determination. These provisions would apply only so
long as all new agreements contain similar provisions.
In accordance with this board policy, all subsequent LRP funding agreements have included this
condition on funding. But the proposed agreement under Board Memo 8-6 violates this board
policy by providing a firm financing commitment instead of an agreement that that is consistent
with board policy and can be terminated by MWD on the conditions noted above. While we
agree that a fixed financing commitment improves the project proponent’s ability to secure bond
funding and other financing, that is exactly the argument that was made by the Water Authority
and rejected by the MWD board when it adopted the board policy it is now disregarding. MWD
is administering subsidy programs in an inconsistent and arbitrary and capricious manner.
MWD Should Collect the $6 Million Overpayment to CDA and Increase Oversight
According to the board memo, CDA has been paid $6 million more than it was entitled to receive
under the existing agreement. Given MWD’s current and projected budget deficits and rate
pressures, MWD should require repayment of this money now, rather than “finance” it as part of a
new agreement. Clearly, additional auditing and oversight is also needed to better track payments
to member agencies under the LRP program.
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Effect of Disqualification of the Water Authority from Subsidy Program Benefits
The Water Authority pays more to support MWD’s conservation and local supply programs than
any other MWD member agency. By MWD’s own estimate, the Water Authority averages $22.5
million annually in Water Stewardship Rate payments; yet, under MWD board policy and action
under the RSI clause, the Water Authority and the ratepayers it serves are ineligible for program
benefits. The Water Authority hereby makes formal demand that MWD cease collection of
Water Stewardship Rate dollars from the Water Authority’s ratepayers so we may fund our own
conservation and local water supply development projects directly. The Water Authority will
commit to spend these dollars on water conservation and local supply development in San Diego
County so that there will be no net impact to MWD in achieving its articulated water
conservation and local water supply development objectives. Those MWD member agencies that
choose to “pool” their funding for the development of local water supplies would remain free to
do so.
For these reasons, the Water Authority delegates do not support item 8-6.
Sincerely,

Jim Bowersox
Director

Lynne Heidel
Director

Keith Lewinger
Director

cc: Jeff Kightlinger, MWD General Manager
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STATE WATER CONTRACTORS
FY 2010-11 OBJECTIVES AND ACCOMPLISHMENTS
ENSURE COST EFFECTIVE AND RELIABLE ENERGY RESOURCES
Action/Deliverable
Strategic SWP Power
Management Plan
Accomplishments

Description
Coordinate with DWR on Near-Term (up to 5 years) and Long-Term (up to 20
years) Resource Plan
The SWC Energy Committee and Board supported DWR’s decision to participate in the
Lodi Energy Center. This included interfacing with DWR on financing and plant
participation options. The plant is financed, construction is forty percent (40%)
complete, and the commercial operations are targeted to commence by June 2012.
Projections are the project will be completed on schedule and under budget.
The Energy Committee analyzed and provided feedback on the draft DWR Integrated
Energy Resource Plan which guides DWR near- and long-term power purchases, risk
management, performance assessment decisions. This culminated in the E-IRP being
adopted by DWR and the SWC Board acknowledging the efforts of DWR staff and
encouraging DWR to continue to coordinate with the SWC on the implementation.
Discussions on the scope and timing of the 1st revision to the EIRP have commenced.
The SWC created a working group comprised of Board members, staff and consultants,
and undertook extensive activities with DWR, USBR, WAPA and Federal Water
Contractors to analyze options to maximize the value of SWP and CVP facilities. The
SWC delivered a forecast of transmission rates and a communications plan that was
adopted by the project Technical and Executive Steering Committees.

Near-term Energy Risk

Coordinate with DWR on contract, energy, transmission, natural gas hedging
program, staffing and State energy policy issues

Accomplishments

The SWC staff continued to interface with DWR at a technical level through the monthly
Power Planning Workshop. The workshops provide the opportunity to conduct detailed
review of matters related to the Objectives as described herein and hot topics. The SWC
hired consultants to work with DWR on developing a fuel procurement strategy for the
Lodi Energy Center, to estimate the future cost of transmission services and on
Renewable Electricity Standards and Cap-N-Trade regulations. Representatives of the
SWC participated in the close-out of the Nevada Power Company Reid Gardner contract.
Staff also participated in PG&E and SCE Existing Transmission Contract/ Transmission
Owner rate filing settlements at FERC.

Coordinate Monthly Energy
Invoicing
Accomplishments

Monitor and participate in mill rate evaluations
SWC staff actively participated in the development of the 2012 SOC assumptions and
the 2011 initial invoicing rate. SWC staff provides monthly reports to the Board that
tracks the projected, actual and invoicing mill rates.
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STATE WATER CONTRACTORS
FY 2010-11 OBJECTIVES AND ACCOMPLISHMENTS
ENSURE COST EFFECTIVE AND RELIABLE ENERGY RESOURCES (CONTINUED)

Action/Deliverable

Description

Greenhouse Gas/Renewables
Policies

Work with DWR on appropriate greenhouse gas and renewables policies that
reflect SWP utility characteristics and rate concerns

Accomplishments

Staff coordinated with DWR and MWD and filed written and oral testimony to
California Air Resources Board in the design of CARB Renewable Electricity Standards
and Cap-and-Trade program to mitigate the operational and economic impact the
regulation could have on the SWP. The ARB adopted regulations in both proceedings.
The RES provide acceptable treatment to the SWP. SWC continues to work with DWR
to understand the implications of the Cap-and-Trade regulations on the SWP. This
include continued discussions with ARB and taking steps to ensure the financial impact
on the SWP is understood and minimized. The SWC hired a consultant to help with
communications to DWR and ARB in regard to effective price signals.

Oroville FERC Relicensing
Accomplishments

Monitor and Assess
Accomplishments

Defend SWP Against Energy
Liabilities and Claims
Accomplishments

Advocate new license for the Oroville complex consistent with the Settlement
agreement and DWR's application
The Lake Oroville Relicensing team worked directly with DWR, National Marine
Fisheries Services and State Water Resources Control Board on relicensing matters. In
December the Water Control Board issued the Water Quality Certification. The LORT
have arranged meetings with General Managers and agency executives to obtain
acceptable decisions regarding the DWR/PG&E Habitat Expansion Plan and the NMFS
Biological Opinion. The final step will be a license issued by FERC which is expected
this year. SWC staff sat on the Oroville Recreation Advisory Committee and
Supplemental Benefits Fund Committee.
Monitor and assess MRTU implementation and Banks interconnection
Worked with DWR to develop reports and metrics to set budgets, measure performance,
modify processes and make decisions.
Assure proper legal representation for potential litigation
The Legal Committee and Energy Committee coordinated efforts to support DWR’s
negotiation with PG&E and SCE transmission rate cases at FERC on potential legal
issues that arise with the expiration of the Reid Gardner power contract and litigation
with Butte County regarding existing and new Oroville license.
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STATE WATER CONTRACTORS
FY 2010-11 OBJECTIVES AND ACCOMPLISHMENTS
ENSURE SUFFICIENT INFRASTRUCTURE RELIABILITY

Action/Deliverable
Edmonston Pump
Replacement
Accomplishments

Communications System
Upgrade
Accomplishments

North Bay Aqueduct
Alternate Intake
Accomplishments

Castaic Lake Dam Outlet
Towers-Seismic
Remediation
Accomplishments

Description
Replace Edmonston Pumps

Engineering Committee has been tracking progress of the remaining two pumps to be
installed. Units W6 and W2 have been successfully installed in prior years and are in
use. In FY 10/11, unique, microbiologically influenced corrosion damaged the auxiliary
plumbing for the first two units, and some alterations were made. Unit W4 installation
was completed and the pump is in final testing. Unit W8 installation is nearing
completion. Engineering Committee is now discussing DWR’s feasibility study to
replace additional pump units in the east branch of the plant. The feasibility study will
evaluate the trade-off between increased costs for the new units as compared to improved
operational efficiency and reduced pumping costs.
Design and implement communications upgrade project
This project is discussed and tracked through the Operations and Maintenance
Committee. Final contractor proposals for the upgrade were received by DWR on March
17, 2011 and DWR is reviewing the submittal packages and references. DWR site
preparation for contractor installation is underway (53 of 132 have had upgraded DC
power systems). The O&M Committee obtained an independent risk assessment this
project in addition to the competing control system and protective relay upgrade projects.
Initial Environmental work and preliminary design work for new intake facility for
the NBA
The proposed alignment and the location of the intake structure were redefined.
Temporary entry permits (for biological, cultural and geotechnical resource surveys)
process was launched (about 125 needed).
Remediation for seismic deficiency of both the low and high level outlet towers

The Engineering Committee has been working with DWR’s Division of Engineering as it
developed its report on the outlet tower’ seismic remediation. The draft report was
recently completed and concludes that both the high and low level towers will sustain
damage during a major seismic event. However, DOE has concluded that the towers and
outlet will still be able to safely drain the reservoir in the requisite time. This “do
nothing” concept must next be approved by the State’s Division of Safety of Dams.
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STATE WATER CONTRACTORS
FY 2010-11 OBJECTIVES AND ACCOMPLISHMENTS
ENSURE SUFFICIENT INFRASTRUCTURE RELIABILITY (CONTINUED)

Action/Deliverable

Description

Subsidence Monitoring
Monitor subsidence in the western San Joaquin valley and the SWP Aqueduct
associated with increased SJ alignment to determine operation and infrastructure effects
Valley pumping
Accomplishments

Sisk Dam Seismic Stability
Accomplishments

Valve Rehab./Replacements
Accomplishments

Oroville Dam River Valves

Accomplishments

Tracked through the O&M Committee. SWC staff attended the USGS study update on
the general study of the subsidence the central San Joaquin Valley. The O&M
Committee is working with DWR to evaluate subsidence damage to the SWP and
determine the impact to operations/safety and priority/timeline/budget to rectify.
Geotechnical investigation and analysis to identify extent of stability issues and
potential remediation options
Tracked through the O&M Committee. SWC staff coordinated quarterly updates for
Contractors representatives by the USBR. SWC staff represented SWP Contractor
interests in a series of technical meetings, and economic analyses of remediation
alternatives.
Replace or refurbishment major valves at Gianelli, Hyatt, Edmonston and Warne
Plants
The O&M Committee has been monitoring the costs and outage impacts of upcoming
replacements and/or refurbishments of major valves associated with Gianelli and Hyatt.
O&M Committee representatives participated in multi-day value engineering workshop
to help determine the most economical and viable alternative to repair the first of eight
original butterfly valves at Gianelli. They also inspected disassembled valve and the
manufacturing plant which will repair the first valve. Work on the Hyatt turbine shutoff
valve has not yet begun.
Testing and modifications of river valves and appurtenant devices to enable the
valves to return to safe service
Project is tracked through the O&M Committee and reported to the SWC Board. Four
items related to the River Valves are being tracked. The Cal OSHA – DWR on-going
negotiation over initial fines imposed related to the failure incident are being monitored.
Modeling study by Utah State University on the cause of incident are being reviewed.
The O&M Committee is also reviewing the Division of Engineering’s life extension
study being conducted to see what would be needed to gain further life out of the valves.
Finally, the O&M committee has worked with DWR on the contracted study/evaluation
with the USBR on the feasibility to actually use the river valves as part of a standard
operation. The committee is awaiting DWR’s release of the results from all four efforts.
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STATE WATER CONTRACTORS
FY 2010-11 OBJECTIVES AND ACCOMPLISHMENTS
ENSURE SUFFICIENT INFRASTRUCTURE RELIABILITY (CONTINUED)

Action/Deliverable
East Branch Extension
Phase 2
Accomplishments

Perris Dam

Accomplishments

South Bay Aqueduct
Enlargement

Description
Design the second phase of the East Branch Extension
Project tracked by the Engineering Committee. DWR completed acquisition process with
property owners where settlements have been reached. The Resolution of Necessity
findings was prepared and presented at a public hearing at SBVMWD’s office.
Plans/specifications for the enlargement of Crafton Hills Reservoir are nearly complete.
Construction has started on the Yucaipa connector pipeline. Equipment and civil
contracts soon to be released.
Reconnaissance Study to identify approaches to Perris Dam Seismic Stability
Concerns
Project tracked by the Engineering Committee and reported to the SWC Board.
Comments on draft EIR have been received by DWR and DWR is making final edits in
preparation to finalize EIR. SWC participated in Consultant review board where both
Divisions of Engineering and Safety of Dams presented the results of the additional
exploration and dewater and in-place soil-cement mixing techniques. Remediation
design is in progress.
Oversee construction of the South Bay Enlargement

Accomplishments

Project tracked by the Engineering Committee in addition to monthly updates with actual
South Bay member agencies. Canal modifications work started October 2010 – raised
canal liner, check structure and overpass modifications. Dyer reservoir excavation and
appurtenant structures have been completed. The 69kV transmission line and new banks
switchyard have been completed (to be tested in May 2011). Work was also completed
on the unexpected Del Valle branch pipeline break/landslide.

Implement Centralized
Control System

Revise control system as necessary to support centralized control and pursue
development of control system renovation

Accomplishments

Project tracked by the O&M Committee. New AREVA software was installed and is
now in production at the Oroville, Delta, and San Luis Field Divisions. Interface
software was developed to allow new software to communicate with old hardware
(RTUs) as an interim back-up measure. Thirty-two of the planned 192 RTUs
replacements have been completed. Testing of hardware and software has occurred. Site
preparation, software documentation and training has occurred.
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STATE WATER CONTRACTORS
FY 2010-11 OBJECTIVES AND ACCOMPLISHMENTS
ENSURE SUFFICIENT INFRASTRUCTURE RELIABILITY (CONTINUED)

Action/Deliverable
Desert Aqueduct
Accomplishments

Gianelli Motor/Generator
work
Accomplishments

Description
Project Planning and pre-design for possible Desert Aqueduct
Work was done by individual SWP Contractors and their consultant. Project is called the
‘SWP Aqueduct Extension’. A Phase II study was completed, but the project appears to
be on hold (no SWC oversight provided on this project).
New stator core, rewinds, and pump casing reconditioning.
conjunction with butterfly valve refurb.

Long-term job in

Unit 2 turbine casing was refurbished and the 150 rpm stator was rewound. Similar work
has been started on refurbishing unit 5 after the butterfly valve assembly was removed.

PROMOTE COST-EFFECTIVE AND EFFICIENT BUSINESS PRACTICES
Description

Action/Deliverable
Develop Management
Reports
Accomplishment

Davis-Dolwig Act Funding
Accomplishments

Delta Habitat Conservation
and Conveyance Program
Accomplishments

Work with DWR to develop management reports requested by the SWC to
facilitate decision making
DWR completed development of the SWP-related business reports. The key components
necessary for the management reports, such as breakdown by division and plan vs. actual
comparisons, to be included in the standard reporting functions of SAP have been
included. SWC staff will continue to work with DWR staff to facilitate implementation
of the management reports and to provide routine review.
Identify and implement strategies to receive reimbursement for Davis-Dolwig Act
costs
SWC staff coordinated with SWC policy-level representatives to work with DWR
Deputy Director’s Davis-Dolwig workgroup.
The Davis-Dolwig workgroup is
identifying past costs owed to DWR by the General Fund and developing potential
strategies to begin negotiations with the State’s Department of Finance to resolve longstanding issues. Additionally, with SWC lobbyist assistance, responses to Legislative
Analyst Office requests were prepared for Legislative Committee meetings and
discussions. Staff has continued to strategize with SWC policy, lobbyist and legal
representatives to develop an appropriate course of action.
Work with DWR on management of the DHCCP process and financial
accountability of the program
SWC staff worked with DWR, USBR, CVP and SWC policy and technical
representatives to track the funding and spending activities of the DHCCP, providing
cashflow and budgetary oversight. Additionally, staff worked with CVP and SWC to
develop financing and cost allocation options and models for construction of the
DHCCP.
6
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STATE WATER CONTRACTORS
FY 2010-11 OBJECTIVES AND ACCOMPLISHMENTS
PROMOTE COST-EFFECTIVE AND EFFICIENT BUSINESS PRACTICES (CONTINUED)
Action/Deliverable
Protect Rate Management
Credits
Accomplishments

Description
Manage costs to achieve rate management credits. Pursue cost recovery for
programs such as South Delta barriers. Pursue reduction/elimination of Ag
Drainage Program
SWC staff worked with DWR through the Audit-Finance Committee to quantify cash
available to the Contractors and to develop management measures to increase available
funds. SWC staff has participated in the Protest Resolution Workgroup. SWC has also
communicated the Contractors’ position to DWR that the Agricultural Drainage Program
is being inappropriately charged to the Contractors. DWR has committed to a gradual
reduction in the Agricultural Drainage Program beginning in 2010.
To maximize Rate Management Credits, SWC staff will create and implement
management reports which will include analyses of expenses to ensure DWR
appropriately manages its project budgets and is held accountable. SWC staff will also
work with DWR to ensure that the cost classification is adopted and implemented
appropriately to assist in the management of cash flow and Rate Management Credits.

Recovery of Energy Sleeving
Costs
Accomplishment

Extend Project Bonding
Period

Obtain reimbursement of $11.5 million in sleeving costs from General Fund
SWC is currently waiting for the final FERC decision in order to reclaim the $11.5
million inappropriately taken by the State’s Department of Finance from the Systems
Revenue Account. The timeline for the FERC decision is not currently known.
Coordinate with DWR on developing ability to provide 30-year or longer bonding
and cost repayment period for SWP capital charges

Accomplishment

SWC staff is working with SWC policy-level representatives and DWR on a strategy for
extending the water supply contracts and the project bonding period. SWC attorneys are
continuing to determine the CEQA implications of such an extension.

SWP Capital Project
Tracking and Control

Development of a process to track, plan and prioritize all existing and foreseeable
capital projects which are funded by the SWP Contractors

Accomplishments

SWC staff continues to encourage DWR management to develop improved processes to
track capital projects such as through the Program Management and Control Committee.
The Division of O&M committed to updating the specialized budget every 4 months, but
workload and staffing shortages have limited their efforts on overall capital improvement
program.

Dispute Resolution
Workgroup
Accomplishments

Work with DWR to identify and resolve existing and potential protest items
SWC staff has participated in the Protest Resolution Workgroup with a goal to provide
closure on protest items, either resolution or determining the necessity of filing a claim
against DWR. To date, 61 of the 146 identified items have been resolved and another 30
are being actively worked on.
7
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STATE WATER CONTRACTORS
FY 2010-11 OBJECTIVES AND ACCOMPLISHMENTS
PROMOTE COST-EFFECTIVE AND EFFICIENT BUSINESS PRACTICES (CONTINUED)

Action/Deliverable
State Water Project Capital
Facilities Account Status

Description
Track the status of the balance in the account and work with DWR to identify
funding sources for future expenditures

Accomplishments

SWC staff worked with DWR through the Audit-Finance Committee to monitor the
status of the capital facilities account. The balance is expected to be slightly positive by
the end of 2011, even in the absence of obtaining any Prop 84 funding.

SWP Capital Project
Initiation (WREM 65)

Implementation of a process to identify funding sources and allocate costs of
potential capital projects which are funded by the SWP Contractors

Accomplishments

DWR’s Program Management and Control Committee produced a new charter process to
instigate management controls including identifying internal resource needs/agreements,
project budget, and funding sources. The Division of O&M has developed over 20
charters (many on projects which were previously instigated). O&M Committee is
working on charter review/tracking process and protocal.

ENSURE COST-EFFECTIVE WATER SUPPLIES

Action/Deliverable

Description

Near Term ESA/CESA
Coverage

Maintain litigation response to new OCAP biological opinions (BO)’s and
environmental challenges. Participate in efforts to apply improved science towards
the refinement of biological opinions

Accomplishments

The SWC participated in ongoing litigation against the Operations Criteria and Plan
(OCAP) Biological Opinions (BO’s) for salmon and smelt. SWC staff developed
declarations for the litigation and provide expert witness testimony to the court. The
SWC assisted in negotiating and developing litigation settlements regarding project
operations. The SWC also participated in and provided input to DWR for CESA
consistency determination litigation and settlement negotiations. Judge Wanger issued a
decision on the OCAP BO for smelt, remanding the BO for reconsultation and declaring
the operational actions in the Reasonable and Prudent Alternative (RPA) unlawful.
Partially as a result of this decision, a settlement was reached for interim operations in
the Delta for the spring of 2011 which provided for some water supply impact relief from
the prior BO restrictions. Judge Wanger also required a National Environmental
Protection Act (NEPA) analysis on the impacts of implementing the RPA. The hearing
for the OCAP BO for salmon was completed in December 2010. A decision on the
salmonid BO has not yet been issued, but is expected soon. A remedy or preliminary
injunction hearing is expected sometime this summer.
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STATE WATER CONTRACTORS
FY 2010-11 OBJECTIVES AND ACCOMPLISHMENTS
ENSURE COST-EFFECTIVE WATER SUPPLIES (CONTINUED)
Action/Deliverable
Delta Conveyance
Alternatives

Description
Identify alternative configurations for Delta Conveyance, conduct technical
evaluations of performance and provide support to BDCP, Delta Vision and related
processes

Accomplishments

SWC and member agencies continued participating in the Delta Habitat Conservation
and Conveyance Programs (DHCCP) through the Core Team, developing alternatives
and reviewing the progress of the DHCCP engineering and environmental analysis. The
SWC has also worked with SWC members, DWR and other stakeholders in identifying
institutional and contractual arrangements that could be developed to implement and
finance delta conveyance alternatives. SWC staff also developed analyses showing the
capabilities of various configurations of the DHCCP and their performance in improving
water supplies.

Bay Delta Conservation Plan

Prepare Bay Delta Conservation Plan to provide ESA assurances for continued
operation of the SWP

Accomplishments

With active participation by SWC, MWD, KCWA and other water users, the Bay Delta
Conservation Plan (BDCP) hit a major milestone in November 2010, with publication of
the working draft of the BDCP. The draft plan includes a proposed set of water
operations criteria that meet our water supply goals, and also provide for contractor
participation as a permittee.

Yuba River Transfers
Agreement
Accomplishments

Dry Year Transfers
Accomplishments

Delta and Migratory Fish
Analysis
Accomplishments

Begin negotiations for water supply availability and pricing assurances
The SWC and members worked with DWR to develop Amendment #4 language was
completed for the Yuba Accord, which basically provides a mechanism for annually
adjusting the costs for certain component water transfer types under the Yuba Accord. A
total of 81,856 af of Yuba Accord water was purchased by the SWP Contractors in 2010.
Identify and purchase water transfers from non-SWP sources to address SWP
Contractors shortages
SWC staff worked with SWP Contractors in successfully negotiating and purchasing
approximately 99,000 acre-feet from sellers in the Sacramento Valley. The SWC worked
extensively with DWR, Sacramento Valley water districts and their legal firms. Water
has been delivered to participating Contractors at a very reasonable SWC administrative
cost.
Work with SFCWA Science Team to identify causes of Delta fisheries decline and
develop management measures to prevent the decline
The SWC continued to work with the State and Federal Contractors Water Agency
(SFCWA) to develop and manage fisheries and habitat science projects. There was
emphasis on food web issues, nutrient loading and ratios, and fishery lifecycle modeling.
Pat Glibert published a paper in 2010 on food web issues and has submitted a more
detailed follow-up paper outlining the fishery and food web effects of alterations in
nutrient loading from wastewater discharge for publication in an on-line journal. Also,
Dr. Deriso and Dr. Maunder developed a delta smelt lifecycle model which has been
accepted for publication in a scientific journal.
9
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STATE WATER CONTRACTORS
FY 2010-11 OBJECTIVES AND ACCOMPLISHMENTS
ENSURE COST-EFFECTIVE WATER SUPPLIES (CONTINUED)

Action/Deliverable
Water Supply Reduction
Economic Impact
Quantification
Accomplishments

Sacramento Regional CSD
Litigation

Description
Quantify economic impacts incurred by SWC members due to regulatory water
supply reductions
The SWC consultant, Dr. David Sunding, worked with MWD staff on incorporating
water supply, demand, and losses into IRPSIM for a subset of SWC members with some
potential for short term water supply impacts. The modeling effort will help determine
water management effects of water supply shortages due to various water supply
operations, such as the OCAP BO’s and BDCP. Analysis of water supply economic
impacts will be conducted for a representative project with new Delta Conveyance
facility supply. The DHCCP is also pursuing analysis of delta conveyance alternatives
using the new IRPSIM economic analysis framework developed by Dr. Sunding. The
analysis will ultimately be extended to include more SWC members.
Manage litigation and regulatory efforts to reduce ammonia discharges and
improve water quality, fishery, and water supply conditions

Accomplishments

The SWC are still waiting on the resolution of the appeal of the trial court decision in
favor of SWC in relation to SRCSD CEQA needs. The SWC have coordinated with the
SLDMWA in comments in Regional Water Quality Control Board (RWQCB) and State
Water Resource Control board proceedings to identify the SRCSD discharge as a
potential contributor to the Pelagic Organism Decline and to request a requirement for
improved treatment processes. In September 2010, the RWQCB issued a permit
favorable to SWC concerns, requiring more advanced treatment to remove nitrates,
ammonia, and toxics. SRCSD is appealing the permit and the SWC will continue to stay
involved to maintain the permit requirements.

Water Rights Processes

Present testimony and participate in hearings on updating the Bay-Delta Water
Quality Control Plan and related activities such as San Joaquin River water rights
and illegal diversions

Accomplishments

The SWC stayed actively involved in commenting on and providing input to SWRCB
efforts to reconsider flow standards for the San Joaquin River and water quality
standards for the South Delta. The SWRCB issued preliminary draft revised standards,
which were generally favorable to SWC concerns. SWC will remain actively involved in
providing evidence and technical analysis showing the level of responsibility or lack of
responsibility of the SWP for meeting South Delta water quality, water levels, and
circulation. The SWC will also advocate for the appropriate use of science in developing
flow standards. Additionally, the SWC worked with the San Joaquin River Group and
San Luis Delta Mendota Water Authority to pursue illegal diversions in the South Delta.
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STATE WATER CONTRACTORS
FY 2010-11 OBJECTIVES AND ACCOMPLISHMENTS
ENSURE COST-EFFECTIVE WATER SUPPLIES (CONTINUED)
Action/Deliverable
Monterey Amendment EIR
Accomplishments

Delta Habitat Development
Accomplishments

Delta Operations
Contingency Plan

Description
Work with DWR in defending Monterey Plus EIR against litigation. Continue
participation in Plumas Watershed Forum
Litigation against DWR’s final EIR for the Monterey Plus Amendment was filed by
several groups including the Center for Biological Diversity and the California Water
Impact Network. DWR and SWC are currently participating in the litigation activity.
SWC staff and members continued to participate in the Plumas Watershed Forum and
advised DWR that SWC would oppose continuing funding for watershed projects until
litigation against the EIR is settled.
Work with SFCWA in planning and implementation of new Delta habitat measure
to meet conditions of the OCAP BO’s and the BDCP
SWC staff coordinated with SFCWA and DWR staff to plan, develop, and implement
Delta habitat measures required by the OCAP BO’s and planned in the BDCP. SWC
staff participated in development of funding agreements for implementation of these
habitat measures, including a new Delta fish agreement that provides for implementation
of habitat measures contained in the OCAP BO’s.
Implement emergency avoidance, preparedness and response plans for Delta water
supply

Accomplishments

SWC staff worked with DWR and Army Corps of Engineer staff to plan and implement
emergency avoidance, preparedness, and response plans for Delta water supply. Several
projects were initiated to locate emergency materials in important locations the Delta.
Possible response plans were analyzed in terms of feasibility and water supply.

Complete Phase 8 Transfers

Re-evaluate Phase 8 approach in light of POD, recent SWRCB actions and Delta
Conveyance concerns. Proceed with adjusted approach if identified

Accomplishments

The Sacramento Valley Water Management Agreement (Phase 8) has continued to be
held up due to limited bond funding. Additional funding identified to complete the EIR
was used to conduct a peer review of groundwater modeling studies, evaluating potential
transfer impacts on groundwater and streamflow. SWP contractors policy representatives
have held some discussions with upstream interests on whether the Phase 8 process is
relevant in light of current regulatory proposals (specifically, the Delta Flow Criteria).

Delta Stewardship Council

Accomplishments

Coordinate with SFCWA representatives in monitoring and influencing the new
Delta Stewardship Council to provide constructive input towards solving Delta
challenges
SFCWA is taking the lead for future activities related to the Delta Stewardship Council
(DSC), which was established by the 2009 water legislation to proceed with
implementation of the Delta Vision recommendations through development of a Delta
Plan. SWC staff provided input on SFCWA comment letters on various drafts of the
DSC’s Delta Plan and have commented separately where the DSC has proposed actions
directly affecting the SWP.
11
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STATE WATER CONTRACTORS
FY 2010-11 OBJECTIVES AND ACCOMPLISHMENTS
PROTECT AND IMPROVE WATER QUALITY

Action/Deliverable
Banked Groundwater
Return
Accomplishments

Description
Review and refine policy for accepting banked groundwater into the aqueduct.
Participate in development and implementation of pump-in projects
An SWC workgroup continued to work with DWR to implement the current policy for
accepting banked groundwater into the aqueduct, ensuring that concerns related to water
quality, subsidence and other impacts to the California Aqueduct are addressed. The
SWC and members participated in and coordinated several ongoing pump-in projects.
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State Water Project Objectives for FY 2011-12
May 2011

Energy
Operations

Objective
Strategic SWP Power and Transmission
plan
Near-term Risk Management
Oroville FERC Relicense Settlement
Greenhouse Gas/Renewables Policies
Communications System Upgrade
Motor/Generator Refurbishments

Coordinate with DWR on power resource, transmission, staffing and State energy policy issues
Advocate solutions related to obtaining new license for the Oroville complex consistent with the
Settlement agreement and DWR's application
Work with DWR on appropriate greenhouse gas and renewables policies that reflect SWP utility
characteristics and rate concerns
Design and implement the communications upgrade project

Control System Upgrade
North Bay Aqueduct Alternate Intake

Initial Environmental work and preliminary design work for new intake facility for the NBA

Aqueduct Subsidence Repairs

Determine the impacts of subsidence to SWP operations, work with DWR to prioritize the repairs
and assure repairs expenses are appropriately distributed between the CVP and SWP Contractors

Sisk Dam Seismic Stability
Protective Relay Replacements

Infrastructure

Coordinate DWR’s development of a near-term and long-term resource plan

New stator core, rewinds, and pump casing reconditioning. Long-term task in several of SWP
plants
Testing and modification of river valves and appurtenant devices to enable regular use by DWR as
required for normal SWP operations
Geotechnical Investigation and analysis to identify extent of stability issues and potential
remediation options
Replace unit protective relays in the 15 major SWP pumping/power plants, fix deficient protection
schems, improve training and documentation of relay settings and schematics
Track performance/efficiency of four new units. Consider DWR's business case for additional pump
replacements in east wing of plant
Implement the control system upgrade

Oroville Dam River Valves

Business Processes

Description

Edmonston Pump Replacement

Valve Rehab/Replacements

Replace or refurbishment major valves at Gianelli, Hyatt, Edmonston and Warne Plants

Perris Dam -Remediation of seismic
deficiency
East Branch Extension Phase 2

Design of repair alteration to Perris Dam to address seismic stability concerns

Hyatt Unit 2, 4, 6 Runner Cover Plate
R
i
Davis-Dolwig
Act Funding

Alterations to address latent defect which lead to an actual forced outage of unit 4

Contract Amendment/Extension

Coordinate with DWR on developing ability to provide 30-year or longer bonding and cost
repayment period for SWP capital charges, including funding and financing options for a new
conveyance facility

Construction of the second phase of the East Branch Extension
Identify and implement strategies to receive reimbursement for Davis-Dolwig Act costs

Cash and Financing Oversight

Work with DWR to finalize the Springing Amendment allocation, complete the 51(e) review, and
determine options for Habitat Restoration funding

Future Capital Projects and Capital
Financing Oversight
Cost Recovery/Statement of Charges
Oversight (Budgeted Costs)

Develop a process to track, plan and prioritize all existing and foreseeable capital projects which are
funded by the SWP Contractors
Provide oversight over DWR's budgeted costs and recovery of those costs through review of the
future project cost projections, the Delta Water Charge calculation, Rate Management Credits
review, and return of excess Replacement Accounting System funds

Job Costing Oversight (Actual Costs)

Provide oversight over DWR's actual expenditures compared to budgeted costs

Financial Audit and Dispute Oversight

Work with Contractors and DWR to identify and resolve existing and potential protest items
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State Water Project Objectives for FY 2011-12
May 2011
Objective

Description

Near Term ESA/CESA Coverage

Maintain litigation response to new OCAP biological opinions and environmental challenges.
Participate in Federal efforts to apply improved science towards the refinement of biological
opinions

Water Supplies

Delta Conveyance Alternatives

Identify alternative configurations for Delta Conveyance, conduct technical evaluations of
performance and provide support to BDCP, Delta Vision and related processes
Bay Delta Conservation Plan
Complete public draft Bay Delta Conservation Plan to provide ESA assurances for continued
operation of the SWP
Delta and Migratory Fish Analysis
Work with SFCWA Science Team to identify causes of Delta fisheries decline and develop
management measures to prevent the decline
Water Supply Reduction Economic Impact Quantify economic impacts incurred by SWC members due to regulatory water supply reductions
Quantification
Sacramento Regional CSD Litigation
Manage litigation and regulatory efforts to reduce ammonia discharges and improve water quality,
fishery, and water supply conditions
Water Rights Processes
Present testimony and participate in hearings on updating the Bay-Delta Water Quality Control Plan
and related activities such as San Joaquin River water rights and illegal diversions
Monterey Amendment EIR
Work with DWR in defending Monterey Plus EIR against litigation. Continue participation in Plumas
Watershed Forum
Delta Habitat Development
Work with SFCWA in planning and implementation of new Delta habitat measure to meet conditions
of the OCAP BiOp and the BDCP
San Joaquin River Accord/VAMP II
Participate in discussions regarding a potential San Joaquin River Accord or next phase of the
Vernalis Adaptive Management Program (VAMP). Evaluate benefits of SWC involvement
Delta Operations Contingency Plan

Implement emergency avoidance, preparedness and response plans for Delta water supply

Complete Phase 8 Transfers

Re-evaluate Phase 8 approach in light of POD, recent SWRCB actions and Delta Conveyance
concerns. Proceed with adjusted approach if identified
Coordinate with SFCWA representatives in monitoring and influencing the new Delta Stewardship
Council to provide constructive input towards solving Delta challenges

Water
Quality

Delta Stewardship Council
Banked Groundwater Return (Pump-in
water Quality)

z
~
|
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Review and refine policy for accepting banked groundwater into the aqueduct. Participate in
development and implementation of pump-in projects
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Priority III (Medium Priority) Objectives
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STATE WATER CONTRACTORS
BOARD OF DIRECTORS
BOARD ACTIONS
MAY 19, 2011
The following actions were taken at the State Water Contractors (SWC) Board of Directors May
19, 2011 meeting upon motions duly made, seconded and unanimously passed.
1. Approved the Consent Calendar, including Draft Board Minutes for April 21, 2011, the
Financial Report, and April 2011 Consultant Reports.
2. Approved a resolution stating SWC appreciation for nine years service by Russell Fuller
as a Director of the State Water Contractors.
3. Approved a resolution stating SWC appreciation for over five years of service by Vince
Wong as a Director of the State Water Contractors.
4. Upon the recommendation of the Nominating Committee, elected the following officers
for the Board of Directors for Fiscal Year 2011-12:
Curtis Creel, President
Joan Maher, Vice President
David Okita, Secretary-Treasurer
5. Authorized the General Manager to contract with David Schuster for up to $30,000 for
consulting services related to SWP water supply and Delta operations.

Page 120 of 563

1

June 15, 2011

Attention:

Imported Water Committee

CLOSED SESSION:
Conference with Legal Counsel – Existing Litigation
Government Code §54956.9(a) – SDCWA v Metropolitan Water District of Southern
California; Case No. CPF-10-510830
Purpose
This memorandum is to recommend that the committee by motion hold a closed session,
pursuant to Government Code §54956.9(a) to discuss the above-referenced matter at the
June 23, 2011, Board meeting.
A closed session has also been included on the agenda of the formal Board of Directors’
meeting. Unless the Board desires additional discussion, it is not staff’s intention to ask for a
closed session with the full Board at that time, but staff may request action to confirm directions
given or action recommended by the committee.

Prepared by: Daniel S. Hentschke, General Counsel
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June 15, 2011

Attention:

Imported Water Committee

CLOSED SESSION:
Conference with Legal Counsel – Existing Litigation
Government Code §54956.9(a)
Name of Case: QSA Judicial Council Coordination Proceeding No. 4353

Purpose
This memorandum is to recommend that the committee by motion hold a closed session,
pursuant to Government Code §54956.9(a) to discuss the above-referenced matter at the
June 23, 2011, Board meeting.
A closed session has also been included on the agenda of the formal Board of Directors’
meeting. Unless the Board desires additional discussion, it is not staff’s intention to ask for a
closed session with the full Board at that time, but staff may request action to confirm directions
given or action recommended by the committee.

Prepared by: Daniel S. Hentschke, General Counsel
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ADMINISTRATIVE AND FINANCE COMMITTEE
AGENDA FOR
JUNE 23, 2011

Barbara Wight – Chair
Jim Bond – Vice Chair
Gary Croucher – Vice Chair
Gary Arant
Roger Bailey
Mitch Dion
Frank Hilliker

I.

Bud Lewis
Mark Muir
Hershell Price
Javier Saunders
Richard Smith
Howard Williams
Tom Wornham

1.

Roll call – determination of quorum.

2.

Additions to agenda (Government Code Section 54954.2(b)).

3.

Public comment – opportunities for members of the public to address the
Committee on matters within the Committee’s jurisdiction.

4.

Chair’s report.
4-A Directors’ comments.

CONSENT CALENDAR
1.

Treasurer’s report.
Staff recommendation: Note and file the monthly Treasurer’s report.
(Action)

Eric Sandler

2.

Purchase Water Authority Business Insurance – Property, Liability,
and Workers’ Compensation.
Staff recommendation: Authorize the General Manager to purchase
three lines of business insurance – property, liability, and workers’
compensation - from the Special Districts Risk Management
Authority in the amount of $844,000 for coverage of the
period July 1, 2011 through June 30, 2012, contingent upon Board
approval of the General Manager’s Recommended Budget for Fiscal
Years 2012 and 2013. (Action)

Robert Homer
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II.

ACTION/DISCUSSION
1.

Approval of the General Manager’s Recommended Budget for Fiscal Maureen Stapleton
Years 2012 and 2013.
Staff recommendation: Approve adoption of Resolution No. 2011-__,
a Resolution of the Board of Directors of the San Diego County
Water Authority approving the General Manager’s Recommended
Budget for Fiscal Years 2012 and 2013, for operations and capital
improvements and appropriating $1.417 billion consistent with the
approved budget. (Action)

2.

PUBLIC HEARING: Adopt the Water Authority’s rates and charges
for calendar year 2012 and continue the annual Standby Availability
Charge for fiscal year 2011-2012 as currently imposed.
Staff recommendation:
a)
Adopt Ordinance No. 2011-___ an ordinance of the Board of
Directors of the San Diego County Water Authority setting
rates and charges for the delivery and supply of water, use of
facilities and provision of services.
b)
Adopt Resolution 2011-____ a resolution of the Board of
Directors of the San Diego County Water Authority
continuing the Standby Availability Charge. (Action)

Eric Sandler

3.

Authorize the issuance of 1) Subordinate Lien Water Revenue
Refunding Bonds—Series 2011S-1—to refund certain outstanding
Tax-Exempt Commercial Paper; and 2) Senior Lien Water Revenue
Refunding Bonds—Series 2011A to refund certain outstanding longterm debt to yield debt service savings.
Staff recommendation:
(1) Adopt a resolution authorizing the issuance of Subordinate Lien
Water Revenue Refunding Bonds, Series 2011S-1, in an aggregate
principal amount not to exceed $100 million for the purpose of
refunding $100 million in outstanding tax-exempt commercial
paper; authorize a negotiated method of sale for the issuance; and
approve the selection of firms to serve as the underwriting team.
(2) Adopt a resolution authorizing the issuance of Senior Lien Water
Revenue Refunding Bonds, Series 2011A, for the purpose of
refunding certain existing long-term debt; and authorize the
Director of Finance to determine the method of sale for the
issuance closer to the pricing date.
(3) Approve the forms of financing documents for both refunding bond
issuances, including the Preliminary Official Statements for the
2011S-1 Bonds and the Series 2011A Bonds. (Action)

Eric Sandler/
David Shank
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III.

INFORMATION
1.

Controller’s report on monthly financial statements.

2.

Board calendar.

IV.

CLOSED SESSION

V.

ADJOURNMENT

Rod Greek

Doria F. Lore
Clerk of the Board
NOTE:

This meeting is called as an Administrative and Finance Committee meeting. Because a quorum of the Board may be present, the meeting
is also noticed as a Board meeting. Members of the Board who are not members of the Committee may participate in the meeting
pursuant to Section 2.00.060(g) of the Authority Administrative Code (Recodified). All items on the agenda, including information items,
may be deliberated and become subject to action. All public documents provided to the committee or Board for this meeting including
materials related to an item on this agenda and submitted to the Board of Directors within 72 hours prior to this meeting may be reviewed
at the San Diego County Water Authority headquarters located at 4677 Overland Avenue, San Diego, CA 92123 at the reception desk
during normal business hours.
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June 15, 2011
Attention:

Administrative and Finance Committee

Treasurer’s Report
Attached for review by the Administrative and Finance Committee and the Board of Directors is
the Treasurer’s Report as of May 31, 2011. The reports are formatted to provide information as
required by the California Government Code and the San Diego County Water Authority’s
Annual Statement of Investment Policy, which was last adopted by the Board on December 9,
2010. A brief description of each report follows:
Portfolio Master Summary: This one page report summarizes all cash and investments held by
the Water Authority.
Portfolio Characteristics: This one page snapshot shows the Water Authority’s portfolio
holdings by type and percentage; the maturity distribution of the portfolio; the portfolio yield for
the past twelve months, with and without bond-related funds, compared to a rolling average yield
of the Board adopted benchmark; the credit quality of the portfolio’s holdings; the cash flow
projections for the next six months; and relevant market information.
Portfolio Details - Investments: This report takes the summary information listed in the Portfolio
Master Summary and provides details of active investments.
Activity Summary: This one page report produces a thirteen-month rolling summary of portfolio
investment activity.
The Water Authority’s portfolio is diversified among investment types, with a current
concentration toward short-term maturities. This concentration is the result of cash flow needs,
as well as the current historic low interest rate environment. The portfolio is comprised of high
quality investments, with 77 percent currently invested in AAA-rated securities. The Water
Authority’s overall portfolio yield remained at 0.79 percent in May 2011 and continues to exceed
the investment benchmark of 0.26 percent in May 2011. Bond Fund proceeds are expected to
fund Capital Improvement Program expenditures for the next several years.
All investments have been made in accordance with the San Diego County Water Authority
Statement of Investment Policy. This report provides documentation that the Water Authority
has sufficient funds to meet the financial obligations for the next six months. The market value
information is provided by Bloomberg L.P. and is as of the report date.

__________________________________
Eric Sandler, Director of Finance/Treasurer
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PORTFOLIO MASTER SUMMARY
as of May 31, 2011

Investment Type
Local Agency Investment Fund (LAIF)
Banker's Acceptances
Treasury Securities
Agency Securities
Reverse Repurchase Agreements
Certificates of Deposit (CDARS)
Negotiable Certificates of Deposit
Commercial Paper
Medium Term Notes/Corporates
JPA Pools (CAMP)
Money Market Funds

PORTFOLIO PERCENTAGES
Permitted By
Actual
Board Policy
Percentage
$50 Million
17.61%
20%
0.00%
15% - Minimum
21.98%
85%
50.08%
20%
0.00%
15%
0.36%
15%
0.00%
25%
4.65%
30%
0.00%
25%
5.13%
15%
0.19%
100.00%

Actual Amount
$
49,074,084
61,249,499
139,579,796
1,000,000
12,973,031
14,302,547
523,329
$
278,702,286
341,397
$
279,043,683

Accrued Interest (unavailable for investing)
Checking/Petty Cash/Available Funds (unavailable for investing)
Subtotal for Pooled Funds:

Bond/CP Fund Excluded from Portfolio Percentages:
Treasury Securities
Agency Securities
Certificates of Deposit (CDARS)
Commercial Paper
Local Agency Investment Fund (LAIF)
JPA Pools (CAMP)
Money Market Funds and Cash

$

270,097,265
18,562,589
142,615,237
18,075,578
10
449,350,679
375,031
449,725,710

Debt Service Reserve (DSR) Funds Excluded from Portfolio Percentages:
Agency Securities and Money Market Fund - Series 2004A COPs
FSA - Reserve (GIC) Series 2002A COPs
Trinity Plus - Reserve (GIC) Series 1998A COPs
Subtotal for Debt Service Reserve Funds (unavailable for CIP expenditures):

$

38,763,010
18,385,750
12,240,775
69,389,535

Total Cash and Investments

$

798,158,928

$
Accrued Interest (unavailable for investing)
Subtotal for Bond/CP Fund (available for CIP expenditures):

PORTFOLIO INFORMATION
Pooled
Bond/CP
Funds **
Fund
Portfolio Yield to Maturity - 365 Days
Average Term
Average Days to Maturity (730 Days Maximum)
Accrued Interest Earnings (Cash and Investments):
Month Ended May 2011
Fiscal Year to Date
Total Cash and Investments

0.57%
478
289
$
$
$

329,765 $
2,165,139 $
279,043,683 $

0.64%
415
224
94,359 $
5,800,191 $
449,725,710 $

Debt Service
Reserve
2.68%
185
32
158,887 $
1,114,359 $
69,389,535 $

* "The weighted average days to maturity of the total portfolio shall not exceed 730 days (two years) to maturity" per SDCWA Investment Policy.
** Pooled Funds include Operating, Pay Go, RSF and Equipment.
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Total *
0.79%
417
230
583,011
9,079,689
798,158,928

Portfolio Characteristics
Asset Allocation

M at u r i t y D i s t r i b u t i o n
P o o l e d

Commercial
Paper CD's
4.7% 0.4%

JPA Pools
(CAMP)
5.1%

FNMA
15.1%

as of May 31, 2011

F u n d s

$100
$80

LAIF
17.6%

Agencies
50.1%

Millions

$60
Money Market
0.2%

$40
$20

FHLMC
24.6%

Treasuries
21.9%
FHLB
0.9%

$0-3 Month

3-6 Month

6-9 Month

9-12 Month

1-2 Year

2-3 Year

3-5 Year

FFCB
9.5%

Po r t fo l i o Yi e l d : J u n e 2 0 1 0 - M a y 2 0 1 1
2 0 1 0 2 0 1 0 J u l y 1 0 - Au g u s t

Credit Qualit y

Pooled Funds

2.0%

% OF PORTFOLIO

1.5%
1.0%
0.5%
May

April

March

February

January

December

November

October

September

August

July

June

0.0%

US Treasury (AAA)
Agency (AAA)
Other (AAA)*
AA**
not rated ***

21.9%
50.1%
5.3%
4.7%
18.0%
100.0%

* Includes money market funds & JPA pools (CAMP)
** Includes commercial paper; the Water Authority’s Investment
Policy does not permit investments with a rating below AA-

CWA Yield
CWA Yield (excluding Bond/CP & DSR Funds)

*** Includes LAIF, which is part of the state investment pool, and is
not rated; and CDARS, which is comprised of FDIC-insured CD’s

1 Year U.S. Treasury Constant Maturity (Rolling 12-month Average)

U.S. Treasury Yield Curve
Projected Cash Flows (in Millions) *
Month
End

Investment
Maturities

Projected
Receipts

Projected
Disbursements

Reinvestment/
(Use) of Liquid
Funds

Projected Cash
& Investments

Pooled Funds
$
3.57

279.04
282.61

Jul 11

-

50.43

41.71

(8.72)

291.33

Aug 11

-

57.60

45.81

(11.80)

303.13

Sept 11

-

54.06

44.18

(9.88)

313.00

Oct 11

35.00

72.23

96.03

58.80

289.20

Nov 11

-

51.47

40.77

(10.71)

299.90

4/29/2011

30 Yr.

40.07

10 Yr.

43.64

7 Yr.

-

5 Yr.

June 11

3 Mo.
6 Mo.
1 Yr.
2 Yr.
3 Yr.

May 2011

5/31/2011

Bond/CP Fund
$

May 2011

Jun 11

22.70

0.24

4.63

18.31

449.73

Jul 11

12.60

0.23

4.48

8.36

441.09

Aug 11

17.25

0.23

11.69

5.79

429.63

Sept 11

17.20

0.23

12.47

4.95

417.38

Oct 11

32.80

0.22

25.58

7.44

392.02

Nov 11

20.20

0.21

15.66

4.74

376.56

* Numbers mayPage
not foot
to rounding
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Market Notes

445.33

O

n April 27th, the FOMC maintained
the target for the federal funds rate
at a range of 0-25 basis points. The next
meeting is June 22nd.

SDCWA - Fiscal Year 2011
Portfolio Management
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Portfolio Details - Investments
May 31, 2011
CUSIP

Investment #

Average
Balance

Issuer

Purchase
Date

Par Value

Market Value

Book Value

Stated
Rate

14,302,546.62
9,148,186.40
207,594.13
8,719,797.35
18,385,750.00
0.00
0.00
0.00
502,951.19
49,074,084.53
160,379.77
142,454,857.40
12,240,775.00
20,377.64
268.90

14,302,546.62
9,148,186.40
207,594.13
8,719,797.35
18,385,750.00
0.00
0.00
0.00
502,951.19
49,074,084.53
160,379.77
142,454,857.40
12,240,775.00
20,377.64
268.90

14,302,546.62
9,148,186.40
207,594.13
8,719,797.35
18,385,750.00
0.00
0.00
0.00
502,951.19
49,074,084.53
160,379.77
142,454,857.40
12,240,775.00
20,377.64
268.90

0.130
0.130
0.130
0.130
5.810
0.010
0.010
0.010
0.010
0.400
0.400
0.400
5.550
0.001
0.001

255,217,568.93

255,217,568.93

255,217,568.93

11,000,000.00
2,000,000.00
1,600,000.00
1,000,000.00
1,000,000.00
1,000,000.00
5,000,000.00
1,200,000.00
3,600,000.00
4,200,000.00

10,976,887.78
1,996,143.33
1,595,946.67
998,887.78
998,522.22
998,191.67
4,988,383.33
1,197,830.00
3,593,547.00
4,190,550.00

10,976,887.78
1,996,143.33
1,595,946.67
998,887.78
998,522.22
998,191.67
4,988,383.33
1,198,560.00
3,593,547.00
4,190,550.00

31,600,000.00

31,534,889.78

31,535,619.78

9,500,000.00
16,120,000.00
9,100,000.00
5,000,000.00
10,000,000.00
3,000,000.00
2,300,000.00

9,714,700.00
16,406,774.80
9,156,329.00
5,088,950.00
10,104,800.00
3,039,690.00
2,318,607.00

9,911,540.00
16,582,418.32
9,116,198.00
5,121,950.00
10,443,800.00
3,135,240.00
2,406,076.00

S&P

YTM Days to
365 Maturity

Maturity
Date

Managed Pool Accounts
CASH35
CASH37
CASH44
CASH45
CASH07
CASH42
CASH43
CASH31
CASH11
CASH13
CASH40
CASH41
CASH17
CASH27
CASH33

73
6004
3004
4004
205
3001
4001
6001
0002
72
3002
4002
204
1002
208

CAMP - OPERATING/POOLED
CAMP - 2008A COPS
CAMP - 2010A BONDS
CAMP - 2010B BONDS-BABS
FSA CAPITAL MGMT. SVC. - 2002A
GOLDMAN - 2010A BONDS
GOLDMAN - 2010B BONDS-BABS
GOLDMAN - 2008A COPS
GOLDMAN - OPERATING/POOLED
LAIF - OPERATING
LAIF - 2010A BONDS
LAIF - 2010B BONDS-BABS
TRINITY PLUS - 1998A
US BANK MONEY MARKET FUND
US BANK MONEY MARKET FUND
Subtotal and Average

07/01/2010
07/01/2010

272,411,108.17

AAA
AAA
AAA
AAA
AA+
AAA
AAA
AAA
AAA

AAA
AAA
AAA

0.130
0.130
0.130
0.130
5.810
0.010
0.010
0.010
0.010
0.400
0.400
0.400
5.550
0.001
0.001

1
1
1
1
1
1
1
1
1
1
1
1
1
1
1

1.002

1

0.320
0.269
0.391
0.264
0.291
0.311
0.352
0.244
0.279
0.310

195
260
9
61
97
124
153
124
183
216

0.314

172

0.678
0.430
1.007
1.135
0.809
0.750
0.679

313
328
225
328
124
135
85

Commercial Paper - Discount
36959JZD8
36959HBG1
36959JTA1
36959JV18
36959JW66
36959JX32
36959JY15
36959JX32
36959JZ14
36959HA31

10027
10030
6180
6181
6182
6183
6184
6185
6186
6187

GENERAL ELECTRIC CAPITAL CORP.
GENERAL ELECTRIC CAPITAL CORP.
GENERAL ELECTRIC CAPITAL CORP.
GENERAL ELECTRIC CAPITAL CORP.
GENERAL ELECTRIC CAPITAL CORP.
GENERAL ELECTRIC CAPITAL CORP.
GENERAL ELECTRIC CAPITAL CORP.
GENERAL ELECTRIC CAPITAL CORP.
GENERAL ELECTRIC CAPITAL CORP.
GENERAL ELECTRIC CAPITAL CORP.
Subtotal and Average

04/13/2011
05/25/2011
10/13/2010
02/28/2011
02/28/2011
02/28/2011
02/28/2011
04/06/2011
04/06/2011
04/08/2011

30,795,023.60

0.310
0.260
0.380
0.260
0.280
0.300
0.340
0.240
0.270
0.300

AA+
AA+
AA+
AA+
AA+
AA+
AA+
AA+
AA+
AA+

12/13/2011
02/16/2012
06/10/2011
08/01/2011
09/06/2011
10/03/2011
11/01/2011
10/03/2011
12/01/2011
01/03/2012

Federal Agency - Coupon
31331YC24
31331GNQ8
31331JBL6
31331GNQ8
31331Y3P3
31331GDC0
31331YZ86

Run Date: 06/02/2011 -Page
09:42

10014
10017
4014
4018
4019
4036
4038
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FEDERAL FARM CREDIT BANK
FEDERAL FARM CREDIT BANK
FEDERAL FARM CREDIT BANK
FEDERAL FARM CREDIT BANK
FEDERAL FARM CREDIT BANK
FEDERAL FARM CREDIT BANK
FEDERAL FARM CREDIT BANK

07/28/2010
09/24/2010
02/04/2010
02/04/2010
02/04/2010
03/10/2010
03/12/2010

3.250
2.250
1.100
2.250
3.500
3.600
3.875

AAA
AAA
AAA
AAA
AAA
AAA
AAA

04/09/2012
04/24/2012
01/12/2012
04/24/2012
10/03/2011
10/14/2011
08/25/2011

Portfolio CWA2
CC
PM (PRF_PM2) SymRept 6.41.202a

Report Ver. 5.00
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Portfolio Details - Investments
May 31, 2011
CUSIP

Investment #

Issuer

Average
Balance

Purchase
Date

Par Value

Market Value

Book Value

Stated
Rate

S&P

03/12/2010
04/06/2011
05/19/2011
05/19/2011
05/19/2011
02/04/2010
02/04/2010
02/04/2010
02/04/2010
02/04/2010
02/04/2010
02/04/2010
02/17/2010
03/29/2011
03/31/2011
03/31/2011
04/06/2011
04/13/2011
04/14/2011
04/20/2011
04/21/2011
05/06/2011
05/25/2011
09/20/2007
07/28/2010
09/24/2010
09/24/2010
01/28/2011
02/24/2011
03/30/2011
02/04/2010
03/29/2011
03/31/2011
04/06/2011
05/19/2011
05/25/2011
02/25/2010
04/29/2010

1,400,000.00
900,000.00
1,250,000.00
2,315,000.00
3,000,000.00
10,000,000.00
5,200,000.00
18,300,000.00
4,100,000.00
4,700,000.00
9,450,000.00
21,100,000.00
12,600,000.00
3,025,000.00
2,900,000.00
4,100,000.00
3,800,000.00
5,000,000.00
5,000,000.00
5,000,000.00
5,000,000.00
6,100,000.00
2,205,000.00
2,500,000.00
10,595,000.00
18,000,000.00
10,000,000.00
13,000,000.00
8,000,000.00
7,000,000.00
16,200,000.00
3,000,000.00
2,966,000.00
3,500,000.00
3,400,000.00
3,800,000.00
10,000,000.00
6,000,000.00

1,414,672.00
959,886.00
1,275,939.58
2,377,013.71
3,028,095.00
10,219,900.00
5,314,348.00
18,391,866.00
4,129,479.00
4,783,002.00
9,469,939.50
21,116,036.00
12,607,686.00
3,458,864.83
3,096,199.50
4,273,928.26
3,919,923.25
5,118,105.56
5,020,804.17
5,106,183.33
5,126,868.06
6,257,925.61
2,264,593.19
2,594,000.00
10,688,765.75
18,278,460.00
10,594,700.00
13,289,770.00
8,167,440.00
7,146,510.00
16,442,514.00
3,396,023.33
3,315,612.31
3,822,647.50
3,676,658.00
3,810,032.00
10,181,400.00
6,108,840.00

1,458,884.00
959,886.00
1,279,439.58
2,374,305.16
3,026,085.00
10,709,100.00
5,569,460.00
18,351,606.00
4,099,426.00
4,819,060.40
9,539,964.00
21,818,455.00
12,623,171.40
3,434,392.58
3,067,547.50
4,217,294.96
3,893,201.65
5,113,055.56
5,013,004.17
5,097,733.33
5,125,460.01
6,245,603.61
2,266,385.86
2,539,125.00
10,671,866.73
18,450,900.00
10,831,175.90
13,259,350.00
8,120,960.00
7,101,710.00
17,442,054.00
3,358,853.33
3,291,394.92
3,807,282.50
3,677,678.00
3,805,396.00
10,700,400.00
6,365,700.00

3.500
4.150
1.650
1.750
0.900
4.875
4.875
1.125
1.125
2.250
1.375
3.125
0.750
5.375
3.125
2.375
1.875
2.000
0.570
1.500
1.750
1.750
1.750
5.000
1.125
2.125
4.625
1.720
1.625
1.625
5.500
5.000
5.000
4.500
4.500
0.515
5.000
5.000

AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA

YTM Days to
365 Maturity

Maturity
Date

Federal Agency - Coupon
31331Y3P3
31331QK22
31331JDT7
31331JBV4
31331KCP3
3133XHPH9
3133XHPH9
3133XVQL8
3133XWW47
3133XTAW6
3133XUKB8
3133XR4U1
3133XWEZ8
3133XLDG5
3133XSP93
3133XWKV0
3133XXYX9
3133XUK93
313372UV4
3133XW7L7
3133XVNT4
3133XWX87
3133XVNT4
3133XJUT3
3128X9D80
3137EABY4
3137EAAZ2
3128X9D56
3137EACJ6
3137EACJ6
3134A4HF4
3134A4UU6
3128X2TM7
3134A4TZ7
3134A4SA3
3134G1WT7
31359MZ30
31359MZ30

Run Date: 06/02/2011 -Page
09:42

4039
4048
4062
4063
4064
4011
4012
4013
4016
4017
4021
4022
4030
4042
4044
4046
4049
4051
4052
4053
4054
4058
4066
8160
10015
10016
10019
10024
10025
10026
4020
4043
4045
4050
4061
4065
10008
10012
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FEDERAL FARM CREDIT BANK
FEDERAL FARM CREDIT BANK
FEDERAL FARM CREDIT BANK
FEDERAL FARM CREDIT BANK
FEDERAL FARM CREDIT BANK
FEDERAL HOME LOAN BANK
FEDERAL HOME LOAN BANK
FEDERAL HOME LOAN BANK
FEDERAL HOME LOAN BANK
FEDERAL HOME LOAN BANK
FEDERAL HOME LOAN BANK
FEDERAL HOME LOAN BANK
FEDERAL HOME LOAN BANK
FEDERAL HOME LOAN BANK
FEDERAL HOME LOAN BANK
FEDERAL HOME LOAN BANK
FEDERAL HOME LOAN BANK
FEDERAL HOME LOAN BANK
FEDERAL HOME LOAN BANK
FEDERAL HOME LOAN BANK
FEDERAL HOME LOAN BANK
FEDERAL HOME LOAN BANK
FEDERAL HOME LOAN BANK
FEDERAL HOME LOAN BANK
FEDERAL HOME LOAN MORTGAGE COR
FEDERAL HOME LOAN MORTGAGE COR
FEDERAL HOME LOAN MORTGAGE COR
FEDERAL HOME LOAN MORTGAGE COR
FEDERAL HOME LOAN MORTGAGE COR
FEDERAL HOME LOAN MORTGAGE COR
FEDERAL HOME LOAN MORTGAGE COR
FEDERAL HOME LOAN MORTGAGE COR
FEDERAL HOME LOAN MORTGAGE COR
FEDERAL HOME LOAN MORTGAGE COR
FEDERAL HOME LOAN MORTGAGE COR
FEDERAL HOME LOAN MORTGAGE COR
FEDERAL NATION MORTAGE ASSOC.
FEDERAL NATION MORTAGE ASSOC.

0.779
0.954
0.540
0.527
0.527
0.871
0.863
0.970
1.132
1.077
0.744
0.589
0.617
1.539
1.295
1.421
1.000
0.513
0.429
0.595
0.594
0.597
0.455
4.608
0.705
0.444
0.609
0.804
0.910
0.905
0.713
1.580
1.341
1.036
0.482
0.420
0.694
0.796

124
714
621
631
632
170
170
191
282
317
71
9
37
1,108
926
1,017
751
471
454
595
562
646
562
282
329
296
512
680
684
684
106
1,140
974
775
594
544
136
136

10/03/2011
05/15/2013
02/11/2013
02/21/2013
02/22/2013
11/18/2011
11/18/2011
12/09/2011
03/09/2012
04/13/2012
08/11/2011
06/10/2011
07/08/2011
06/13/2014
12/13/2013
03/14/2014
06/21/2013
09/14/2012
08/28/2012
01/16/2013
12/14/2012
03/08/2013
12/14/2012
03/09/2012
04/25/2012
03/23/2012
10/25/2012
04/11/2013
04/15/2013
04/15/2013
09/15/2011
07/15/2014
01/30/2014
07/15/2013
01/15/2013
11/26/2012
10/15/2011
10/15/2011

Portfolio CWA2
CC
PM (PRF_PM2) SymRept 6.41.202a
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Portfolio Details - Investments
May 31, 2011
CUSIP

Investment #

Average
Balance

Issuer

Purchase
Date

Par Value

Market Value

Book Value

Stated
Rate

S&P

11/19/2010
12/16/2010
02/18/2010
02/18/2010
02/04/2010
02/04/2010
03/10/2010
03/11/2010
03/29/2011
04/06/2011
04/28/2011
04/28/2011
05/06/2011
05/12/2011
05/12/2011

20,000,000.00
5,000,000.00
1,200,000.00
762,000.00
15,000,000.00
8,100,000.00
3,000,000.00
1,500,000.00
4,000,000.00
5,100,000.00
8,000,000.00
2,000,000.00
3,900,000.00
5,100,000.00
4,700,000.00

20,041,800.00
5,072,750.00
1,221,768.00
773,087.10
15,272,100.00
8,380,989.00
3,021,240.00
1,510,620.00
4,183,360.00
5,222,247.00
8,016,720.00
2,183,019.17
3,926,201.50
5,127,846.00
4,711,421.00

19,956,000.00
5,088,650.00
1,284,084.00
775,380.72
16,055,250.00
8,749,458.00
3,128,400.00
1,563,600.00
4,125,560.00
5,186,088.00
7,999,040.00
2,168,000.11
3,918,830.50
5,119,278.00
4,690,882.00

0.500
1.875
5.000
1.875
5.000
5.000
3.625
3.625
2.500
1.750
0.500
4.125
0.750
1.000
0.800

AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA
AAA

396,788,000.00

404,739,651.01

410,052,091.80

38,861,000.00

38,856,725.29

38,762,741.05

38,861,000.00

38,856,725.29

38,762,741.05

18,000,000.00
15,000,000.00
16,000,000.00
5,000,000.00
7,000,000.00

18,066,096.00
15,107,820.00
16,016,256.00
5,035,940.00
7,036,365.00

18,061,171.88
15,150,585.94
15,961,250.00
5,039,062.50
7,037,429.00

61,000,000.00

61,262,477.00

61,249,499.32

249,000.00
751,000.00

249,000.00
751,000.00

249,000.00
751,000.00

1,000,000.00

1,000,000.00

1,000,000.00

YTM Days to
365 Maturity

Maturity
Date

Federal Agency - Coupon
3136FPUC9
31398AWK4
31359MZ30
31398AWK4
31359MZ30
31359M5H2
31398ATL6
31398ATL6
31398AXJ6
31398AJ94
3136FPUC9
31359MUT8
3135G0AK9
31398A4N9
31398A6D9

10020
10022
3012
3013
4010
4015
4035
4037
4041
4047
4055
4056
4057
4059
4060

FEDERAL NATION MORTAGE ASSOC.
FEDERAL NATION MORTAGE ASSOC.
FEDERAL NATION MORTAGE ASSOC.
FEDERAL NATION MORTAGE ASSOC.
FEDERAL NATION MORTAGE ASSOC.
FEDERAL NATION MORTAGE ASSOC.
FEDERAL NATION MORTAGE ASSOC.
FEDERAL NATION MORTAGE ASSOC.
FEDERAL NATION MORTAGE ASSOC.
FEDERAL NATION MORTAGE ASSOC.
FEDERAL NATION MORTAGE ASSOC.
FEDERAL NATION MORTAGE ASSOC.
FEDERAL NATION MORTAGE ASSOC.
FEDERAL NATION MORTAGE ASSOC.
FEDERAL NATION MORTAGE ASSOC.
Subtotal and Average

405,077,934.80

0.614
0.549
0.740
1.055
0.817
1.006
0.615
0.637
1.469
0.931
0.508
1.279
0.562
0.873
0.878

517
324
136
324
136
260
75
75
1,079
706
517
1,049
636
867
901

0.785

379

10/30/2012
04/20/2012
10/15/2011
04/20/2012
10/15/2011
02/16/2012
08/15/2011
08/15/2011
05/15/2014
05/07/2013
10/30/2012
04/15/2014
02/26/2013
10/15/2013
11/18/2013

Federal Agency - Discount
313588JS5

211

FEDERAL NATION MORTAGE ASSOC.
Subtotal and Average

08/31/2010

38,762,741.05

0.275

AAA

0.283

57 07/28/2011

0.283

57

0.786
0.370
0.500
0.429
0.223

152
334
518
334
365

0.515

332

0.500
0.500

141 10/20/2011
141 10/20/2011

0.500

141

Treasury Securities - Coupon
912828LT5
912828NB2
912828PD6
912828NB2
912828NE6

10009
10018
10021
10023
10031

UNITED STATES TREASURY
UNITED STATES TREASURY
UNITED STATES TREASURY
UNITED STATES TREASURY
UNITED STATES TREASURY
Subtotal and Average

03/24/2010
09/24/2010
11/19/2010
12/16/2010
05/25/2011

55,806,386.88

1.000
1.000
0.375
1.000
0.750

AAA
AAA
AAA
AAA
AAA

10/31/2011
04/30/2012
10/31/2012
04/30/2012
05/31/2012

Certificates of Deposit - CDARS
CDARS05
CDARS06

10028
10029

BORREGO SPRINGS BANK
BORREGO SPRINGS BANK
Subtotal and Average
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04/21/2011
04/21/2011

0.500
0.500
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CUSIP

Investment #

Issuer
Total and Average
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Average
Balance
804,472,332.87

Purchase
Date

Par Value

Market Value

Book Value

784,466,568.93

792,611,312.01

797,817,520.88

Stated
Rate

S&P

YTM Days to
365 Maturity
0.790

230

Portfolio CWA2
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PM (PRF_PM2) SymRept 6.41.202a
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Portfolio Details - Cash
May 31, 2011
CUSIP

Investment #

Average
Balance

Purchase
Date

WELLS FARGO - RETIREE & COBRA
PETTY CASH
WELLS FARGO - OPERATING/POOLED
WELLS FARGO - PAYROLL ZBA
WELLS FARGO - 2010A BONDS
WELLS FARGO - 2010B BONDS-BABS
WELLS FARGO - 2008A COPS

07/01/2010
07/01/2010

Issuer

Par Value

Market Value

Book Value

60,252.22
2,500.00
281,566.28
-2,921.50
3.65
3.19
3.16

60,252.22
2,500.00
281,566.28
-2,921.50
3.65
3.19
3.16

60,252.22
2,500.00
281,566.28
-2,921.50
3.65
3.19
3.16

784,807,975.93

792,952,719.01

798,158,927.88

Stated
Rate

S&P

YTM Days to
365 Maturity

Passbook/Checking Accounts
CASH00
CASH01
CASH02
CASH03
CASH38
CASH39
CASH30
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50
48
1000
1001
3000
4000
6000

Average Balance

0.00

Total Cash and Investmentss

804,472,332.87
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07/01/2010
07/01/2010
07/01/2010

0.001

0.001

0.000
0.000
0.001
0.000
0.000
0.000
0.001

1
1
1
1
1
1
1

0.790

230

1
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Activity Summary
May 2010 through May 2011
Yield to Maturity
Month
End

Year

Number of
Securities

Total
Invested

360
Equivalent

365
Equivalent

Managed
Pool
Rate

Number
of Investments
Purchased

Number
of Investments
Redeemed

Average
Term

Average
Days to Maturity

May

2010

83

942,479,823.83

0.712

0.722

0.840

0

1

272

192

June

2010

83

918,247,898.07

0.736

0.747

0.902

1

1

281

182

July

2010

77

936,641,347.26

0.735

0.745

0.881

9

3

288

174

August

2010

76

926,922,673.16

0.732

0.742

0.885

1

2

288

170

September

2010

77

933,072,382.61

0.721

0.731

0.858

4

3

316

191

October

2010

78

843,995,415.64

0.753

0.763

1.024

5

4

345

194

November

2010

79

847,255,394.61

0.765

0.775

1.069

2

1

365

202

December

2010

80

835,265,201.64

0.769

0.780

1.097

2

1

373

189

January

2011

81

841,973,607.62

0.772

0.783

1.114

1

0

383

178

February

2011

80

843,895,424.76

0.755

0.765

1.025

5

6

378

168

March

2011

82

850,665,530.99

0.748

0.758

0.946

7

5

387

181

April

2011

91

787,364,320.53

0.783

0.793

0.999

16

7

404

218

May

2011

100

797,817,520.88

0.779

0.790

1.002

12

3

417

230

82

869,661,272.43

0.751%

0.761%

0.973

5

3

346

190

Average
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June 15, 2011
Attention:

Administrative and Finance Committee

Purchase Water Authority Business Insurance – Property, Liability, and Workers’
Compensation. (Action)
Staff recommendation
Authorize the General Manager to purchase three lines of business insurance – property,
liability, and workers’ compensation - from the Special Districts Risk Management
Authority (SDRMA) in the amount of $844,000 for coverage of the period July 1, 2011
through June 30, 2012, contingent upon Board approval of the General Manager’s
Recommended Budget for Fiscal Years 2012 and 2013.
Alternative
1) Reject all cost quotes and direct staff to obtain a 30 day extension of coverage from
the current insurance providers to obtain new quotes.
Fiscal impact
Funds for the purchase of the property, liability, and workers’ compensation insurance for both
fiscal years 2012 and 2013 are included in the General Manager’s Recommended Budget. This
request for $844,000 is for payment of premiums for fiscal year 2012 only.
Background
In January 24, 2008, the Board authorized staff to obtain property and liability insurance from
SDRMA for a three year period beginning July 1, 2008 and ending June 30, 2011. In March 2008,
the Board authorized staff to purchase workers’ compensation insurance from Wausau Insurance
Company for a one year period beginning July 1, 2008 and ending June 30, 2009. The Board
subsequently authorized two consecutive renewals of the workers’ compensation insurance through
fiscal year 2011 from Liberty Mutual (formerly Wausau).
Discussion
All three lines of the Water Authority’s business insurance are eligible for renewal after July 1,
2011. Staff used the brokerage services of Marsh USA to analyze which insurers could provide
competitive terms for water agencies and requests for quotations were sent out to at least five
insurers for each line of coverage. A quote was also obtained from the Water Authority’s current
property and liability provider, SDRMA. Specifications for the property, liability, and workers’
compensation coverage/limits and deductibles were based upon the expiring coverages.
Staff explored the option of raising deductible requirements in order to lower premiums. Marsh
USA advised staff that in light of the current soft market conditions, the reductions in premiums
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would not be sizable enough to warrant the increased exposure. During hard market conditions,
increasing deductibles may be a cost effective way to reduce premiums.
Insurance carriers had the option to quote a single line or all three lines of insurance based upon
their capacity. Quotes were received from seven insurance companies. The table below
summarizes the most competitive responses received:
Line of Coverage
Liability Premium

Existing Insurance
(expiring)

Workers’ Compensation
Premium

$230,000
SDRMA
$390,000
SDRMA
$237,500
Liberty Mutual

Total Estimated Cost

$857,500

Property Premium

SDRMA
All lines quote
for FY 2012
$218,000
$418,500
$207,500*
$844,000

Other Quotes
for FY 2012
$262,500
Rural Special District
$502,000
Zurich
$226,000
Liberty Mutual
$990,500

* SDRMA requires an initial three year commitment for new lines of insurance. Since this will be
the first time we have placed workers’ compensation insurance with SDRMA, the commitment
will be for fiscal years 2012, 2013 and 2014. The terms of our agreement with SDRMA limit cost
increases to no more than 15% annually.
SDRMA provided the lowest overall quote at $844,000. This is $13,500 less than the current
years’ premium, despite the addition of $50M in new property values. Staff recommends that
the Water Authority obtain its property, liability, and workers’ compensation insurance in a
single package from SDRMA.

Prepared by:
Reviewed by:
Approved by:
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Robert J. Homer, Risk Manager
Marilyn L. Young, Director of Administrative Services
Sandra L. Kerl, Deputy General Manager

June 15, 2011
Attention:

Administrative and Finance Committee

Approval of the General Manager’s Recommended Budget for Fiscal Years 2012 and 2013.
(Action)
Purpose
For the Administrative and Finance Committee to recommend to the full Board the adoption of
the General Manager’s Recommended Budget for Fiscal Years 2012 and 2013.
Staff recommendation
Approve adoption of Resolution No. 2011-_____, a Resolution of the Board of Directors
of the San Diego County Water Authority approving the General Manager’s
Recommended Budget for Fiscal Years 2012 and 2013, for operations and capital
improvements and appropriating $1.417 billion consistent with the approved budget.
Alternative
The Committee and the Board may modify the Recommended Budget prior to adoption
of the Budget Resolution.
Fiscal impact
Distributed to the Board on May 26, 2011, the General Manager’s Recommended Budget for
Fiscal Years 2012 and 2013 includes an appropriation of $1,417.4 million. This is allocated
amongst the following categories: Water Purchases and Treatment, $666.9 million; Stored Water
Purchases, $21.1 million; Capital Improvement Program (CIP), $321.1 million; Debt Service,
$280.4 million; QSA Mitigation, $12.5 million; Operating Departments, $87.7 million; Hodges
Pumped Storage, $6.1 million; Equipment Replacement, $1.2 million; and Other Expenditures,
$20.4 million.
With the proposed increase in rates and charges being considered at the Public Hearing on June
23rd, adequate revenues and funding sources are anticipated to be available to meet the budgetary
needs for Fiscal Years 2012 and 2013.
Background
The General Manager delivered to the Board and introduced the Recommended Budget to the
Administrative and Finance Committee on May 26, 2011. The presentation provided the context
in which the budget was developed, an overview of the budget, and the format for upcoming
budget workshops. Key topics discussed included how the recommended budget will address the
following aspects of the “New Normal” environment in which the Water Authority now operates
– reduced water sales volumes; increased water costs; continued transition from a building to an
operating organization; impacts of the economic recession; ratepayer fatigue; and long-term
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water reliability.
In addition, as required by Section 2.16.060(d) of the Administrative Code, the Water
Authority’s 2012 – 2013 Classification and Salary Schedule is included in the budget document
as Appendix E. The Schedule reflects modifications made during Fiscal Years 2010-2011 to
position titles and includes a listing of the salary range for each position.

Discussion
On June 7 and 9, 2011, the Administrative and Finance Committee considered and discussed the
Fiscal Years 2012 and 2013 Recommended Budget. On the first day of the budget hearings, a
presentation was provided on the Water Authority’s sources of funds (revenues) and uses of
funds (expenditures), including key assumptions utilized to develop the budget and key rate
information. In addition, presentations were provided on the operating departments that
represent the Water Supplies Portfolio and Water Facilities Business Plan focus areas.
Directors asked a variety of questions focused on the budgeting for investment income and debt
service, including how the deferral of CIP projects impacted the schedule for utilizing funds
from our last bond issuance; the schedule for depositing and withdrawing funds from the Stored
Water Fund; variances between the projected expenses for the current budget period and the
recommended budget, primarily as it relates to water sales and labor and benefits; key drivers of
the proposed rate increase by category; programs and/or services that were eliminated, deferred,
or added; and position reductions, including the identification of which positions were currently
vacant.
At the beginning of the second day, staff provided responses to these questions. In addition,
presentations were provided on the remaining operating departments and a more in-depth
discussion on CIP and Debt Service was provided. At the conclusion of the second day of
budget meetings, the A&F Committee decided to consider key expenses on Hodges Pumped
Storage and Grants at its regularly scheduled meeting on June 23rd.
Copies of the handouts of the presentations and follow up discussion were sent to the Board on
June 13, 2011.
Upon approval of the budget at the June Board meeting, staff will distribute a final document to
the Board by the end of September 2011.

Prepared by: Lisa Celaya, Budget & Analysis Manager
Reviewed by: Eric Sandler, Director of Finance/Treasurer
Approved by: Maureen A. Stapleton, General Manager
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Attachment:
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Resolution No. 2011-___ Resolution of the Board of Directors of the San
Diego County Water Authority Approving the General Manager’s
Recommended Budget for Fiscal Years 2012 and 2013 for Operations and
Capital Improvements and Appropriating $1.417 billion consistent with
the Approved Budget.

RESOLUTION NO. 2011-_____

RESOLUTION OF THE BOARD OF DIRECTORS OF THE SAN DIEGO
COUNTY WATER AUTHORITY APPROVING THE GENERAL MANAGER’S
RECOMMENDED BUDGET FOR FISCAL YEARS 2012 AND 2013 FOR
OPERATIONS AND CAPITAL IMPROVEMENTS AND APPROPRIATING
$1.417 BILLION CONSISTENT WITH THE APPROVED BUDGET
WHEREAS, on May 26, June 7, 9, and 23, 2011, at publicly noticed meetings, staff
presented to the Administrative and Finance Committee the General Manager’s Recommended
Budget for Fiscal Years 2012 and 2013; and
WHEREAS, based on its review of the recommended budget and the presentations and
discussions at its meetings on May 26, June 7, 9 and 23, 2011, the Administrative and Finance
Committee has recommended approval of the General Manager’s Recommended Budget for
Fiscal Years 2012 and 2013, including operations, new and revised project budgets within the
Capital Improvement Program, and ratification of changes made to the classification and salary
schedule; and
WHEREAS, the Administrative and Finance Committee also recommended
appropriating $1.417 billion consistent with the approved budget; and
WHEREAS, on June 23, 2011 the Board of Directors considered the General Manager’s
Recommended Budget for Fiscal Years 2012 and 2013 and the report and recommendation of the
Administrative and Finance Committee;
NOW, THEREFORE, the Board of Directors of the San Diego County Water Authority
resolves as follows:
1.
Those certain documents now on file in the Office of the Clerk of the Board entitled,
General Manager’s Recommended Budget for Fiscal Years 2012 and 2013 are approved as the biannual budget for Fiscal Years 2012 and 2013.
2.
The total amount of $1.417 billion is hereby appropriated for the purposes and in
the amounts specified in Exhibit A. Expenditures of appropriated funds shall be consistent with
the approved budget. Except as in this Resolution, no increases or decreases to the budget shall
occur except upon prior approval by the Board of Directors.
3.
The General Manager has the authority within the Operating Fund balance to
accommodate any adjustments to Fiscal Years 2012 and 2013 employee salaries and benefits
consistent with Resolutions No. 2007-16, 2007-23, and 2010-10, or future resolutions approving
memoranda of understanding with recognized employee organizations, or salary and compensation
plans for represented or unrepresented employees.
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The 2012-2013 Classification and Salary Schedule (contained in Appendix E of the General
Manager’s Recommended Budget for Fiscal Years 2012 and 2013) is approved. The General
Manager is authorized to make amendments to the Classification and Salary Schedule consistent
with Resolutions No. 2007-16, 2007-23, and 2010-10, and as authorized by the Administrative Code
and other rules and regulations governing the personnel system, provided such adjustments are
consistent with the budget controls contained in paragraph 4.
4.
The following controls are hereby placed on the use and transfers of the appropriated
and budgeted funds:
a.
The General Manager is responsible for keeping expenditures within the
approved appropriations and budgeted allocations for positions, salaries and benefits, and
operational expenditures and may adopt budget policies as necessary to carry out that responsibility.
No expenditure of funds shall be authorized unless sufficient funds have been appropriated by the
Board or General Manager as described herein.
b.
Subject to paragraph d, the General Manager may exercise discretion in
administration of the Operating Budget to respond to changed circumstances, provided that any
modification in excess of $150,000 requires approval by the Board.
c.
Subject to paragraph d, the General Manager may exercise discretion in
administration of the Capital Budget to respond to changed circumstances, provided that total
expenditures for all CIP projects, in the two fiscal years do not exceed the total appropriations for the
Capital Improvement Program in the budget approved in paragraph 1. Addition or deletion of a
project or increase in excess of $150,000 to a project budget within the Capital Improvement
Program requires approval by the Board. Inclusion of a project in the Capital Improvement Program
Budget for planning and environmental review purposes shall not be construed as an irrevocable
commitment to the project or implementation. A project shall be subject to revision or deletion from
the Capital Improvement Program as necessary to comply with the California Environmental
Quality Act. No appropriation under this resolution for a capital project that provides new or
expanded service shall be spent for activities other than exempt planning, feasibility, environmental
review and other similar purposes until the Board certifies or approves the environmental review
document for the project.
d.
Increases in the appropriation amount of $1.417 billion shall not be effective
unless approved by the Board. Addition of personnel positions above the level identified in the
budget as approved in paragraph 1 shall not be effective unless approved by the Board. The General
Manager may authorize the hiring of temporary or part-time staff as necessary, within the limits
imposed by the available expenditure amounts designated in the budget as approved in paragraph 1.
This paragraph shall not be construed as a limitation on reclassification or reassignment of positions
or other administration of the personnel system consistent with paragraph 3.
e.
The General Manager is authorized, subject only to the total appropriation, to
exceed the expenditure amount designated for water purchases in the budget as approved in
paragraph 1 in order to meet the water demands of the Water Authority.
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PASSED, APPROVED AND ADOPTED, this 23rd day of June 2011.
AYES:

Unless noted below, all Directors voted aye.

NOES:
ABSTAIN:
ABSENT:

Michael T. Hogan
Chair
ATTEST:

Richard Smith
Secretary

I, Doria F. Lore, Clerk of the Board of the San Diego County Water Authority, certify
that the vote shown above is correct and this Resolution No. 2011- _____ was duly adopted at
the meeting of the Board of Directors on the date stated above.

Doria F. Lore
Clerk of the Board
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EXHIBIT A to RESOLUTION 2011-___

Fiscal Years 2012 & 2013 Budget
SOURCES AND USES OF FUNDS
($ Thousands)
Recommended
FY 12 &13

Revenues & Other Income
Water Sales
Infrastructure Access Charges
Property Taxes and In-Lieu Charges
Investment Income
Hydroelectric Revenue
Other Income (1)
Capital Contributions:
Capacity Charges
Water Standby Availability Charges
Contributions in Aid of CIP
Subtotal Revenue
Net Fund Withdraws
Total Revenues & Other Income

21,365
22,233
8,220
1,132,087
285,347
1,417,434

Expenditures
Water Purchases & Treatment
Stored Water Purchases
Capital Improvement Program (CIP)
Debt Service
QSA Mitigation (2)
Operating Departments
Hodges Pumped Storage
Equipment Replacement
Other Expenditures (3)
Total Uses of Funds

666,868
21,145
321,129
280,394
12,461
87,715
6,052
1,220
20,449
1,417,434

(1)

Other Income includes the BABs subsidy, grants revenues and other
miscellaneous revenues

(2)

QSA Mitigation includes QSA JPA Contributions for environmental mitigation,
and payments for Socioeconomic Mitigation Settlement

(3)

Other Expenditures include grants and other expenses

Totals may not foot due to rounding
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943,802
56,978
21,078
13,002
1,800
43,609

June 15, 2011
Attention:

Administrative and Finance Committee

Adopt the Water Authority’s rates and charges for calendar year 2012 and continue the
annual Standby Availability Charge for fiscal year 2011-2012 as currently imposed
(Action).
Purpose
To increase water and service rates and charges and to continue the Standby Availability Charge
at its current level.
Staff recommendation
a. Adopt Ordinance No. 2011-___ an ordinance of the Board of Directors of the San
Diego County Water Authority setting rates and charges for the delivery and supply of
water, use of facilities and provision of services.
b. Adopt Resolution 2011-___ a resolution of the Board of Directors of the San Diego
County Water Authority continuing the Standby Availability Charge.
Alternative
Modify the proposed rates and charges to obtain full cost recovery in the upcoming year.
Fiscal impact
The proposed water rates and charges, in combination with existing taxes, the System Capacity
Charge, the Treatment Capacity Charge, the Infrastructure Access Charge (IAC), investment
income and the Standby Availability Charge are expected to raise revenues sufficient to meet the
Water Authority’s revenue requirement and bond covenants.
Background
Under Government Code section 54984.7, as amended effective January 1, 2008, it is no longer
necessary to have a public hearing to keep the Standby Availability Charge at the same level.
However, as part of the Water Authority’s rate setting process, the Water Authority holds public
hearings before establishing or changing any of the rates or charges that it levies to solicit input
from stakeholders.
In November 2010, the voters adopted Proposition 26, an initiative measure amending provisions
of articles XIII A and XIII C of the California Constitution. The General Counsel has determined
that the measure’s amendment of article XIII C affects the Water Authority. Specifically, the
measure adds a new definition of tax applicable to local government agencies. As newly
defined, a “tax” is “any levy, charge, or exaction of any kind imposed by a local government”
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except one that falls within one of seven specific categories. One of these categories includes
charges for benefits or privileges paid by a recipient that do not exceed the reasonable costs of
providing the benefit or privilege. Another category includes charges for services or products
that do not exceed the cost of providing the service or product. The General Counsel has opined
that the Water Authority’s recommended rates and charges comply with the requirements of
Proposition 26.
On April 14, 2009, the Metropolitan Water District (MWD) went to Level 2 water supply allocation
effective July 1, 2009. As a result, MWD’s water supply allocation to the Water Authority was
reduced by approximately 13%. On April 12, 2011, the MWD Board of Directors determined that
supply allocation was no longer warranted for 2011/2012 and elected to terminate, effective April
13, 2011, implementation of the 2010/2011 Water Supply Allocation Plan (WASP) Level 2 and the
Condition 3 – Water Supply Allocation declaration. In addition, the 2011 Interim Agricultural
Water Program reductions were lifted. This action ended MWD’s longest period of water
allocations.
On April 13, 2010, MWD’s Board of Directors adopted rate and charge increases for calendar years
2011 and 2012. The adopted rate and charge schedule results in a 7.5% annual increase in revenues
in each year. Based upon MWD’s adopted rate and charge schedule, the cost of treated and
untreated water to the Water Authority will increase by 6.7% and 6.3%, respectively, in CY 2012
(excluding the impact of MWD’s fixed charges).
Previous Board Action: On May 26, 2011 the Board adopted Resolution 2011-11 setting the time
and place for the public hearing on June 23, 2011 to receive comments on the proposed rates and
charges.
Discussion
In February, staff developed a high/low rate and charge forecast to support member agency
financial planning efforts. The high/low rate and charge forecasts were based upon scenarios
varying the level of water sales, MWD rate and charge increases, and CIP expenditures. The CY
2012 recommended rates and charges are within that guidance. The Water Authority’s “All-in”
rate for treated and untreated water is increasing 7.7% and 7.5%, respectively (includes the
Customer Service and Storage Charges converted to a $/AF basis). It should be noted that the
actual cost of water will vary by member agency based upon their fixed charge allocations.
In April 2011, the Water Authority Board of Directors ended water shortage allocations and
ended calls for mandatory water use restrictions, because of significant improvements in water
supply and storage conditions. However, with water sales volumes down 38% from fiscal year
2006-2007 to fiscal year 2010-2011 due to the combination of wet/cool weather conditions,
economic conditions, and mandatory use restrictions, water sales are not expected to fully
rebound to previous levels in the near term. Due to decreased agricultural demand and because
urban water users expect to continue efficient water use practices, water sales are expected to
recover gradually over time. Current expectations are for water sales to stabilize and increase
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slightly over the next two years. Water sales projections are expected to remain below preallocation levels for some time—“the new normal.”
In response to the water supply and economic challenges facing the region, the Water Authority
has taken the following actions to mitigate CY 2012 rate and charge increases.
 Budget reductions fiscal years 12 & 13—$6.7 million in operating department budget
reductions achieved through a downsizing of staff and programs enabling the Water
Authority to more efficiently fulfill its core mission.
 CIP reprioritization – Based upon reduced sales forecasts, 14 projects representing $150
million in CIP expenditures were deferred until after the next budget cycle.
 Debt service coverage levels – The forecasted debt service coverage ratio for fiscal year
2011-2012 is below the Water Authority Board’s policy target to mitigate rate impacts.
Given the dramatic decreases in sales volumes, a short-term deviation from this policy is
not expected to have negative credit impacts.
Setting Rates and Charges:
On an annual basis, the Water Authority develops proposed rates and charges which it presents
to the Board of Directors for adoption. Each year the Water Authority undertakes the following
cost of service analysis to determine water rates and charges.
•

•

•
•

Step 1. Establish the revenue requirement—determine the total amount of revenue needed
to recover the Water Authority’s annual operating (operations and maintenance of
facilities, cost of water, treatment costs, etc.) and capital expenditures (cash and short and
long-term debt)
Step 2. Allocate the revenue requirement and offsetting non-commodity revenues (i.e.
investment income, property tax, IAC, etc) to rate categories (melded supply, melded
treatment, transportation, storage and customer service) to determine the net revenue
requirement for each rate category
Step 3. Determine rates and charges based upon the net revenue requirements, water sales
projections and other key financial management metrics (i.e. senior lien debt service
coverage, fund deposits and withdrawals)
Step 4. Allocate fixed charges (storage and customer service) to member agencies based
on specified allocation methodologies

Description of Rates and Charges:
Table 1 summarizes the Water Authority’s recommended CY 2012 rates and charges. A
description of the Water Authority’s rates and charges is provided in subsequent sections. In
addition to the Water Authority’s rates and charges shown in Table 1 on the following page, certain
MWD rates and charges are passed through to the member agencies. Table 2 on the following page,
summarizes MWD’s rates and charges that the Water Authority passes through to its member
agencies.
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Table 1 – Summary of Water Authority Rates and Charges
CY 2010
CY 2011
Water Authority Rates and Charges
Previous
Current

CY 2012
Recommended

Melded M&I Supply Rate ($/AF)
$532
$597
$638
Melded M&I Treatment Rate ($/AF)
$215
$215
$234
Transportation Rate ($/AF)
$67
$75
$85
Untreated Special Agricultural Water Rate ($/AF)
$484
$527
$560
Treated Special Agricultural Water Rate ($/AF)
$699
$742
$794
Infrastructure Access Charge
$2.02/ME2
$2.49/ME2
$2.60/ME2
Customer Service Charge
$18,000,000
$23,200,000
$26,400,000
Storage Charge
$34,000,000
$44,300,000
$54,200,000
Standby Availability Charge per parcel or acre,
$10
$10
$10
whichever is greater1
1
Fiscal Year Charge.
2
ME means meter equivalent as defined in the resolution establishing the Infrastructure Access Charge.

Table 2 – Summary of Water Authority Pass Through Rates and Charges
CY 2010
CY 2011
CY 2012
MWD Rates and Charges
Previous
Current
Adopted
Untreated Tier 2 Supply Rate $/AF1
$594
$652
$686
Interim Agricultural Water Program Untreated ($/AF)
$416
$482
$537
Interim Agricultural Water Program Treated ($/AF)
$615
$687
$765
Replenishment Water Rate Untreated ($/AF)
$366
$409
$442
Replenishment Water Rate Treated ($/AF)
$558
$601
$651
MWD Capacity Charge
$9,331,200
$9,204,480
$7,809,220
Readiness-to-Serve Charge2
$17,481,664
$18,596,491
$21,930,087
1
Agencies exceeding their Tier 1 allocation pay the MWD bundled Tier 2 Supply Rate (System Access Rate,
System Power Rate and Water Stewardship Rate) instead of the M&I Melded Supply Rate.
2
Fiscal Year Charge.

The following proposed charge is effective July 1, 2011:
Standby Availability Charge. The County Water Authority Act limits the maximum annual
Standby Availability Charge to $10 per acre or parcel, whichever is greater. Beginning before
November 6, 1996, the Water Authority has determined that the maximum annual Standby
Availability Charge should be levied on property within the Water Authority’s service area.
To provide necessary funding for the CIP, the General Manager recommends that the charge
continue at the $10 maximum for fiscal year 2011-2012. The Standby Availability Charge rate
is effective July 1, 2011. The amount of this charge has not changed since the adoption of
Proposition 218 in 1996. The justification for imposition of this charge is the same as for
when the charge was initially levied and as it was imposed before November 6, 1996.
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The following rates and charges are being proposed effective on January 1, 2012:
Melded Untreated M&I Supply Rate. The Melded Untreated Municipal and Industrial
Supply Rate will be set to recover the costs of purchasing Tier 1 water from MWD, water
purchases from IID, payments in connection with the All American and Coachella Canal
lining projects, payments to MWD under the 2003 Exchange Agreement for conveyance of
IID and Canal Lining water, and may include other costs specifically associated with the
acquisition of the IID supply source, cost recovery for supply costs previously incurred but
not charged, etc. For CY 2012, the Melded M&I Supply Rate will increase from its current
level of $597/AF to $638/AF. Table 3 shows the calculation of the Melded Untreated
Supply Rate.
Table 3 – Melded Untreated M&I Supply Rate Calculation
CY 2012
Acre-Foot Sales (A/F) (000's)
MWD Tier I
IID
Canal Water Delivery Costs
TOTAL A/F SALES
Water Purchase Cost (in Millions)
MWD Tier 1 Water Purchases & Exchange Fees
IID Water Purchases
Canal Water Purchases
Subtotal Water Purchases
Additional Costs (in Millions)
Canal Cost Differential and Operating Budget Costs
IID Socioeconomic
QSA Environmental
Groundwater Storage
Subtotal Other Costs

TOTAL SUPPLY COST
A/F RATE (Total Supply Cost /Total A/F Sales)

239.6
90.0
80.2
409.8

$201.6
44.1
0.9
$246.6

$14.6
0.0
0.0
0.4
$15.0
$261.6
$638

Melded M&I Treatment Rate. The Melded Municipal and Industrial Treatment Rate will
be set to recover the costs of treating water for the Water Authority and may include costs of
purchasing treated water from MWD, and the Levy and Olivenhain treatment plants and
may recover certain other costs associated with the delivery of treated water. For CY 2012,
the Melded M&I Treatment Rate will increase from its current level of $215/AF to
$234/AF. Table 4 shows the calculation of the Melded Treatment Rate.
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Table 4 – Melded M&I Treatment Rate Calculation
CY 2012
Acre-Foot Sales (A/F) (000's)*
MWD
Water Authority
Helix
Olivenhain
TOTAL A/F SALES

76.3
68.3
25.4
5.0
175.0

Cost (in Millions)
MWD
Water Authority
Helix
Olivenhain
TOTAL TREATMENT COSTS
A/F RATE (Total Treatment Costs/Total A/F Sales)

$17.9
18.0
3.8
1.2
$40.9
$234

* Includes SAWR treated water deliveries.

Transportation Rate. The Transportation Rate is a uniform rate set to recover capital,
operating and maintenance costs of the Water Authority’s aqueduct system including all
facilities used to physically transport the water to member agency meters. The
Transportation Rate is charged to each acre-foot of water delivered by the Water Authority
as it occurs. All users, member agencies and third-party wheelers will pay the
Transportation Rate. A separate administration fee will also be imposed to recover the
Water Authority’s cost to administer the purchase and delivery of wheeled water to member
agencies and third parties. For CY 2012, the Transportation Rate will increase from its
current level of $75/AF to $85/AF.
Water Authority’s Transitional Special Agricultural Water Program Rates. For CY
2012, the untreated agricultural water rate will increase from its current level of $527/AF to
$560/AF. The treated agricultural water rate will increase from $742/AF in CY 2011 to
$794/AF in CY 2012.
MWD’s Interim Agricultural Water Program Rates. For CY 2012, the untreated
agricultural water rate will increase from its current level of $482/AF to $537/AF. The treated
agricultural water rate will increase from $687/AF in CY 2011 to $765/AF in CY 2012.
Replenishment Rate. For CY 2012, the untreated replenishment water rate will increase
from its current level of $409/AF to $442/AF. The treated replenishment water rate will
increase from $601/AF in CY 2011 to $651/AF in CY 2012.
Infrastructure Access Charge. The Infrastructure Access Charge is imposed on member
agencies as a condition of maintaining connections to Water Authority facilities. It is
apportioned based on retail water meters within each agency. For CY 2012, the IAC will
increase from its current level of $2.49/ME to $2.60/ME.
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Customer Service Charge. The Customer Service Charge is set to recover costs that are
necessary to support the functioning of the Water Authority, to develop policies and
implement programs that benefit the region as a whole. The Customer Service Charge will
be allocated among the member agencies on the basis of each agency’s three-year rolling
average of member agency purchases from the Water Authority (excludes member agency
wheeled water). For CY 2012, the Customer Service Charge will increase from its current
level of $23.2M to $26.4M.
Storage Charge. The Storage Charge is set to recover costs associated with the Emergency
Storage Program. Because agricultural users receive a low level of Emergency Storage
Program water service, the Storage Charge is based on all non-agricultural water deliveries
and will be allocated among the member agencies using a pro rata share of each agency’s
three-year rolling average deliveries (including all users, member agencies and third-party
wheeling throughput). For CY 2012, the Storage Charge will increase from its current level
of $44.3M to $54.2M.
The following MWD rates and charges are passed on directly or allocated to the member
agencies as follows;
MWD Capacity Charge. For CY 2012, the Capacity Charge is $7,400 per cubic foot
second (cfs) of maximum daily flow requested by a MWD member agency. The Capacity
Charge is a fixed charge levied on an agency’s maximum daily flows over the three
previous fiscal years. It recovers the cost of providing peak capacity within the distribution
system, and is designed to encourage member agencies to shift demands and avoid placing
large daily peaks on the MWD system during the summer months. Daily flow measured
between May 1 and September 30 for purposes of billing the Capacity Charge will include
deliveries (except long-term seasonal storage deliveries) made by MWD to a member
agency or member agency customer including water transfers, exchanges and agricultural
deliveries. As part of a separate surface storage operating agreement to manage seasonal
peaking, the Water Authority is expected to reserve its full available capacity. The Capacity
Charge will be set at $7,809,220. The Water Authority’s Board has directed that the
Capacity Charge will be recovered proportionally based on a five-year rolling average of
member agency flows during coincident peak weeks.
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Table 5 - Calendar Year 2012 MWD Capacity Charge Allocation
(Capacity Charge)
Coincident Peak Week Deliveries (AF)1
Member Agency
Carlsbad M.W.D.
Del Mar, City of
Escondido, City of
Fallbrook P.U.D.
Helix W.D.
Lakeside W.D.
Oceanside, City of
Olivenhain M.W.D.
Otay W.D.
Padre Dam M.W.D.
Pendleton M.R.
Poway, City of
Rainbow M.W.D.
Ramona M.W.D.
Rincon Del Diablo M.W.D.
San Diego, City of
San Dieguito W.D.
Santa Fe I.D.
Sweetwater Authority
Vallecitos W.D.
Valley Center M.W.D.
Vista I.D.
Yuima M.W.D.
1
Totals
1

2

7/18/2006

8/14/2007

7/15/2008

8/25/2009

8/24/2010

5-year
average
share2

CY2012 Charge

539.3
42.9
663.9
545.5
536.0
146.3
879.6
699.7
1,184.1
458.2
2.2
336.8
970.9
215.8
251.0
4,181.8
206.2
401.8
631.1
1,592.3
271.3
164.8

565.8
36.1
823.5
562.9
558.8
95.5
915.4
700.6
1,082.8
472.9
2.3
378.6
839.1
353.2
231.0
5,176.0
122.5
296.9
566.4
1,426.1
646.5
193.7

527.3
28.0
454.5
333.9
789.6
66.3
780.1
606.5
1,016.7
499.8
2.7
365.5
616.3
254.5
204.1
5,523.8
136.2
335.3
526.4
941.7
273.7
81.2

429.3
34.1
668.7
450.8
861.7
96.1
648.1
553.1
871.0
545.8
1.4
220.3
865.7
156.9
204.1
4,932.0
67.6
187.9
443.3
520.3
1,130.4
300.2
29.5

351.9
34.9
397.9
382.5
146.4
90.4
576.3
550.3
839.2
449.7
1.9
333.8
667.8
146.0
178.8
5,178.0
39.5
145.2
455.9
994.7
172.9
121.9

3.3613% $
0.2451%
4.1897%
3.1691%
4.0282%
0.6888%
5.2913%
4.3314%
6.9545%
3.3791%
0.0146%
2.2770%
5.5146%
1.5687%
1.4887%
34.8041%
0.7966%
1.9039%
0.6174%
3.7603%
8.4745%
2.3182%
0.8232%

262,488
19,140
327,186
247,480
314,570
53,790
413,210
338,246
543,095
263,881
1,142
177,813
430,643
122,500
116,258
2,717,933
62,207
148,677
48,210
293,646
661,788
181,032
64,285

14,921.5

16,046.6

14,364.1

14,218.3

12,255.9

100.0000% $

7,809,220

Charge is allocated based on a five-year rolling average of member agency deliveries during regional peak weeks. Annual charges and totals
may not foot due to rounding.

Percentages shown are rounded. Totals may not foot.

Readiness-to-Serve Charge. MWD’s Readiness-to-Serve Charge differs from the other
MWD charges in that it is set on a fiscal year basis. The total Readiness-to-Serve Charge
will increase from its current level of $125 million to $146 million in fiscal year 2011-2012.
The Water Authority’s share is set at $34,608,890. After credits from the MWD Standby
Charge, and administrative costs, the net Water Authority share is $21,930,087. MWD’s
Readiness-to-Serve Charge will recover costs associated with standby and peak conveyance
capacity and system emergency storage capacity. The Readiness-to-Serve Charge will be
allocated among MWD member agencies on the basis of each agency’s ten-year rolling
average of firm demands (including water transfers and exchanges conveyed through system
capacity). This allocation will be revised each year. Revenues equal to the amount of
MWD Standby Charges will continue to be credited against the member agency’s
Readiness-to-Serve Charge obligation unless a change is requested by the member agency.
The Board has directed that the Water Authority’s Readiness-to-Serve Charge will be
passed through proportionally to member agencies on the basis of each agency’s ten-year
rolling average of firm demands (including water transfers and exchanges conveyed through
system capacity).
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Table 6 - Readiness-to-Serve Charge Allocation
Member Agency
Carlsbad M.W.D.
Del Mar, City of
Escondido, City of
Fallbrook P.U.D.
Helix W.D.
4
Lakeside W.D.
Oceanside, City of
Olivenhain M.W.D.
Otay W.D.
4
Padre Dam M.W.D.
Pendleton Military Reservation
Poway, City of
Rainbow M.W.D.
Ramona M.W.D.
Rincon Del Diablo M.W.D.
San Diego, City of
San Dieguito W.D.
Santa Fe I.D.
Sweetwater Authority
Vallecitos W.D.
Valley Center M.W.D.
Vista I.D.
Yuima M.W.D.
Contract Water
Totals
1

10-Year Average
Deliveries (AF)1
19,499 $
1,314
21,129
9,343
36,051
4,397
28,734
21,295
36,559
14,454
74
13,680
10,860
7,299
7,333
210,933
4,854
9,066
12,290
16,372
11,147
18,221
(1)
761
515,664 $

FY12 RTS
Charge2

Net Stand-By
Charge Credits3

1,308,679 $
88,189
1,418,077
627,057
2,419,570
295,106
1,928,488
1,429,218
2,453,664
970,083
4,967
918,136
728,871
489,874
492,156
14,156,809
325,777
608,466
824,846
1,098,810
748,133
1,222,906
(67)
51,075
34,608,890 $

(392,629) $
(24,762)
(224,141)
(283,556)
(791,767)
(168,311)
(660,274)
(415,674)
(965,047)
(536,590)
7
(284,397)
(536,791)
(400,879)
(307,035)
(4,349,149)
(162,323)
(150,682)
(423,234)
(426,616)
(682,476)
(407,470)
(85,074)
67
(12,678,803) $

FY12 RTS Net
Charge

Monthly Charge

916,050 $
63,427
1,193,936
343,501
1,627,803
126,795
1,268,214
1,013,544
1,488,617
433,493
4,974
633,739
192,080
88,995
185,121
9,807,660
163,454
457,784
401,612
672,194
65,657
815,436
(85,141)
51,142
21,930,087 $

76,338
5,286
99,495
28,625
135,650
10,566
105,685
84,462
124,051
36,124
415
52,812
16,007
7,416
15,427
817,304
13,621
38,149
33,468
56,016
5,471
67,953
(7,095)
4,262
1,827,508

10-year rolling average of firm MWD deliveries based on FY01-FY10 period and rounded to nearest acre-foot. Annual and monthly charges
are rounded to nearest dollar.

2

Effective date is July 1, 2011.
Net of $12,724,104 in standby-charge credits and $45,301 in MWD administrative fees.
4
Lakeside W.D. is allocated 23.83% of Padre Dam M.W.D's deliveries prior to January 2008. Lakeside W.D's deliveries after January 2008
are being metered seperately from Padre Dam M.W.D's deliveries.
3

After consideration of public comments at the Public Hearing on June 23, 2011, the staff recommends
that the Board adopt ordinances setting the water rates and charges for the next calendar year and
continuing the existing Standby Availability Charge.

Prepared by:
Reviewed by:
Approved by:

David G. Shank, Financial Planning Manager
Eric Sandler, Director of Finance/Treasurer
Sandra L. Kerl, Deputy General Manager

Attachments:

A: Ordinance 2011-__ (Rate Ordinance)
B: Resolution 2011-__ (Standby Availability Charge Resolution)
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Attachment A

ORDINANCE NO. 2011-

AN ORDINANCE OF THE BOARD OF DIRECTORS OF THE SAN
DIEGO COUNTY WATER AUTHORITY SETTING RATES AND
CHARGES FOR THE DELIVERY AND SUPPLY OF WATER, USE OF
FACILITIES AND PROVISION OF SERVICES
WHEREAS, Subdivision (11) of Section 5 of the County Water Authority Act provides, in
part that, the Authority's Board of Directors, "as far as practicable, shall provide each of its member
agencies with adequate supplies of water to meet their expanding and increasing needs;" and
WHEREAS, Subdivision (13) of Section 5 of the County Water Authority Act provides that
the Authority may: "Fix, revise, and collect rates or other charges for the delivery of water, use of
any facilities or property, or provision of services. In fixing rates, the Board may establish
reasonable classifications among different classes and conditions of service, but rates shall be the
same for similar classes and conditions of service." and
WHEREAS, Subdivision (j) of Section 7 of the County Water Authority Act provides in
part, that the Authority’s Board of Directors, “as far as practicable, shall fix such rate or rates for
water as will result in revenues which will pay the operating expenses of the Authority, provide for
required maintenance, and provide for the payment of the interest and principal of the bonded debt;”
and
WHEREAS, the Long-Range Financing Plan adopted by the Board of Directors
contemplates the establishment of sufficient rates and charges, when considered along with taxes
and other revenues of the Authority, to provide revenues for accomplishment of the Authority’s
purposes and programs as determined by the Board of Directors; and
WHEREAS, pursuant to the County Water Authority Act, the Board of Directors has
adopted ordinances and resolutions levying and fixing property taxes, water standby availability
charges and other rates and charges for delivery and supply of water, use of facilities and provision
of other services by the Authority, including, without limitation, a system capacity charge, water
treatment capacity charge, an infrastructure access charge, a readiness-to-serve charge and water
rates and charges; and
WHEREAS, the Board of Directors, upon recommendation of the Rate Study Subcommittee
and the Fiscal Policy Committee, enacted Ordinance 2002-03, “An Ordinance of the Board of
Directors of the San Diego County Water Authority Setting Rates and Charges for the Delivery and
Supply of Water, Use of Facilities and Provision of Services”, which established a new structure for
water rates and charges; and
WHEREAS, on May 26, 2005, the Board of Directors adopted Ordinance No. 2005-03
increasing the System Capacity Charge and establishing the Water Treatment Capacity Charge; and
WHEREAS, on May 21, 2002, the Authority filed a Notice of Exemption pursuant to the
California Environmental Quality Act (CEQA) for the project described as "Establishment of
water supply and delivery rates and charges including: Customer Service Charge, Emergency
Storage Program Charge, Transportation Rate, Supply Service Charge, Capacity Reservation
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Charge and Readiness-to-Serve Charge, and maintaining the Infrastructure Access Charge and
Standby Availability Charge" stating the project is exempt from the requirements of CEQA
pursuant to the statutory exemption of Public Resources Code Section 21080(b)(8) and stating as
the reason therefore: "Project involves establishment of water rates, tolls, fares, or other charges
for the purpose of meeting operating expenses, including employee wages and benefits;
purchasing and leasing supplies, equipment, or materials; meeting financial reserve needs and
requirements; or obtaining funds for capital projects within existing service areas."; and
WHEREAS, the adoption of this ordinance is exempt from CEQA for the same reason;
and
WHEREAS, the Authority has adopted a policy of diversifying its supplies and in
furtherance of that policy is evaluating several potential Authority programs to augment and
enhance supplies from the Metropolitan Water District, including: local ocean water
desalination, regional water treatment, and water transfers in addition to the transfer from the
Imperial Irrigation District; and
WHEREAS, these potential new supply programs are incurring capital costs for research,
development and planning, the costs of which are appropriately recovered through the Customer
Service Charge subject to reimbursement from future revenues collected through the Supply
Charge if and when a new supply is approved and implemented; and
WHEREAS, the Director of Finance has presented a report dated May 26, 2011 to the
Administrative and Finance Committee describing the proposed rates and charges to be collected
from the member agencies (the "Report"); and
WHEREAS, the Administrative and Finance Committee recommended that the proposed
rates and charges set forth in the Report be considered by the Board along with public input; and
WHEREAS, the Clerk of the Board caused a notice to be published pursuant to Section
6066 of the Government Code in newspapers of general circulation printed and published within the
Water Authority which fixed Thursday, June 23, 2011 at 9:00 a.m. or as soon thereafter as may
practicably be heard, during the Administrative and Finance Committee meeting, in the Board room
of the Water Authority, 4677 Overland Avenue, San Diego, California as the time and place for a
public hearing to consider objections and protests to the schedule of charges as proposed by
Resolution 2011-11; and
WHEREAS, the Board of Directors has considered the information contained in the
Report, the testimony and other evidence presented during the public hearing, the
recommendations of the Administrative and Finance Committee; and
WHEREAS, the Board of Directors hereby makes the following legislative findings and
determinations:
1.
2.
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The foregoing recitals are true and correct;
The rates and charges as proposed and recommended in the Report are exempt
from the requirements of the California Environmental Quality Act pursuant to
Public Resources Code Section 21080(b)(8);
-2-

3.
4.
5.

Any and all protests to the rates and charges as proposed and recommended in the
Report are overruled;
The Report is approved;
The rates and charges as proposed and recommended in the Report are
reasonable, fair, proper and necessary to meet the Authority's revenue
requirements and fund its capital, operations, maintenance and other costs.

NOW, THEREFORE, the Board of Directors of the San Diego County Water Authority
does ordain as follows:
1.
The Authority's revenues from taxes, water rates and charges consists of: ad
valorem property taxes, including payments of member agencies in lieu of taxes; a standby
availability charge levied pursuant to Section 5.2 of the County Water Authority Act, including
payments of such charges pursuant to Section 5.3 of the County Water Authority Act; an
infrastructure access charge levied pursuant to Section 5.00.050 (c) of the Administrative Code;
a capacity charge levied pursuant to Section 5.9 of the County Water Authority Act according to
Ordinance No. 2005-3; and water rates and charges having the following components as
described in this ordinance: customer service, storage, transportation, treatment and supply.
2.
Ad valorem taxes, the standby availability charge and the system and water
treatment capacity charges are not affected by this ordinance. All other water rates and charges
shall continue to be paid pursuant to existing authority until increased or adjusted as provided in
this ordinance.
3.
Commencing January 1, 2012, the amount of the Infrastructure Access Charge to
be paid monthly by each member agency of the Authority, shall be $2.60 per equivalent meter
within the territory of the member agency and determined according to Table 1 attached hereto
and made a part hereof.
4.
Effective January 1, 2012, the Customer Service Charge is fixed at $26,400,000.
Commencing January 1, 2012 the amount of the monthly Customer Service Charge to be paid by
each member agency shall be determined according to Table 2 attached hereto and made a part
hereof.
5.
Effective January 1, 2012, the Storage Charge is fixed at $54,200,000.
Commencing January 1, 2012 the amount of the monthly Storage Charge to be paid by each
member agency to the Authority for Storage as set forth in Table 3 attached hereto and made a
part hereof.
6.
Effective January 1, 2012, the Transportation Rate is fixed at $85 per acre-foot of
water delivered by the Authority through Authority facilities by all users, member agencies and
third-party wheeling customers. Member agencies shall pay the Transportation Rate in accordance
with the procedures and processes of the Administrative Code relating to billing and payment of the
Municipal and Industrial Water Rate. Third-party wheeling customers will also be subject to an
administration fee.
7.
Effective January 1, 2012, the Melded Municipal and Industrial Treatment Rate is
fixed at $234 per acre-foot.
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Table 1 - Infrastructure Access Charge Allocation
Member Agency
Carlsbad M.W.D.
Del Mar, City of
Escondido, City of
Fallbrook P.U.D.
Helix W.D.
Lakeside W.D.
Oceanside, City of
Olivenhain M.W.D.
Otay W.D.
Padre Dam M.W.D.
Pendleton Military Reservation
Poway, City of
Rainbow M.W.D.
Ramona M.W.D.
Rincon Del Diablo M.W.D.
San Diego, City of
San Dieguito W.D.
Santa Fe I.D.
Sweetwater Authority
Vallecitos W.D.
Valley Center M.W.D.
Vista I.D.
Yuima M.W.D.
Totals
1

IAC Equivalent
Monthly Rate
CY12 Annual
Meters (ME) as of
($/ME)
Charge
12/31/101
35,907
2.60 $
1,120,296
2,499
2.60
77,964
34,806
2.60
1,085,952
11,618
2.60
362,484
64,593
2.60
2,015,304
8,054
2.60
251,280
55,645
2.60
1,736,124
27,808
2.60
867,612
57,582
2.60
1,796,556
26,031
2.60
812,172
2.60
17,230
2.60
537,576
13,098
2.60
408,660
10,527
2.60
328,440
9,572
2.60
298,644
389,522
2.60
12,153,084
14,895
2.60
464,724
10,423
2.60
325,200
42,720
2.60
1,332,864
2.60
25,496
795,480
14,881
2.60
464,292
34,952
2.60
1,090,500
443
2.60
13,824
908,302
$
28,339,032

Monthly Charge
$

$

Equivalent meters rounded to nearest whole meter; annual and monthly charges rounded to nearest dollar.
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93,358
6,497
90,496
30,207
167,942
20,940
144,677
72,301
149,713
67,681
44,798
34,055
27,370
24,887
1,012,757
38,727
27,100
111,072
66,290
38,691
90,875
1,152
2,361,586

Table 2 - Customer Service Charge Allocation
Member Agency
Carlsbad M.W.D.
Del Mar, City of
Escondido, City of
Fallbrook P.U.D.
Helix W.D.
Lakeside W.D.
Oceanside, City of
Olivenhain M.W.D.
Otay W.D.
Padre Dam M.W.D.
Pendleton Military Reservation
Poway, City of
Rainbow M.W.D.
Ramona M.W.D.
Rincon Del Diablo M.W.D.
San Diego, City of
San Dieguito W.D.
Santa Fe I.D.
Sweetwater Authority
Vallecitos W.D.
Valley Center M.W.D.
Vista I.D.
Yuima M.W.D.
Contract Water
Totals
1

3-Year Average
Deliveries (AF)1
19,399
1,180
22,682
15,353
35,450
3,859
29,289
22,763
35,136
14,421
75
13,094
25,285
9,163
7,289
202,837
3,376
7,677
12,538
18,662
34,601
17,428
2,847
794
555,198

CY12 Annual Charge
$

$

922,434
56,110
1,078,543
730,044
1,685,669
183,498
1,392,710
1,082,394
1,670,738
685,727
3,566
622,628
1,202,317
435,706
346,596
9,645,023
160,531
365,046
596,189
887,389
1,645,298
828,712
135,377
37,755
26,400,000

Monthly Charge
$

$

76,870
4,676
89,879
60,837
140,472
15,292
116,059
90,200
139,228
57,144
297
51,886
100,193
36,309
28,883
803,751
13,378
30,421
49,682
73,949
137,108
69,059
11,281
3,146
2,200,000

Three-year rolling average of M&I, SAWR and agricultural MWD deliveries (excludes wheeled water) based on FY08-FY10
period. Rounded to nearest acre-foot. Annual and monthly charges are rounded to nearest dollar.
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Table 3 - Emergency Storage Charge Allocation
Member Agency

3-Year Average
Deliveries (AF)1

CY12 Annual Charge

Monthly Charge

Carlsbad M.W.D.
Del Mar, City of
Escondido, City of
Fallbrook P.U.D.
Helix W.D.
Lakeside W.D.
Oceanside, City of
Olivenhain M.W.D.
Otay W.D.
Padre Dam M.W.D.
Pendleton Military Reservation
Poway, City of
Rainbow M.W.D.
Ramona M.W.D.
Rincon Del Diablo M.W.D.
San Diego, City of
San Dieguito W.D.
Santa Fe I.D.
Sweetwater Authority
Vallecitos W.D.
Valley Center M.W.D.
Vista I.D.
Yuima M.W.D.

18,989 $
1,180
18,905
9,390
35,450
3,840
27,583
22,095
35,079
13,524
75
12,844
10,767
6,847
6,879
202,518
3,376
7,525
12,538
17,005
8,693
17,011
(116)

2,091,890 $
129,993
2,082,637
1,034,433
3,905,288
423,027
3,038,634
2,434,058
3,864,417
1,489,848
8,262
1,414,937
1,186,128
754,288
757,813
22,310,047
371,911
828,979
1,381,227
1,873,326
957,649
1,873,987
(12,779)

174,324
10,833
173,553
86,203
325,441
35,252
253,220
202,838
322,035
124,154
689
117,911
98,844
62,857
63,151
1,859,169
30,993
69,082
115,102
156,111
79,804
156,166
(1,065)

Totals

491,997

54,200,000

4,516,667

$

$

1Three-year rolling average of firm, non-agricultural MWD deliveries based on FY08-FY10 period. Rounded to the nearest
acre-foot. Annual and monthly charges are rounded to nearest dollar.
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8.
(a) Each member agency shall reimburse the Authority on a per-acre foot of water
delivered basis, except as otherwise provided in subdivisions (b) and (c), for rates, fees and
charges of the Metropolitan Water District of Southern California, the Imperial Irrigation
District, or other sources of supply that may become available to the Authority. It is the intent of
the Authority to charge the melded rate for supply representing the cost of water to the Authority
for the appropriate class of service. Effective January 1, 2012, the Melded Untreated Municipal
and Industrial Supply Rate is $638 per acre-foot to reflect the cost of the supply of untreated
municipal and industrial water to the Water Authority.
(b) Effective January 1, 2012 as part of the Supply Charge, each member agency
shall pay to the Authority a MWD Capacity Charge determined according to the method as set
forth in the to Table 4 attached hereto and made a part hereof.
(c) Effective July 1, 2011 as part of the Supply Charge, each member agency shall
pay a MWD Readiness-to-Serve Charge determined according to Table 5 attached hereto and
made a part hereof.
(d) This section shall be administered in accordance with the Report approved by
this ordinance.
9.
For the purposes of this ordinance, including the tables, the City of National City
and the South Bay Irrigation District are collectively referred to as Sweetwater Authority. Any
reference in this ordinance to Sweetwater Authority as a member agency shall be construed as a
reference to the City of National City and the South Bay Irrigation District.
10.
This ordinance shall be effective upon adoption. In lieu of publication of the text
of this ordinance, the Clerk of the Board may publish a summary prepared by the General
Counsel.
11.
The provisions of this ordinance shall prevail over any provisions of the
Administrative Code relating to rates and charges to the extent of any conflict. All existing rates
and charges shall continue in effect until adjusted as provided in this ordinance.
12.
To the greatest extent possible the provisions of this ordinance shall be construed
to be compatible with the provisions of Section 8.2 (e) of the Agreement Between the San Diego
County Water Authority and the City of San Diego for the Emergency Storage Project (Joint Use
of Lake Hodges Dam and Reservoir and of Section 8.2 (e) of the Agreement Between the San
Diego County Water Authority and the City of San Diego for the Emergency Storage Project
(Expansion of San Vicente Reservoir; however, the contract provisions shall control in the event
of a conflict).
13.
For the purposes of Section 6 of this ordinance, water delivered by the Authority
through the following turnouts is deemed not to be “water delivered by the Authority through
Authority facilities” – DeLuz 1, Fallbrook 3, Fallbrook 6, Rainbow 1, Rainbow 8, Rainbow 9
and Rainbow 10.
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Table 4 - Calendar Year 2012 MWD Capacity Charge Allocation
(Capacity Charge)
Coincident Peak Week Deliveries (AF) 1
Member Agency
Carlsbad M.W.D.
Del Mar, City of
Escondido, City of
Fallbrook P.U.D.
Helix W.D.
Lakeside W.D.
Oceanside, City of
Olivenhain M.W.D.
Otay W.D.
Padre Dam M.W.D.
Pendleton M.R.
Poway, City of
Rainbow M.W.D.
Ramona M.W.D.
Rincon Del Diablo M.W.D.
San Diego, City of
San Dieguito W.D.
Santa Fe I.D.
Sweetwater Authority
Vallecitos W.D.
Valley Center M.W.D.
Vista I.D.
Yuima M.W.D.
Totals1

7/18/2006

8/14/2007

7/15/2008

8/25/2009

8/24/2010

5-year
average
share2

539.3
42.9
663.9
545.5
536.0
146.3
879.6
699.7
1,184.1
458.2
2.2
336.8
970.9
215.8
251.0
4,181.8
206.2
401.8
631.1
1,592.3
271.3
164.8

565.8
36.1
823.5
562.9
558.8
95.5
915.4
700.6
1,082.8
472.9
2.3
378.6
839.1
353.2
231.0
5,176.0
122.5
296.9
566.4
1,426.1
646.5
193.7

527.3
28.0
454.5
333.9
789.6
66.3
780.1
606.5
1,016.7
499.8
2.7
365.5
616.3
254.5
204.1
5,523.8
136.2
335.3
526.4
941.7
273.7
81.2

429.3
34.1
668.7
450.8
861.7
96.1
648.1
553.1
871.0
545.8
1.4
220.3
865.7
156.9
204.1
4,932.0
67.6
187.9
443.3
520.3
1,130.4
300.2
29.5

351.9
34.9
397.9
382.5
146.4
90.4
576.3
550.3
839.2
449.7
1.9
333.8
667.8
146.0
178.8
5,178.0
39.5
145.2
455.9
994.7
172.9
121.9

3.3613% $
0.2451%
4.1897%
3.1691%
4.0282%
0.6888%
5.2913%
4.3314%
6.9545%
3.3791%
0.0146%
2.2770%
5.5146%
1.5687%
1.4887%
34.8041%
0.7966%
1.9039%
0.6174%
3.7603%
8.4745%
2.3182%
0.8232%

262,488
19,140
327,186
247,480
314,570
53,790
413,210
338,246
543,095
263,881
1,142
177,813
430,643
122,500
116,258
2,717,933
62,207
148,677
48,210
293,646
661,788
181,032
64,285

14,921.5

16,046.6

14,364.1

14,218.3

12,255.9

100.0000% $

7,809,220

1

Charge is allocated based on a five-year rolling average of member agency deliveries during regional peak weeks. Annual charges and totals
may not foot due to rounding.

2

Percentages shown are rounded. Totals may not foot.
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CY2012 Charge

Table 5 - Readiness-to-Serve Charge Allocation
Member Agency
Carlsbad M.W.D.
Del Mar, City of
Escondido, City of
Fallbrook P.U.D.
Helix W.D.
Lakeside W.D. 4
Oceanside, City of
Olivenhain M.W.D.
Otay W.D.
Padre Dam M.W.D. 4
Pendleton Military Reservation
Poway, City of
Rainbow M.W.D.
Ramona M.W.D.
Rincon Del Diablo M.W.D.
San Diego, City of
San Dieguito W.D.
Santa Fe I.D.
Sweetwater Authority
Vallecitos W.D.
Valley Center M.W.D.
Vista I.D.
Yuima M.W.D.
Contract Water
Totals
1

10-Year Average
1
Deliveries (AF)
19,499 $
1,314
21,129
9,343
36,051
4,397
28,734
21,295
36,559
14,454
74
13,680
10,860
7,299
7,333
210,933
4,854
9,066
12,290
16,372
11,147
18,221
(1)
761
515,664 $

FY12 RTS
2
Charge

Net Stand-By
3
Charge Credits

1,308,679 $
88,189
1,418,077
627,057
2,419,570
295,106
1,928,488
1,429,218
2,453,664
970,083
4,967
918,136
728,871
489,874
492,156
14,156,809
325,777
608,466
824,846
1,098,810
748,133
1,222,906
(67)
51,075
34,608,890 $

(392,629) $
(24,762)
(224,141)
(283,556)
(791,767)
(168,311)
(660,274)
(415,674)
(965,047)
(536,590)
7
(284,397)
(536,791)
(400,879)
(307,035)
(4,349,149)
(162,323)
(150,682)
(423,234)
(426,616)
(682,476)
(407,470)
(85,074)
67
(12,678,803) $

FY12 RTS Net
Charge

Monthly Charge

916,050 $
63,427
1,193,936
343,501
1,627,803
126,795
1,268,214
1,013,544
1,488,617
433,493
4,974
633,739
192,080
88,995
185,121
9,807,660
163,454
457,784
401,612
672,194
65,657
815,436
(85,141)
51,142
21,930,087 $

10-year rolling average of firm MWD deliveries based on FY01-FY10 period and rounded to nearest acre-foot. Annual and monthly charges
are rounded to nearest dollar.

2

Effective date is July 1, 2011.
Net of $12,724,104 in standby-charge
standby charge credits and $45,301 in MWD administrative fees
4
Lakeside W.D. is allocated 23.83% of Padre Dam M.W.D's deliveries prior to January 2008. Lakeside W.D's deliveries after January 2008
are being metered seperately from Padre Dam M.W.D's deliveries.
3
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76,338
5,286
99,495
28,625
135,650
10,566
105,685
84,462
124,051
36,124
415
52,812
16,007
7,416
15,427
817,304
13,621
38,149
33,468
56,016
5,471
67,953
(7,095)
4,262
1,827,508

PASSED, APPROVED AND ADOPTED, this 23th day of June, 2011
AYES:

Unless noted below all Directors voted aye.

NOES:
ABSTAIN:
ABSENT:

Michael T. Hogan, Chair
ATTEST:
___________________________
Richard Smith, Secretary

I, Doria F. Lore, Clerk of the Board of the San Diego County Water Authority, certify
that the vote shown above is correct and this Ordinance 2011- ______was duly adopted at the
meeting of the Board of Directors on the date stated above.

____________________________
Doria F. Lore
Clerk of the Board
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Attachment B

RESOLUTION NO. 2011-

A RESOLUTION OF THE BOARD OF DIRECTORS OF THE SAN
DIEGO COUNTY WATER AUTHORITY CONTINUING THE WATER
STANDBY AVAILABILITY CHARGE
The Board of Directors of the San Diego County Water Authority resolves as follows:
Pursuant to Government Code Section 54984.7 the Water Standby Availability Charge last
imposed by Ordinance No. 2008-04 shall continue to be levied, imposed and administered as
provided in that ordinance during fiscal year 2011-2012.

PASSED, APPROVED AND ADOPTED, this 23th day of June, 2011
AYES:

Unless noted below all Directors voted aye.

NOES:
ABSTAIN:
ABSENT:

Michael T. Hogan, Chair
ATTEST:
___________________________
Richard Smith, Secretary

I, Doria F. Lore, Clerk of the Board of the San Diego County Water Authority, certify
that the vote shown above is correct and this Resolution No. 2011- ______was duly adopted at
the meeting of the Board of Directors on the date stated above.

____________________________
Doria F. Lore
Clerk of the Board
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June 15, 2011
Attention:

Administrative and Finance Committee

Authorize the issuance of 1) Subordinate Lien Water Revenue Refunding Bonds—Series
2011S-1—to refund certain outstanding Tax-Exempt Commercial Paper; and 2) Senior Lien
Water Revenue Refunding Bonds—Series 2011A to refund certain outstanding long-term
debt to yield debt service savings. (Action)
Staff recommendations
(1) Adopt a resolution authorizing the issuance of Subordinate Lien Water Revenue
Refunding Bonds, Series 2011S-1, in an aggregate principal amount not to exceed $100
million for the purpose of refunding $100 million in outstanding tax-exempt commercial
paper; authorize a negotiated method of sale for the issuance; and approve the
selection of firms to serve as the underwriting team.
(2) Adopt a resolution authorizing the issuance of Senior Lien Water Revenue Refunding
Bonds, Series 2011A, for the purpose of refunding certain existing long-term debt; and
authorize the Director of Finance to determine the method of sale for the issuance
closer to the pricing date.
(3) Approve the forms of financing documents for both refunding bond issuances, including
the Preliminary Official Statements for the 2011S-1 Bonds and the Series 2011A Bonds.
Alternative
The Board may choose not to approve the issuance of either the Series 2011S-1 or the Series
2011A Bonds and request staff to develop an alternative financing strategy.
Fiscal impact
This Action does not increase the amount of debt currently outstanding. Funds for the payment of
debt service on both series of refunding bonds have been included in the General Manager’s
Recommended, multi-year budget for FYs 2012 and 2013. Interest rates at the time of issuance will
determine the level of cash flow and present value cost savings realized by the Series 2011A Bonds.
The recommended action will impact the Customer Service, Storage, Supply, Treatment and
Transportation rate categories and the Infrastructure Access Charge.
Background
As described in the Long-Range Financing Plan, the Water Authority funds its Capital
Improvement Program (CIP) with a combination of long-term fixed rate debt, variable rate debt
and available cash. As of June 30, 2010, outstanding debt consists of $1.99 billion in long-term
debt (Certificates of Participation and Revenue Bonds) and $460 million in variable rate debt
(Tax-Exempt Commercial Paper (TECP)).

Page 164 of 563

Administrative and Finance Committee
June 15, 2011
Page 2 of 6
Due to the expiration of tax-exempt commercial paper liquidity facilities in 2011, staff and the
Water Authority’s financial advisor reviewed the existing variable rate debt strategy and updated
it to reflect the current state of the capital markets. In March 2011, the Board approved a variable
rate debt strategy that called for the restructuring of $460 million in TECP—which included the
maintenance of $360 million in TECP supported by liquidity facilities provided by four banks,
the replacement of expiring liquidity facilities, and the issuance of $100 million in subordinate
fixed-rate notes with a term of three to six years, depending on market conditions.
The March action authorized the negotiation and execution of replacement liquidity facilities.
Over the past several months, staff has negotiated $250 million in replacement liquidity facilities
with Barclays Capital, Citibank, and Wells Fargo Bank and renegotiated lower-cost pricing terms
on the $110 million liquidity facility with Bayerische Landesbank (BLB). Staff expects to execute
all final documents for these facilities by the end of June 2011.
In March, staff advised it would return to the Board in June 2011 seeking authorization for the
issuance of the fixed-rate notes, which is the purpose of this memo. Since that time interest rates
on municipal debt have decreased to the point where the Water Authority may refund certain
outstanding long-term debt to achieve a significant level of present value savings consistent with
the Water Authority’s debt policy. As a result, this memo also requests authorization to issue
bonds for the purpose of refinancing existing long-term, fixed-rate debt.
Previous Board Action
March 24, 2011, the Board approved the recommended variable rate debt management strategy,
the selection of three liquidity facility providers and amendments to the BLB Liquidity Facility
Agreement.
Discussion
The Water Authority’s Debt Management Policy (the “Policy”) guides all aspects of the debt
issuance process including the choice of method of sale and the selection of underwriters to
assist in the bond issuance process. The two separate debt transactions before the Board strictly
adhere to the Policy. The Series 2011S-1 and Series 2011A transactions are discussed below.
2011 Subordinate Lien Water Revenue Refunding Bonds (Series 2011S-1)
As discussed in March, the subordinate lien fixed-rate notes will replace $100 million of the
outstanding TECP. The fixed rate notes will be secured on the subordinate lien, on parity with the
TECP. The five-year maturity is desirable from an economic and budgeting perspective. With
respect to economics, investor demand is currently extremely strong for five-year maturities, as
reflected by the five-year MMD yield currently exhibiting the most favorable ratio to Treasuries of
any maturity along the yield curve. However, to provide some additional flexibility in the
structuring of the notes the maximum approved maturity will be August 2017, which has the
potential to extend the notes maturity to six-years. Upon maturity it is anticipated that the notes
would be re-marketed.
Placing the bonds in this maturity range is expected to provide a low cost of funds and will diversify
the Water Authority’s renewal/rollover risk when taking into account the expiration of the new and
existing liquidity facilities (which expire in two and three years). From a budgetary perspective, the
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fixed rate will provide a higher degree of stability in the $460 million subordinate-lien debt
portfolio’s cost of funds over the next five years.
Method of Sale
The recommended method of sale for the 2011S-1 Bonds is negotiated. Although the transaction is
a relatively straightforward structure, this will be the Water Authority’s first public issuance secured
by the subordinate lien and will likely require an intensive investor marketing process to ensure the
investor base is comfortable with the security features of the subordinate lien (the commercial paper
has been secured by third-party bank liquidity and hasn’t been rated on the stand alone subordinate
lien basis). Therefore, to achieve the lowest cost of funds, staff and the financial advisor
recommend utilizing the negotiated method of sale to involve the underwriters early in the process
so that significant pre-marketing activities can be undertaken. Close attention will be paid to the
pricing of the bonds and the pricing of comparable transactions to ensure the Water Authority
secures the lowest cost of funds possible.
Selection of Underwriters
The Policy calls for the Finance Director to maintain a pool of qualified underwriters (the
“Pool”) to support any negotiated transactions. Pursuant to Policy guidelines and a competitive
process, on November 12, 2009, the Board approved the selection of a three-year, pre-approved
underwriting pool. The Pool includes Bank of America/Merrill Lynch; Barclays Capital;
Citigroup; Goldman Sachs; Jefferies & Company; J.P. Morgan; Morgan Stanley; and Stone &
Youngberg. Since its formation in 2007, the Pool has served as an effective resource to help
staff effectively manage the debt portfolio in a disruptive and volatile market.
On April 25th, a Request for Proposals (RFP) was issued to the Pool to solicit input on capital
market conditions, demand for a five-year note, pricing information and investor marketing
strategies. Based upon their response to the RFP, staff and its financial advisor are recommending
that Morgan Stanley and Citigroup be selected to underwrite this transaction.
Maximum Authorized Issuance Amount
The maximum issue size of $100 million is a not-to-exceed number as specified in the authorizing
resolution (Attachment A). The note combined with the outstanding $360 million of TECP make
up the $460 million subordinate-lien debt portfolio.
Costs of Issuance
Costs of issuance includes the underwriters’ discount, professional fees for bond counsel and
financial advisors, and other costs such as credit rating agency charges, printer charges and the cost
of pre-sale marketing such as an internet road show and one-on-one investor meetings. The cost of
issuance is estimated to be approximately $685,000 which includes $350,000 for underwriter fees.
Since the underwriter fees are negotiable, as we draw nearer to the bond sale date, staff and its
financial advisors will work with the banks to negotiate the lowest fees for the Water Authority
given prevailing market conditions. The final cost of issuance will be presented to the Board
with the results of the sale. The cost of issuance will be funded out of the proceeds of the notes.
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2011 Water Revenue Refunding Bonds (Series 2011A)
On June 5, 2002, the Water Authority issued $300 million of Water Revenue Certificates of
Participation, Series 2002A. As of June 1, 2011, $236.75 million of the original principal amount
remains outstanding. Based on the current market rates, the Water Authority can recognize
significant present value savings from refunding approximately $85 million of the Series 2002A
certificates. Refunding the 5/1/2015 through 5/1/2023 maturities currently generates present value
savings of approximately $6.2 million, or 7.4 percent of refunded par on a pre-transferred proceedsadjusted basis. On an annual basis the refunding is expected to save the Water Authority between
$400,000 and $900,000 per year through 2023, based on the current selection of refunded
maturities. Factoring in the negative impact of transferred proceeds penalty, the present value
savings amount declines to $5.47 million or 6.46 percent of refunded par, still a significant savings
and is in line with the Policy. While only $85 million of the Series 2002A certificates are currently
eligible for refunding based upon the Policy, with a volatile interest rate environment, it is possible
that at the time of pricing more certificates will be eligible increasing the size of the transaction.
Method of Sale
Because of the recent high level of volatility in the capital markets, staff is recommending that the
choice of the method of sale for the Series 2011A Bonds be made closer to the pricing date and that
the authority to select the method of sale be delegated to the Director of Finance. Maintaining this
flexibility will help ensure that the savings on the refunding is maximized and that the Water
Authority is able to respond to any unexpected changes in capital market conditions.
Maximum Authorized Issuance Amount
The maximum size of the refunding is $270 million, which is the not-to-exceed amount specified in
the authorizing resolution (Attachment B). The maximum amount is set based upon the potential
for changes in the interest rates to increase the number of certificates eligible for refunding under
the Policy. While a refunding of this size this is very unlikely it does provide the Water Authority
the ability to optimize the refunding amount at the time of pricing.
Costs of Issuance
Costs of issuance includes the underwriters’ discount, professional fees for bond counsel and
financial advisors, and other costs such as credit rating agency charges, printer charges and the cost
of pre-sale marketing such as an internet road show and one-on-one investor meetings. The cost of
issuance is estimated to be approximately $282,000, which excludes underwriter fees. The
underwriter fees will either be negotiable as we draw nearer to the bond sale or included as part
of the competitive bid for the bonds. The cost of issuance will be funded out of refunding bond
proceeds.
Next Steps
Pre-Sale Marketing
Effective pre-marketing can increase demand for the bonds and help achieve the lowest possible
interest rates. Because of the nuances associated with the Series 2011S-1 Bonds, the underwriting
team will be tapping into its large network of both institutional and retail investors. Each firm will
market the issue to its respective investor bases, with the goal of maximizing the demand for the
bonds. In accordance with the Investor Relations Marketing Plan provided to the Board, the
issuance schedule includes a comprehensive pre-sale marketing effort. A formal electronic investor
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road show is expected as well as Q&A calls with investors, if requested. The Water Authority’s
strong credit is expected to attract a range of institutional and retail investors.
Credit Ratings
Currently, the Water Authority only maintains ratings on its senior lien (i.e., its Revenue Bonds).
Because the 2011S-1 Bonds are on a subordinate lien level, the Water Authority will be seeking a
credit rating for this lien level from all three credit rating agencies. Because the Water Authority’s
current senior lien ratings are strong—AA+ (S&P), AA+ (Fitch) and Aa2 (Moody’s) – the
subordinate lien rating is expected to be only one notch lower and still at the double-A level. In
addition, the Water Authority will be seeking a rating for the Series 2011A Bonds. The rating
agency presentation for these transactions is scheduled for late June.
Timing of Sale and Pricing
During the actual bond pricings, the Water Authority will work very closely with its financial
advisors to assure that they obtain the most favorable pricing terms from the underwriters given
prevailing market conditions. One week prior to pricing, through the pre-marketing period and up
until the end of pricing, the financial advisors will conduct independent research to ensure the Water
Authority achieves the most favorable pricing terms. Comparable transactions, market dynamics,
conversations with underwriters and investors, and secondary market trading information will
provide the financial advisors with the relevant information to give the Water Authority a strong
recommendation as to suggested pricing levels. Based upon the current schedule, the pricing and
sale of the Series 2011S-1 Bonds will occur in early July followed by the Series 2011A Bonds later
that month.
Documents to be Approved
Issuance of the Series 2011S-1 and 2011A refunding bonds requires Board approval of various
resolutions and documents described below. The Preliminary Official Statements and authorizing
resolutions are provided as attachments to this memorandum. Other documents are on file with the
Clerk of the Board for review.
Authorizing Resolutions (Attachment A and B) - Approves the Series 2011S-1 and 2011A
Bond issuance subject to certain conditions, approves the form of the documents discussed
below, and delegates to Water Authority officers the authority to finalize, execute and deliver
the documents and to do any and all things necessary to complete the transaction.
Preliminary Official Statements (Attachment C and D) - As the primary disclosure documents
for the transactions, the POSs contain information necessary for investors to make informed
buying decisions regarding the Series 2011S-1 and 2011A Bonds. It contains information on
the debt issue, Water Authority water supplies, operations, CIP, finances, and the regional
economy.
Other Financing Documents (On file with the Clerk of the Board):
•
•

The Indentures provide for the issuance of the 2011S-1 and Series 2011A Bonds.
The Continuing Disclosure Agreements prescribe the ongoing information disclosure
responsibilities of the Water Authority.
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•
•
•

The Escrow Agreement provides for an escrow to refund currently outstanding Water
Authority debt.
The Contracts of Purchase provide for the sale of the 2011S-1 Bonds and the 2011A
Bonds (if the 2011A Bonds are sold by negotiated sale).
The Official Notice of Sale and Notice of Intention to Sell provides for the sale of the
2011A Bonds (if the 2011A Bonds are sold by competitive sale).

Summary
Approval of the recommended actions position the Water Authority staff and its financing team to
move forward with the issuance of the Series 2011S-1 and Series 2011A Bonds. After the Bonds
are priced and issued, staff will report back to the Board with results at the next scheduled meeting.
Prepared by:
Reviewed by:
Approved by:

David Shank, Financial Planning Manager
Eric Sandler, Director of Finance/Treasurer
Sandra L. Kerl, Deputy General Manager

Attachment A – Authorizing Resolution for the Subordinate Lien Water Revenue Refunding Bonds,
Series 2011S-1
Attachment B – Authorizing Resolution for the Water Revenue Refunding Bonds, Series 2011A
Attachment C – Form of Preliminary Official Statement – Subordinate Lien Water Revenue
Refunding Bonds, Series 2011S-1
Attachment D – Form of Preliminary Official Statement – Water Revenue Refunding Bonds, Series
2011A
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Attachment A

RESOLUTION NO. 2011-___
A RESOLUTION OF THE BOARD OF DIRECTORS OF THE SAN
DIEGO COUNTY WATER AUTHORITY AUTHORIZING THE
ISSUANCE OF SUBORDINATE LIEN WATER REVENUE
REFUNDING BONDS, THE EXECUTION AND DELIVERY OF
AN INDENTURE, A CONTRACT OF PURCHASE, A
CONTINUING DISCLOSURE AGREEMENT AND AN OFFICIAL
STATEMENT AND APPROVING THE DISTRIBUTION OF A
PRELIMINARY OFFICIAL STATEMENT, AND RELATED
ACTIONS
WHEREAS, the San Diego County Water Authority, a county water authority
duly organized and existing under and pursuant to the Constitution and laws of the State of
California (the “Water Authority”), is authorized under provisions of the Constitution and laws
of the State of California, and in accordance therewith, to incur indebtedness through the
issuance of short-term revenue certificates and to refund such certificates through the issuance of
refunding revenue bonds; and
WHEREAS, the Board of Directors of the Water Authority (the “Board”)
adopted, on May 11, 1989 and amended on December 11, 1997 and December 17, 2009,
Resolution No. 89-21 of the Water Authority providing for the allocation of water system
revenues and establishing covenants to secure the payment of obligations payable from the net
water revenues (the “General Resolution”); and
WHEREAS, the Board has previously authorized the issuance, from time to time,
of San Diego County Water Authority Commercial Paper Notes, Series 2 (the “Series 2 Notes”),
up to $100,000,000 in aggregate principal amount of which are expected to remain outstanding
as of June 29, 2011; and
WHEREAS, the Water Authority has determined to refund the outstanding
Series 2 Notes through the issuance and sale of water revenue refunding bonds to be designated
“San Diego County Water Authority Subordinate Lien Water Revenue Refunding Bonds, Series
2011S-1” (the “Bonds”); and
WHEREAS, there have been presented to this meeting and placed on file with the
Clerk of the Board of the Water Authority the following documents:
(1)

A form of indenture (the “Form of Indenture”);

(2)

A form of contract of purchase (the “Form of Contract of Purchase”);

(3)

A form of continuing disclosure agreement (the “Form of Continuing
Disclosure Agreement”); and

(4)

A form of official statement (the “Form of Official Statement”).
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WHEREAS, all acts, conditions and things required by the Constitution and laws
of the State of California to exist, to have happened and to have been performed precedent to and
in connection with the making of the agreements and the consummation of the financing
authorized by this resolution do exist, have happened and have been performed in regular and
due time, form and manner, and the Water Authority is duly authorized and empowered,
pursuant to each and every requirement of law, to consummate such financing as provided in this
resolution.
NOW, THEREFORE, THE BOARD OF DIRECTORS OF THE SAN DIEGO
COUNTY WATER AUTHORITY RESOLVES AS FOLLOWS:
Section 1. The statements, findings, and determinations set forth above and in the
preambles of the documents approved by this resolution are true and correct.
Section 2. Subject to Section 8 of this resolution, the issuance of the Bonds for
the purpose of refunding the outstanding Series 2 Notes, including funding costs of issuance and
related fees and expenses, is hereby approved.
Section 3.
The Form of Indenture is hereby approved. Subject to Section 8 of
this resolution, the Chair of this Board, the General Manager of the Water Authority and the
Director of Finance/Treasurer of the Water Authority (each, an “Authorized Officer”) are each,
acting individually, hereby authorized and directed, on behalf of the Water Authority, to execute
and deliver an Indenture in substantially the approved form, with such changes, as the
Authorized Officer executing such document may, with the concurrence of the General Counsel
of the Water Authority, require or approve, such approval to be conclusively evidenced by the
execution and delivery thereof.
Section 4.
The Form of Contract of Purchase is hereby approved. Subject to
Section 8 of this resolution, the Authorized Officers are each, acting individually, hereby
authorized and directed, for and in the name and on behalf of the Water Authority, to execute
and deliver to Morgan Stanley & Co. LLC, Citigroup Global Markets, Inc., and such additional
underwriters, if any, as shall be designated by the Director of Finance/Treasurer of the Water
Authority from the Water Authority’s approved underwriter pool, a Contract of Purchase in
substantially the approved form, with such changes as the Authorized Officer executing such
document may, with the concurrence of the General Counsel of the Water Authority, require or
approve, such approval to be conclusively evidenced by the execution and delivery thereof.
Section 5.
The Form of Continuing Disclosure Agreement is hereby
approved. Subject to Section 8 of this resolution, the Authorized Officers are each, acting
individually, hereby authorized and directed, on behalf of the Water Authority, to execute and
deliver a Continuing Disclosure Agreement in substantially the approved form, with such
changes therein as such Authorized Officer executing such document may, with the concurrence
of the General Counsel of the Water Authority, require or approve, such approval to be
conclusively evidenced by the execution and delivery thereof.
The Form of Official Statement is hereby approved. The
Section 6.
Authorized Officers are each, acting individually, hereby authorized and directed, on behalf of
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the Water Authority, and with the concurrence of the General Counsel of the Water Authority, to
approve the distribution of a Preliminary Official Statement in substantially such form and to
certify that such Preliminary Official Statement is, as of its date, “deemed final” by the Water
Authority for purposes of Rule 15c2-12 of the Securities and Exchange Commission. The
Authorized Officers are hereby authorized and directed, on behalf of the Water Authority, to
cause to be prepared and to execute and deliver to the purchasers of the Bonds an Official
Statement for the Bonds in substantially the form of the Preliminary Official Statement, with
such changes as such officers may, with the concurrence of the General Counsel of the Water
Authority, require or approve, such approval to be conclusively evidenced by the execution and
delivery thereof, to authorize the distribution of said Official Statement and to certify that said
Official Statement is, as of its date, “final and complete” for purposes of Rule 15c2-12 of the
Securities and Exchange Commission.
Section 7.
The Secretary of the Board of Directors of the Water Authority or
the Clerk of this Board are hereby authorized and directed to attest the signatures of such
Authorized Officers as may be required or appropriate in connection with the issuance of the
Bonds and the execution and delivery of the Indenture, the Contract of Purchase and the
Continuing Disclosure Agreement.
The authorization of the issuance of the Bonds and the execution
Section 8.
and delivery of the Indenture, the Contract of Purchase and the Continuing Disclosure
Agreement set forth in Sections 2, 3, 4 and 5 of this resolution is subject to the following
conditions precedent:
(1)

The Bonds shall have a final maturity date not later than August 1, 2017;

(2)

The Bonds shall be issued in an aggregate principal amount not to exceed

$100,000,000;
(3)
The underwriters’ discount in the Contract of Purchase shall not exceed
$3.75 per $1,000 of the aggregate principal amount of the Bonds; and
(4)

The true interest cost of the Bonds shall not exceed 6% per annum.

The Authorized Officers are hereby authorized and directed,
Section 9.
jointly and severally, to do any and all things and to execute and deliver any and all documents
which they may deem necessary or advisable in order to consummate the sale and issuance of the
Bonds and otherwise to carry out, give effect to and comply with the terms and intent of this
resolution, the Indenture, the Contract of Purchase and the Continuing Disclosure Agreement.
Such actions heretofore taken by such Authorized Officers are hereby ratified, confirmed, and
approved.
Section 10. The authority of the Authorized Officers and the General Counsel
of the Water Authority, Secretary of the Water Authority and Clerk of this Board under this
resolution may be delegated as provided in the Administrative Code of the Water Authority.
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Section 11.

This resolution shall take effect immediately upon its passage.

PASSED, APPROVED AND ADOPTED, this 23rd day of June, 2011.
AYES:

Unless noted below all Directors voted aye.

NOES:
ABSTAIN:
ABSENT:

Michael T. Hogan, Chair

ATTEST:
Richard K. Smith, Secretary
I, Doria F. Lore, Clerk of the Board of the San Diego County Water
Authority, certify that the vote shown above is correct and this Resolution No. 2011-____ was duly
adopted at the meeting of the Board of Directors on the date stated above.
____________________________________
Doria F. Lore, Clerk of the Board
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Attachment B

RESOLUTION NO. 2011-___
A RESOLUTION OF THE BOARD OF DIRECTORS OF THE SAN
DIEGO COUNTY WATER AUTHORITY AUTHORIZING THE
ISSUANCE OF WATER REVENUE REFUNDING BONDS, THE
EXECUTION AND DELIVERY OF AN INDENTURE, AN
ESCROW AGREEMENT, A CONTINUING DISCLOSURE
AGREEMENT AND AN OFFICIAL STATEMENT, APPROVING
THE DISTRIBUTION OF A PRELIMINARY OFFICIAL
STATEMENT AND DIRECTING THE COMPETITIVE SALE OF
SUCH BONDS, AND RELATED ACTIONS
WHEREAS, the San Diego County Water Authority, a county water authority
duly organized and existing under and pursuant to the Constitution and laws of the State of
California (the “Water Authority”), is authorized under provisions of the Constitution and laws
of the State of California, and in accordance therewith, to purchase real and personal property as
the Water Authority may determine to be necessary and proper, to make installment sale
payments therefore and to refund its installment sale payment obligation through the issuance of
refunding revenue bonds; and
WHEREAS, the Board of Directors of the Water Authority (the “Board”)
adopted, on May 11, 1989 and amended on December 11, 1997 and December 17, 2009,
Resolution No. 89-21 of the Water Authority providing for the allocation of water system
revenues and establishing covenants to secure the payment of obligations payable from the net
water revenues (the “General Resolution”); and
WHEREAS, the Water Authority has entered into that certain 2002 Installment
Sale Agreement, dated as of May 1, 2002 (the “2002 Installment Sale Agreement”), with the San
Diego County Water Authority Financing Corporation, and the Water Authority may now be
able to achieve significant debt service savings through a refunding of a portion of the
installment sale payments payable by the Water Authority under the 2002 Installment Sale
Agreements (the “2002 Installment Sale Payments”); and
WHEREAS, the Water Authority has determined to refund a portion of the
outstanding 2002 Installment Sale Payments through the issuance and sale of water revenue
refunding bonds to be designated “San Diego County Water Authority Water Revenue
Refunding Bonds, Series 2011A” (the “Bonds”); and
WHEREAS, there have been presented to this meeting and placed on file with the
Clerk of the Board of the Water Authority the following documents:
(1)

A form of indenture (the “Form of Indenture”);

(2)

A form of escrow agreement (the “Form of Escrow Agreement”);

(3)

A form of continuing disclosure agreement (the “Form of Continuing
Disclosure Agreement”);
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(4)

A form of official statement (the “Form of Official Statement”);

(5)

A form of notice of intention to sell (the “Form of Notice of Intention to
Sell”); and

(6)

A form of official notice of sale (the “Form of Official Notice of Sale”).

WHEREAS, all acts, conditions and things required by the Constitution and laws
of the State of California to exist, to have happened and to have been performed precedent to and
in connection with the making of the agreements and the consummation of the financing
authorized by this resolution do exist, have happened and have been performed in regular and
due time, form and manner, and the Water Authority is duly authorized and empowered,
pursuant to each and every requirement of law, to consummate such financing as provided in this
resolution.
NOW, THEREFORE, THE BOARD OF DIRECTORS OF THE SAN DIEGO
COUNTY WATER AUTHORITY RESOLVES AS FOLLOWS:
Section 1. The statements, findings, and determinations set forth above and in the
preambles of the documents approved by this resolution are true and correct.
Section 2. Subject to Section 8 of this resolution, the issuance of the Bonds for
the purpose of refunding 2002 Installment Sale Payments, including funding costs of issuance
and related fees and expenses, is hereby approved.
The Form of Indenture is hereby approved. Subject to Section 9
Section 3.
of this resolution, the Chair of this Board, the General Manager of the Water Authority and the
Director of Finance/Treasurer of the Water Authority (each, an “Authorized Officer”) are each,
acting individually, hereby authorized and directed, on behalf of the Water Authority, to execute
and deliver an Indenture in substantially approved form, with such changes, as the Authorized
Officer executing such document may, with the concurrence of the General Counsel of the Water
Authority, require or approve, such approval to be conclusively evidenced by the execution and
delivery thereof.
Section 4.
The Form of Escrow Agreement is hereby approved. Subject to
Section 9 of this resolution, the Authorized Officers are each, acting individually, hereby
authorized and directed, for and in the name and on behalf of the Water Authority, to execute
and deliver an Escrow Agreement in substantially the approved form, with such changes as the
Authorized Officer executing such documents may, with the concurrence of the General Counsel
of the Water Authority, require or approve, such approval to be conclusively evidenced by the
execution and delivery thereof.
The Form of Continuing Disclosure Agreement is hereby
Section 5.
approved. Subject to Section 9 of this resolution, the Authorized Officers are each, acting
individually, hereby authorized and directed, on behalf of the Water Authority, to execute and
deliver a Continuing Disclosure Agreement in substantially the approved form, with such
changes therein as the Authorized Officer executing such document may, with the concurrence
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of the General Counsel of the Water Authority, require or approve, such approval to be
conclusively evidenced by the execution and delivery thereof.
Section 6.
The Form of Official Statement is hereby approved. The
Authorized Officers are each, acting individually, hereby authorized and directed, on behalf of
the Water Authority, and with the concurrence of the General Counsel of the Water Authority, to
approve the distribution of a Preliminary Official Statement in substantially such form and to
certify that such Preliminary Official Statement is, as of its date, “deemed final” by the Water
Authority for purposes of Rule 15c2-12 of the Securities and Exchange Commission. The
Authorized Officers are hereby authorized and directed, on behalf of the Water Authority, to
cause to be prepared and to execute and deliver to the purchasers of the Bonds an Official
Statement for the Bonds in substantially the form of the Preliminary Official Statement, with
such changes as such officers may, with the concurrence of the General Counsel of the Water
Authority, require or approve, such approval to be conclusively evidenced by the execution and
delivery thereof, to authorize the distribution of said Official Statement and to certify that said
Official Statement is, as of its date, “final and complete” for purposes of Rule 15c2-12 of the
Securities and Exchange Commission.
The Secretary of the Board of Directors of the Water Authority or
Section 7.
the Clerk of this Board are hereby authorized and directed to attest the signatures of such
Authorized Officers as may be required or appropriate in connection with the issuance of the
Bonds and the execution and delivery of the Indenture, the Escrow Agreement and the
Continuing Disclosure Agreement.
Section 8.
This Board hereby authorizes the competitive sale of the Bonds on
the date and at the hour and place of sale and in the manner specified in the Official Notice of
Sale (described in this section). The Form of Notice of Intention to Sell is hereby approved and
adopted as the notice of intention to sell the Bonds, and this Board hereby authorizes the
publication of such Notice of Intention to Sell, with such changes as any of the Authorized
Officers, with the concurrence of the General Counsel of the Water Authority, may approve,
once at least ten (10) days before the date of sale in The Bond Buyer and in a newspaper of
general circulation in the County of San Diego. The Form of Official Notice of Sale is hereby
approved and adopted as the official notice of sale of the Bonds, and each of the Authorized
Officers, acting individually, is hereby authorized and directed to cause to be posted on the
internet and mailed to prospective bidders for the Bonds copies of such Official Notice of Sale,
with such changes as such officer, with the concurrence of the General Counsel of the Water
Authority, may approve. Each of the Authorized Officers, acting individually, is hereby
authorized to accept the best responsive bid for the Bonds, so long as such bid is consistent with
the Official Notice of Sale, or to reject all bids.
Section 9.
The authorization of the issuance of the Bonds and the issuance of
the Bonds and the execution and delivery of the Indenture, the Escrow Agreement and the
Continuing Disclosure Agreement set forth in Sections 2, 3, 4 and 5 of this resolution is subject
to the following conditions precedent:
(1)
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The Bonds shall have a final maturity date not later than May 1, 2032;
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(2)

The Bonds shall be issued in an aggregate principal amount not to exceed
$270,000,000;

(3)

The true interest cost of the Bonds shall not exceed 6% per annum; and

(4)

The net debt service savings with respect to any 2002 Installment Sale
Payments to be refunded realized by the Water Authority on a present
value basis shall be consistent with the Water Authority’s refunding
criteria contained in the Water Authority’s debt management policy
(including any determination by the Director of Finance/Treasurer to
include individual refunding candidates that are above or below the target
savings specified in the refunding criteria in order to optimize policy
and/or financial objectives) as determined by the Authorized Officer
authorizing the sale of the Bonds.

Section 10. The particular 2002 Installment Sale Payments to be refunded shall
be as determined to be in the best interest of the Water Authority by the officer or officers of the
Water Authority executing and delivering the Indenture, such determination to be conclusively
evidenced by the execution delivery of the Indenture.
Section 11. The Authorized Officers are each, acting individually, hereby
authorized, upon a determination by such officer that, based upon prevailing market conditions, a
negotiated sale of the Bonds is in the best interest of the Water Authority, enter into a contract of
purchase for the Bonds with underwriters designated by the Director of Finance/Treasurer of the
Water Authority from the Water Authority’s underwriter pool, in substantially the form of the
contract of purchase for the San Diego County Water Authority Subordinate Lien Water
Revenue Refunding Bonds, Series 2011S-1 (provided, the underwriters’ discount shall not
exceed $5.00 per $1,000 of the aggregate principal amount of the Bonds), with such changes as
the Authorized Officer executing such document may, with the concurrence of the General
Counsel of the Water Authority, require or approve, such approval to be conclusively evidenced
by the execution and delivery of such contract of purchase.
Section 12. The Authorized Officers are hereby authorized and directed,
jointly and severally, to do any and all things and to execute and deliver any and all documents
which they may deem necessary or advisable in order to consummate the sale and issuance of the
Bonds and otherwise to carry out, give effect to and comply with the terms and intent of this
resolution, the Indenture, the Escrow Agreement, the Continuing Disclosure Agreement and the
Official Notice of Sale. Such actions heretofore taken by such Authorized Officers are hereby
ratified, confirmed, and approved.
Section 13. The authority of the Authorized Officers and the General Counsel
of the Water Authority, Secretary of the Water Authority and Clerk of this Board under this
resolution may be delegated as provided in the Administrative Code of the Water Authority.
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Section 14.

This resolution shall take effect immediately upon its passage.

PASSED, APPROVED AND ADOPTED, this 23rd day of June, 2011.
AYES:

Unless noted below all Directors voted aye.

NOES:
ABSTAIN:
ABSENT:

Michael T. Hogan, Chair

ATTEST:
Richard K. Smith, Secretary
I, Doria F. Lore, Clerk of the Board of the San Diego County Water
Authority, certify that the vote shown above is correct and this Resolution No. 2011-____ was duly
adopted at the meeting of the Board of Directors on the date stated above.
____________________________________
Doria F. Lore, Clerk of the Board
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Attachment C

PRELIMINARY OFFICIAL STATEMENT DATED JUNE __, 2011
NEW ISSUE – FULL BOOK-ENTRY

Ratings:
S&P:
“___”
Moody’s:
“___”
Fitch:
“___”
See RATINGS

[DAC logo]

In the opinion of Orrick, Herrington & Sutcliffe LLP, Bond Counsel to the Water Authority, based upon an analysis of existing laws, regulations, rulings and court decisions,
and assuming, among other matters, the accuracy of certain representations and compliance with certain covenants, interest on the 2011S-1 Bonds is excluded from gross
income for federal income tax purposes under Section 103 of the Internal Revenue Code of 1986 and is exempt from the State of California personal income taxes. In the further
opinion of Bond Counsel, interest on the 2011S-1 Bonds is not a specific preference item for purposes of the federal individual or corporate alternative minimum taxes, although
Bond Counsel observes that such interest is included in adjusted current earnings when calculating corporate alternative minimum taxable income. Bond Counsel expresses no
opinion regarding any other tax consequences related to the ownership or disposition of, or the accrual or receipt of interest on, the 2011S-1 Bonds.

[Water Authority Logo]

$______________*
San Diego County Water Authority
Subordinate Lien Water Revenue
Refunding Bonds, Series 2011S-1

Dated: Date of Delivery

Due: As shown below

The San Diego County Water Authority Subordinate Lien Water Revenue Refunding Bonds, Series 2011S-1 (the “2011S-1 Bonds”), will be issued pursuant to an
Indenture, dated as of July 1, 2011 (the “Indenture”), by and between the San Diego County Water Authority (the “Water Authority”) and U.S. Bank National Association, as
Trustee (the “Trustee”). The 2011S-1 Bonds will be issued in denominations of $5,000 or any integral multiple thereof and will mature on the dates and in the amounts set forth
below. Interest on the 2011S-1 Bonds is payable semiannually on May 1 and November 1, commencing November 1, 2011.
The 2011S-1 Bonds will be issued as fully registered bonds and, when delivered, will be registered in the name of Cede & Co., as nominee of The Depository Trust
Company, New York, New York (“DTC”). DTC will act as securities depository of the 2011S-1 Bonds. Individual purchases of the 2011S-1 Bonds will be made in book-entry
form only. So long as the 2011S-1 Bonds are registered in the name of Cede & Co., payment of the principal of, premium, if any, and interest on the 2011S-1 Bonds will be
payable to DTC or its nominee. DTC in turn is obligated to remit such payments to DTC Participants for subsequent disbursement to the beneficial owners of the 2011S-1
Bonds.
The 2011S-1 Bonds are being issued by the Water Authority to refinance a portion of the design, acquisition and construction of various capital projects of its Capital
Improvement Program by providing funds for the retirement of a portion of the Water Authority’s outstanding Commercial Paper Notes.
The 2011S-1 Bonds are subject to optional redemption as described herein.
The 2011S-1 Bonds are secured by a pledge of Net Water Revenues (as defined herein).
THE 2011S-1 BONDS ARE LIMITED OBLIGATIONS OF THE WATER AUTHORITY, PAYABLE SOLELY FROM A PLEDGE OF NET WATER
REVENUES, AND NEITHER THE FULL FAITH AND CREDIT NOR THE TAXING POWER OF THE WATER AUTHORITY, THE STATE OF CALIFORNIA
OR ANY OF ITS POLITICAL SUBDIVISIONS IS PLEDGED FOR THE PAYMENT THEREOF. PAYMENT OF THE 2011S-1 BONDS FROM NET WATER
REVENUES IS SUBORDINATE TO THE PAYMENT OF ANY PRIOR OBLIGATIONS (AS DEFINED HEREIN) PRESENTLY OUTSTANDING OR
HEREAFTER INCURRED BY THE WATER AUTHORITY IN ACCORDANCE WITH THE GENERAL RESOLUTION (AS DEFINED HEREIN).

$______________* ____ % Bonds Due May 1, 20___ Price - ___% CUSIP
This cover page contains information for general reference only. It is not intended to be a summary of this issue. Potential purchasers are advised to read the
entire Official Statement to obtain information essential to making an informed investment decision.
The 2011S-1 Bonds are offered when, as and if issued and accepted by the Underwriters, subject to the approval of legality by Orrick, Herrington & Sutcliffe LLP, San
Francisco, California, Bond Counsel, and to certain other conditions. Certain matters will be passed upon for the Water Authority by Daniel S. Hentschke, its General Counsel.
Orrick, Herrington & Sutcliffe LLP, San Francisco, California, is also acting as Disclosure Counsel. Certain matters will be passed upon for the Underwriters by Fulbright &
Jaworski, L.L.P., Los Angeles, California. It is expected that the 2011S-1 Bonds in book-entry form will be available for delivery through the facilities of DTC on or about July
__, 2011.

Morgan Stanley

July __, 2011

_______________________________
* Preliminary, subject to change
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No dealer, broker, salesperson or other person has been authorized by the Underwriters, the Water
Authority or the Trustee to give any information or to make any representations other than those contained herein
and, if given or made, such other information or representations must not be relied upon as having been authorized
by any of the foregoing.
This Official Statement does not constitute an offer to sell or the solicitation of an offer to buy nor shall
there be any sale of 2011S-1 Bonds by a person in any jurisdiction in which such offer, solicitation or sale would be
unlawful prior to registration or qualification under the securities laws of such jurisdiction. This Official Statement
is not to be construed as a contract with the purchasers or any of the owners of 2011S-1 Bonds. Any statement made
in this Official Statement involving estimates, forecasts or matters of opinion, whether or not expressly so stated, are
intended solely as such and not as representations of fact. The information set forth herein has been furnished by the
Water Authority and other sources that are believed to be reliable, but is not guaranteed as to accuracy or
completeness, and is not to be construed as representations by the Underwriters. The information and expressions of
opinion herein are subject to change without notice and neither the delivery of this Official Statement nor any sale
made hereunder shall, under any circumstances, create any implication that there has been no change in the affairs of
the Water Authority since the date hereof.
CERTAIN STATEMENTS CONTAINED IN THIS OFFICIAL STATEMENT REFLECT NOT
HISTORICAL FACTS BUT FORECASTS AND “FORWARD-LOOKING STATEMENTS.”
NO
ASSURANCE CAN BE GIVEN THAT THE FUTURE RESULTS DISCUSSED HEREIN WILL BE
ACHIEVED, AND ACTUAL RESULTS MAY DIFFER MATERIALLY FROM THE FORECASTS
DESCRIBED HEREIN. IN THIS RESPECT, THE WORDS “ESTIMATE”, “PROJECT”, “ANTICIPATE”,
“EXPECT”, “INTEND”, “BELIEVE” AND SIMILAR EXPRESSIONS ARE INTENDED TO IDENTIFY
FORWARD-LOOKING STATEMENTS.
ALL PROJECTIONS, FORECASTS, ASSUMPTIONS,
EXPRESSIONS OF OPINIONS, ESTIMATES AND OTHER FORWARD-LOOKING STATEMENTS ARE
EXPRESSLY QUALIFIED IN THEIR ENTIRETY BY THE CAUTIONARY STATEMENTS SET FORTH
IN THIS OFFICIAL STATEMENT.
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The Underwriters have provided the following for inclusion in the Official Statement in connection with
the offering of the 2011S-1 Bonds: The Underwriters have reviewed the information in this Official Statement in
accordance with, and as part of, their respective responsibilities to investors under the federal securities laws, as
applied to the facts and circumstances of this transaction, but the Underwriters do not guarantee the accuracy or
completeness of such information.
THE UNDERWRITERS MAY OVERALLOT OR EFFECT TRANSACTIONS THAT MAY STABILIZE
OR MAINTAIN THE MARKET PRICE OF THE 2011S-1 BONDS AT A LEVEL ABOVE THAT WHICH
MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH STABILIZING, IF COMMENCED, MAY
BE DISCONTINUED AT ANY TIME.
While the Water Authority maintains a website for various purposes, none of the information on the Water
Authority’s website is intended to assist investors in making an investment decision or to provide any continuing
information with respect to the 2011S-1 Bonds.
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OFFICIAL STATEMENT
$___________
San Diego County Water Authority
Subordinate Lien Water Revenue Refunding Bonds,
Series 2011S-1

INTRODUCTION
This Official Statement, including the cover page and Appendices hereto, is provided to furnish certain
information in connection with the offering of San Diego County Water Authority Subordinate Lien Water Revenue
Refunding Bonds, Series 2011S-1 (the “2011S-1 Bonds”), in the aggregate principal amount of $___________.
The 2011S-1 Bonds are being issued by the San Diego County Water Authority (the “Water Authority”)
pursuant to the County Water Authority Act of the State of California and all laws amendatory thereof or
supplemental thereto, including Articles 10 and 11 of Chapter 3 of Part 1 of Division 2 of Title 5 of the Government
Code of the State of California (collectively, the "Act") and an Indenture, dated as of June 1, 2011 (the "Indenture"),
between the Water Authority and U.S. Bank National Association as trustee (the "Trustee").
The 2011S-1 Bonds are secured by a pledge of Net Water Revenues (defined below). Payment of the
2011S-1 Bonds from Net Water Revenues is subordinate to the payment of any Prior Obligations (defined below)
presently outstanding or hereafter incurred by the Water Authority in accordance with Resolution 89-21 of the
Water Authority, adopted on May 11, 1989, as supplemented by Resolution No. 97-52, adopted by the Board of
Directors of the Water Authority on December 11, 1997 and by Resolution No. 09 23, adopted by the Board of
Directors on December 17, 2009 (as more fully described herein, the “General Resolution”).
The 2011S-1 Bonds constitute limited obligations of the Water Authority, payable solely from Net
Water Revenues, and neither the full faith and credit nor the taxing power of the Water Authority, the State
of California or any of its political subdivisions is pledged for the payment thereof.
The 2011S-1 Bonds are being issued by the Water Authority to refinance a portion of the design,
acquisition and construction of various capital projects of its Capital Improvement Program by refunding a portion
of the Water Authority’s outstanding Commercial Paper Notes. See THE CAPITAL IMPROVEMENT
PROGRAM and FINANCING PLAN.
Brief descriptions of the 2011S-1 Bonds, the security and sources of payment for the 2011S-1 Bonds and
the Water Authority and its Capital Improvement Program are provided herein. Such descriptions do not purport to
be comprehensive or definitive. Definitions of certain capitalized terms used herein may be found in APPENDIX C
- SUMMARY OF PRINCIPAL LEGAL DOCUMENTS - Certain Definitions. All references made to various
documents herein are qualified in their entirety by reference to the forms thereof, all of which are available for
inspection at the office of the Water Authority’s Clerk of the Board.
WATER AUTHORITY DEBT
The Water Authority may borrow money and incur indebtedness and may issue bonds or other evidences of
indebtedness, provided that the Water Authority may not incur indebtedness in excess of 15 percent of the assessed
valuation of the taxable property within the Water Authority’s service area. Revenue bonds of the Water Authority
must be authorized by a majority vote of the Board of Directors, and general obligation bonds must be authorized by
a two-thirds majority vote of the qualified electors of the Water Authority. The Water Authority has no revenue
bonds or general obligation bonds outstanding. The Water Authority may purchase real or personal property
(through installment sale agreements) and may also incur indebtedness by contract. Installment sale agreements are
not limited in principal amount and contract indebtedness is limited in aggregate amount to 1/10 of 1 percent of the
assessed value of property taxable for Water Authority purposes. As of June 30, 2010, 1/10 of 1 percent of the
assessed value of property taxable for Water Authority purposes was approximately $387 million. As of May 1,
2011, of the Water Authority had contract indebtedness in the aggregate principal amount of $189,985,000
outstanding. Any proposal to incur indebtedness by contract in excess of said 1/10 of 1 percent limit, and any
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proposal to purchase, lease or otherwise acquire rights, privileges or services in excess of 40 years requires majority
approval of the qualified electors of the Water Authority. The Water Authority may also issue and sell, without
voter approval, commercial paper in the form of short-term revenue certificates for any Water Authority purpose,
and may arrange for bank lines of credit or letters of credit in connection therewith. All of the Water Authority’s
payment obligations with respect to all of the Water Authority’s outstanding installment sale agreements and
contracts of indebtedness are evidenced by certificates of participation or revenue bonds.
On May 11, 1989, the Water Authority adopted its Resolution No. 89-21, entitled “A Resolution of the
Board of Directors of the San Diego County Water Authority Providing for the Allocation of Water System
Revenues and Establishing Covenants to Secure the Payment of Obligations Payable from Net Water Revenues,”
which was supplemented by Resolution No. 97-52 of the Water Authority, adopted on December 11, 1997 (as
supplemented, the “General Resolution”). The 2011S-1 Bonds are payable from Net Water Revenues under the
General Resolution on a basis subordinate to the installment payments payable by the Water Authority under the
following outstanding installment sale agreements and contracts of indebtedness (collectively, the “Contracts”):
1997 Installment Sale Agreement and 1997 Contract of Indebtedness (the “1997 Contracts”), 1998 Installment Sale
Agreement and 1998 Contract of Indebtedness (the “1998 Contracts”), the 2002 Installment Sale Agreement, the
2004 Installment Sale Agreement, the 2005 Installment Sale Agreement and the 2005 Contract of Indebtedness (the
“2005 Contracts”), the 2008A Installment Sale Agreement and 2008A Contract of Indebtedness (the “2008
Contracts”), and the 2010A Contract of Indebtedness and the 2010B Installment Sale Agreement (the “2010
Contracts”). The Water Authority’s obligation to make installment sale payments under the Contracts are evidenced
by the following certificates of participation or secure the following bonds:
Initial Principal
Amount
Water Revenue Certificates of Participation:
Water Revenue Refunding Certificates of
Participation, Series 1997A (the “1997A
Certificates”)
Water Revenue Certificates of Participation,
Series 1998A
Water Revenue Certificates of Participation,
Series 2002A (the “2002A Certificates”)
Water Revenue Certificates of Participation,
Series 2004A (the “2004A Certificates”)
Water Revenue Refunding Certificates of
Participation, Series 2005A (the “2005A
Certificates”)
Water Revenue Certificates of Participation,
Series 2008A (the “2008A Certificates”)
Water Revenue Bonds:
Water Revenue Bonds, Series 2010A (the
“2010A Bonds”)
Water Revenue Bonds, Series 2010B (Taxable
Build America Bonds) (the “2010B Bonds”)
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Principal Amount
Outstanding as of
May 1, 2011

$ 162,315,000

$ 6,110,000

180,000,000

11,685,000

300,000,000

236,750,000

425,000,000

425,000,000

107,455,000

107,455,000

558,015,000

558,015,000

98,495,000

98,495,000

526,135,000

526,135,000

$2,357,415,000

$1,969,645,000

The Contracts are all fixed interest rate obligations and all are payable from Net Water Revenues on a
senior basis to payments on the 2011S-1 Bonds. The Water Authority has no indebtedness outstanding which is
payable from Net Water Revenues senior to payments on the Contracts, and the General Resolution does not allow
the Water Authority to incur indebtedness payable from Net Water Revenues senior to payments on the Contracts.
The Water Authority may issue refunding revenue bonds or enter into future installment sale agreements or contract
indebtedness that will be payable from Net Water Revenues on a parity with the Contracts, subject to the
requirements summarized in this section and in SECURITY AND SOURCES OF PAYMENT – Additional Prior
Obligations.
In November 1995, the Water Authority established a commercial paper program in order to finance
additional capital facilities. Commercial paper notes issued under the program (the “Commercial Paper Notes”) are
authorized to be issued in the aggregate principal amount of $460,000,000 outstanding from time to time.
Commercial Paper Notes in the aggregate principal amount of $460,000,000 are currently outstanding (of which
$100,000,000 principal amount is expected to be retired from the proceeds of the 2011S-1 Bonds). See
FINANCING PLAN. The Commercial Paper Notes and certain payments to the banks providing liquidity support
for the Commercial Paper Notes are payable from Net Water Revenues on a parity with the 2011S-1 Bonds. The
Water Authority may incur future obligations that will be payable from Net Water Revenues on a parity with the
2011S-1 Bonds, the Commercial Paper Notes and such bank obligations, as further set forth in SECURITY AND
SOURCES OF PAYMENT – Additional Subordinate Obligations.
Debt service reserve funds were created in connection with the execution and delivery of the 1997A
Certificates, the 1998A Certificates, the 2002A Certificates, the 2004A Certificates, the 2005A Certificates and the
2008A Certificates. Amounts in such debt service reserve funds are not available to secure the 2011S-1 Bonds. No
debt service reserve fund will be created to secure the 2011S-1 Bonds.
The Water Authority also expects to issue additional bonds in August 2011 that will constitute Prior
Obligations payable from Net Water Revenues on a senior basis to the 2011S-1 Bonds for the purpose of refunding
the Water Authority’s obligations under certain outstanding Contracts described above. Such bonds are not offered
hereby.
FINANCING PLAN
A portion of the proceeds of the 2011S-1 Bonds, together with other available monies, will be used by the
Water Authority to retire $100,000,000 aggregate principal amount of San Diego County Water Authority
Commercial Paper Notes, Series 2 (the “Refunded Notes”) at their respective maturity dates. The Refunded Notes
were originally issued to finance costs of the Water Authority’s Capital Improvement Program. See THE CAPITAL
IMPROVEMENT PROGRAM.
The balance of the proceeds of the 2011S-1 Bonds, net of Underwriters’ discount, will be used to pay costs
of issuance. See SOURCES AND USES OF FUNDS.
THE 2011S-1 BONDS
General
The 2011S-1 Bonds will be issued in the aggregate principal amount of $___________. The 2011S-1
Bonds will be issued in denominations of $5,000 or any integral multiple thereof, and will be dated the date of
delivery thereof and will mature on May 1 in the year and in the amount set forth on the cover page hereof. Interest
on the 2011S-1 Bonds is payable from their dated date at the rates set forth on the cover page hereof, on May 1 and
November 1 of each year, commencing November 1, 2011.
The 2011S-1 Bonds, when issued, will be registered in the name of Cede & Co., as nominee of The
Depository Trust Company, New York, New York (“DTC,” and, together with any successor securities depository,
the “Securities Depository”). DTC will act as Securities Depository for the 2011S-1 Bonds. Individual purchases of
the 2011S-1 Bonds will be made only in book-entry form. Purchasers will not receive physical certificates
representing their beneficial ownership interest in the 2011S-1 Bonds. So long as the 2011S-1 Bonds are registered
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in the name of Cede & Co., payment of the principal of, premium, if any, and interest on the 2011S-1 Bonds will be
payable to DTC or its nominee. DTC in turn is obligated to remit such payments to DTC Participants for
subsequent disbursement to the Beneficial Owners. See APPENDIX E – BOOK-ENTRY SYSTEM.
THE 2011S-1 BONDS ARE LIMITED OBLIGATIONS OF THE WATER AUTHORITY, PAYABLE
SOLELY FROM A PLEDGE OF NET WATER REVENUES, AND NEITHER THE FULL FAITH AND CREDIT
NOR THE TAXING POWER OF THE WATER AUTHORITY, THE STATE OF CALIFORNIA OR ANY OF ITS
POLITICAL SUBDIVISIONS IS PLEDGED FOR THE PAYMENT THEREOF. PAYMENT OF THE 2011S-1
BONDS FROM NET WATER REVENUES IS SUBORDINATE TO THE PAYMENT OF ANY PRIOR
OBLIGATIONS PRESENTLY OUTSTANDING OR HEREAFTER INCURRED BY THE WATER
AUTHORITY IN ACCORDANCE WITH THE GENERAL RESOLUTION.
Redemption
Optional Redemption. The 2011S-1 Bonds [maturing on ____ 1, ____] shall be subject to redemption prior
to their stated maturity date at the option of the Water Authority, from any source of available funds, as a whole or
in part on any date on or after ____ 1, ____, at a redemption price equal to the principal amount of such 2011S-1
Bonds called for redemption, together with accrued interest thereon to the date fixed for redemption, without
premium.
Partial Redemption. If less than all 2011S-1 Bonds [maturing by their terms on any one date] are to be
redeemed at any one time, the Trustee shall select the 2011S-1 Bonds [of such maturity] to be redeemed in any
manner that it deems appropriate and fair and shall promptly notify the Water Authority in writing of the numbers of
such 2011S-1 Bonds so selected for redemption. For purposes of such selection, the 2011S-1 Bonds shall be
deemed to be composed of $5,000 multiples and any such multiple may be separately redeemed.
Notice, Rescission and Effect of Redemption
Notice of Redemption. Notice of redemption is required to be mailed by first-class mail by the Trustee, not
less than 20 nor more than 60 days prior to the redemption date to (i) the respective Owners of the 2011S-1 Bonds
designated for redemption at their addresses appearing on the registration books of the Trustee, (ii) the Securities
Depositories and (iii) the Municipal Securities Rulemaking Board. Notice of redemption to the Securities
Depositories and the Municipal Securities Rulemaking Board is required to be given by registered mail or overnight
delivery or facsimile transmission. Each notice of redemption is required to state the date of such notice, the
redemption price, the name and appropriate address of the Trustee, the CUSIP number of the maturity or maturities,
and if less than all of any such maturity is to be redeemed, the distinctive certificate numbers of the 2011S-1 Bonds
of such maturity to be redeemed and, in the case of 2011S-1 Bonds to be redeemed in part only, the respective
portions of the principal amount thereof to be redeemed. Each such notice is also required to state that on said date
there will become due and payable on each of said 2011S-1 Bonds the redemption price thereof and in the case of
2011S-1 Bonds to be redeemed in part only, the specified portion of the principal amount thereof to be redeemed,
together with interest accrued thereon to the redemption date, and that from and after such redemption date interest
thereon will cease to accrue, and require that the 2011S-1 Bonds be then surrendered at the address of the Trustee
specified in the redemption notice.
So long as the 2011S-1 Bonds are held in book-entry only form, notice of redemption will be mailed by the
Trustee only to DTC and not to the Beneficial Owners of 2011S-1 Bonds under the DTC book-entry only system.
Neither the Water Authority nor the Trustee is responsible for notifying the Beneficial Owners, who are to be
notified in accordance with the procedures in effect for the DTC book-entry system. See APPENDIX E – BOOKENTRY SYSTEM.
Neither the failure to receive any such notice of redemption nor any defect therein will affect the validity of
the proceedings for the redemption of such 2011S-1 Bonds or the cessation of the accrual of interest on the
redemption date.
Conditional Notice of Optional Redemption. Any notice of optional redemption of the 2011S-1 Bonds may
be conditional and if any condition stated in the notice of redemption shall not have been satisfied on or prior to the
redemption date, said notice shall be of no force and effect and the Water Authority shall not be required to redeem
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such 2011S-1 Bonds and the redemption shall be cancelled and the Trustee shall within a reasonable time thereafter
give notice, to the persons and in the manner in which the notice of redemption was given, that such condition or
conditions were not met and that the redemption was cancelled.
Right to Rescind or Cancel Redemption. The Water Authority shall have the right to rescind any optional
redemption by written notice of rescission. In addition, any notice of optional redemption shall be cancelled and
annulled if for any reason funds are not available on the date fixed for redemption for the payment in full of the
2011S-1 Bonds then called for redemption. Any such rescission or cancellation shall not constitute an Event of
Default under the Indenture. The Trustee shall mail notice of rescission or cancellation of such redemption in the
same manner as the original notice of redemption was sent.
Effect of Redemption. If notice of redemption has been duly given and money for the payment of the
redemption price of the 2011S-1 Bonds called for redemption is held by the Trustee, then on the redemption date
designated in such notice the 2011S-1 Bonds so called for redemption shall become due and payable, and from and
after the date so designated interest on such 2011S-1 Bonds shall cease to accrue, and the Owners of such 2011S-1
Bonds shall have no rights in respect thereof except to receive payment of the redemption price thereof.
SOURCES AND USES OF FUNDS
The sources and uses of funds in connection with the 2011S-1 Bonds are anticipated to be as follows:
SOURCES:
Principal Amount of the 2011S-1 Bonds ...................................

$

Original Issue Premium .............................................................
TOTAL .........................................................

$

USES:
Payment of the Refunded Notes ................................................

$

Cost of Issuance2 .......................................................................
TOTAL .........................................................

$

______________________________
1

Includes underwriters’ discount, legal fees, financial advisory fees, printing expenses and other costs relating to
the issuance and delivery of the 2011S-1 Bonds.
SECURITY AND SOURCES OF PAYMENT

Capitalized terms used herein and not otherwise defined shall have the meanings set forth in
APPENDIX C - SUMMARY OF PRINCIPAL LEGAL DOCUMENTS - Certain Definitions.
General
The Indenture provides that the 2011S-1 Bonds shall constitute Subordinate Obligations under the General
Resolution secured by a pledge of Net Water Revenues as provided therein. Under the general Resolution, net
Water Revenues are pledged to secure the payment by the water Authority of all Bond Payments, Installment
Payments and Reimbursement Payments relating to Bonds and Contracts and other evidences of indebtedness or
obligations constituting Prior Obligations (defined below), and, subordinate thereto, the payment of all Subordinate
Obligations.
The 2011S-1 Bonds constitute limited obligations of the Water Authority, payable solely from Net
Water Revenues, and neither the full faith and credit nor the taxing power of the Water Authority, the State
of California or any of its political subdivisions is pledged for the payment thereof. Payment of the 2011S-1
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Bonds from Net Water Revenues is subordinate to the payment of any Prior Obligations presently
outstanding or hereafter incurred by the Water Authority in accordance with the General Resolution.
“Prior Obligations” means the Water Authority’s obligations to make Bond Payments, Installment
Payments and Reimbursement Payments relating to the Water Revenue Certificates of Participation, Series 1998A,
2002A, 2004A and 2008A; the Water Authority’s Water Revenue Refunding Certificates, Series 1997A and 2005A;
the San Diego County Water Authority Financing Agency Water Revenue Bonds, Series 2010A and 2010B; and any
other Bonds, Contracts or evidences of indebtedness or obligations of the Water Authority authorized under the Act
and which state that they are payable from Net Water Revenues on a basis that is senior to the Water Authority's
Subordinate Obligations (including the 2011S-1 Bonds).
Pledge of Net Water Revenues
The Indenture provides that the 2011S-1 Bonds shall constitute Subordinate Obligations under the General
Resolution secured by a pledge of Net Water Revenues as provided therein. The Indenture further provides that the
Owners shall be beneficiaries of all of the obligations assumed by the Water Authority and the covenants made by
the Water Authority in the General Resolution.
In addition, all amounts (including proceeds of the sale of the 2011S-1 Bonds) held by the Trustee in any
fund or account established under the Indenture (other than amounts on deposit in the Rebate Fund) are irrevocably
pledged to the payment of the interest on and principal of and redemption premiums, if any, on the 2011S-1 Bonds
as provided in the Indenture and shall not be used for any other purpose while any of the 2011S-1 Bonds remain
Outstanding; provided, however, that out of such moneys there may be applied such sums for such purposes as are
permitted under the Indenture.
Payment of 2011S-1 Bonds
To provide for the payment of the principal of and interest on the 2011S-1 Bonds as the same shall become
due and payable, the Water Authority shall, from Net Water Revenues on deposit in the Subordinate Obligations
Payment Fund established under the General Resolution on a parity with all other Subordinate Obligations (as
defined in the General Resolution), deposit in the Debt Service Fund from time to time the sum or sums required to
be deposited under or pursuant to the Indenture to provide for the payment of principal of and interest on the
2011S-1 Bonds. Such payment shall be subject and subordinate to the application of Net Water Revenues to the
payment of principal and accreted value of, premium, if any, interest on, and any reserve fund requirements for, or
other obligations with respect to, any Prior Obligations.
The Water Authority agrees and covenants that on or before the Business Day immediately preceding
May 1 and November 1 of each year, beginning November 1, 2011, the Water Authority shall, from amounts in the
Subordinate Obligation Payment Fund (on a parity with the payment of other Subordinate Obligations), transfer to
the Trustee for deposit in the Debt Service Fund, which fund the Trustee shall establish, maintain and hold in trust
so long as any Bonds remain outstanding, a sum equal to the amount of interest and principal becoming due on the
next succeeding May 1 or November 1, as the case may be; provided, no such transfer need be made if the amount
on deposit in the Debt Service Fund is at least equal to the amount of interest and principal becoming due and
payable on the Bonds on such May 1 or November 1, as the case may be.
All money on deposit in the Debt Service Fund shall be used and withdrawn by the Trustee solely for the
purpose of paying the interest on and principal of the Bonds as such interest and principal become due and payable.
No debt service reserve fund to secure the 2011S-1 Bonds is created under the Indenture.
Net Water Revenues
Net Water Revenues. Net Water Revenues, the source of payment for the 2011S-1 Bonds, is defined by the
General Resolution to be, for any fiscal year, the Water Revenues during such fiscal year less the Maintenance and
Operation Costs during such fiscal year.
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Current Water Revenues; Water Revenues. "Water Revenues" is defined under the General Resolution as
Current Water Revenues plus amounts transferred to the Water Revenue Fund from the rate Stabilization Fund less
amounts transferred form the Water Revenue Fund to the Rate Stabilization Fund.
Under the General Resolution, “Current Water Revenues” generally include all gross income and revenue
received or receivable by the Water Authority from its ownership and operation of the Water System, including
income derived from water sales, water standby availability charges, capacity charges, infrastructure access charges,
sales of hydroelectric power associated with the Water System and certain investment earnings, bu excluding any
proceeds of taxes and any refundable deposits made to establish credit and advances or contributions in aid of
construction.
Interest Subsidy Payments received by the Water Authority with respect to the San Diego County Water
Authority Financing Agency Water Revenue Bonds, Series 2010B, will constitute Current Water Revenues. The
Water Authority has amended the General Resolution to provide that Interest Subsidy Payments are treated as a
reduction to Debt Service rather than as Current Water Revenues. Such amendment will become effective, however,
only if and when requisite approvals for an amendment of the General Resolution have been obtained by the Water
Authority. By their purchase of 2011S-1 Bonds, the purchasers of such 2011S-1 Bonds are required to consent to
such amendment.
Rate Stabilization Fund. In order to avoid fluctuations in its water rates, the Water Authority may transfer
portions of its Current Water Revenues from time to time to the Rate Stabilization Fund, and from time to time
transfer moneys from the Rate Stabilization Fund to the Water Revenue Fund. Such transfers from the Rate
Stabilization Fund are to be used by the Water Authority solely to pay Maintenance and Operation Costs. It is
expected that the amounts to be transferred into and out of the Rate Stabilization Fund will be budgeted by the
Water Authority on an annual basis in order to provide sufficient Water Revenues to meet its capital improvement
funding objectives and its covenant obligations under the General Resolution. See FINANCIAL OPERATIONS Financial Management Policies and PROJECTED OPERATING RESULTS - Operating Revenue.
Maintenance and Operation Costs. The Water Authority is required to pay all Maintenance and Operation
Costs from the Water Revenue Fund as they become due. Such costs include all costs paid or incurred by the Water
Authority for maintaining and operating the Water System, including water purchases, determined in accordance
with Generally Accepted Accounting Principles, as more fully set forth in the General Resolution. Maintenance and
Operation Costs exclude depreciation, replacement and obsolescence charges or reserves therefor and amortization
of intangibles, premiums and discounts, and interest expense. Also excluded are maintenance and operation costs
paid from other than Water Revenues, including, without limitation, costs paid from ad valorem property tax
revenues.
The Water Authority may enter into contracts or leases with respect to the payment of certain maintenance
and operation expenses. However, amounts paid pursuant to any contract or lease longer than five years (an
“Obligation”) shall be treated as Maintenance and Operation Costs only if the Water Authority determines at the
time it enters into the Obligation that (a) the treatment of payments on such Obligation as Maintenance and
Operation Costs will not impair its ability to comply with its rate covenant (hereinafter described) during the
succeeding five fiscal years (or during the five years after the commercial operation date of the project being
financed with the Obligation, if later), and (b) the properties, services or commodities to be furnished pursuant to the
Obligation can be economically and beneficially utilized by the Water Authority. If these criteria cannot be met,
amounts due under the Obligation shall be paid out of the Subordinate Obligation Payment Fund or the General
Reserve Fund (each hereinafter described).
Application of Water Revenues Under the General Resolution
The General Resolution established five special funds which are held by the Water Authority: a Water
Revenue Fund; a Rate Stabilization Fund; an Installment Payment Fund; a Subordinate Obligation Payment Fund;
and a General Reserve Fund.
Water Revenue Fund. Under the General Resolution, all Current Water Revenues are deposited initially in
the Water Revenue Fund. The Water Revenue Fund may also receive transfers from the Rate Stabilization Fund,
and the Water Authority may make transfers from the Water Revenue Fund to the Rate Stabilization Fund.
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Amounts in the Water Revenue Fund are utilized to pay Maintenance and Operation Costs as they become
due and payable. Remaining amounts, constituting Net Water Revenues, are set aside and deposited or transferred
by the Water Authority, as the case may be, at the following times in the following order of priority:
(a) Installment Payment Fund. On or before the last business day of each month, the Water Authority
shall deposit in the Installment Payment Fund a sum equal to the Monthly Accrued Debt Service for such month,
plus a sum equal to all Reimbursement Payments then due and payable, provided that no such deposit need be made
if amounts on deposit in the Installment Payment Fund equal the amount of Bond Payments or Installment Payments
due with respect to all Bonds (revenue bonds payable prior to the 2011S-1 Bonds) and Contracts (leases, installment
sale agreements and contracts of indebtedness payable prior to the 2011S-1 Bonds) on the next succeeding Interest
Payment Date (with respect to interest), Principal Payment Date (with respect to principal) and Accreted Value
Payment Date (with respect to Accreted Value) for such Bonds or Contracts, and the Reimbursement Payments then
due and payable.
(b) Bond or Contract Reserve Fund. On or before the last business day of each month, the Water
Authority shall transfer to each trustee for deposit in the applicable Bond or Contract Reserve Fund an amount equal
to the amount, if any, required to be deposited therein to build up or replenish such Bond or Contract Reserve Fund
as, and to the extent, required by the applicable Contract or indenture or trust agreement relating thereto.
(c) Subordinate Obligation Payment Fund. On or before the last business day of each month, the Water
Authority shall deposit in the Subordinate Obligation Payment Fund the sum or sums required to be deposited under
or pursuant to the Indenture or other instrument securing each Subordinate Obligation.
The 2011S-1 Bonds, the Water Authority's Commercial Paper Notes and the Water Authority’s obligations
to the banks providing liquidity support for the Water Authority’s Commercial Paper Notes all constitute
“Subordinate Obligations” under the General Resolution.
(d) Subordinate Obligation Reserve Fund. On or before the last business day of each month, the Water
Authority shall transfer to each trustee with respect to Subordinate Obligations for deposit in the debt service reserve
fund with respect to such Subordinate Obligations an amount equal to the amount, if any, required to be deposited
therein to build up or replenish such debt service reserve fund as and to the extent required by the applicable
Subordinate Obligation or Indenture or other instrument securing such Subordinate Obligation.
No debt service reserve fund will be created to secure the 2011S-1 Bonds.
(e) General Reserve Fund. On the last business day of each month, the Water Authority shall, after
making each of the foregoing deposits and transfers, transfer all money remaining in the Water Revenue Fund to the
General Reserve Fund. The Water Authority may withdraw money in the General Reserve Fund for any lawful
purpose of the Water Authority except to make transfers to the Rate Stabilization Fund.
The Water Authority covenants in the General Resolution to keep appropriate accounting records in which
complete and correct entries shall be made of all transactions relating to the Water System. To fulfill this
requirement, the Water Authority employs enterprise accounting principles and practices in accordance with
Generally Accepted Accounting Principles. See APPENDIX A – WATER AUTHORITY FINANCIAL
STATEMENTS. Consistent with such accounting principles and practices and as authorized by the General
Resolution, the Water Authority does not maintain on its books the specific funds named in the General Resolution.
The Water Authority does, however, account for Water Revenues, Maintenance and Operation Costs, Debt Service
and Monthly Accrued Debt Service in a manner consistent with and authorized by the General Resolution, and the
accounting system employed by the Water Authority enables the Water Authority to calculate Net Water Revenues
and to allocate Water Revenues in the priority specified in the General Resolution.
Rate Covenant
The Water Authority covenants under the Indenture that it will at all times fix, prescribe and collect or
cause to be collected rates, fees and charges for the Water Service which are reasonably fair and nondiscriminatory
and which will be at least sufficient to yield during the next succeeding Fiscal Year of the Water Authority Net
Water Revenues sufficient for the payment of all amounts payable from Net Water Revenues during such Fiscal
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Year, including payment of interest on and principal of the Bonds expected by the Water Authority to be paid with
Net Water Revenues (e.g., excluding capitalized interest and principal expected to be paid from the proceeds of
refunding obligations).
The Water Authority covenants under the General Resolution that it will at all times fix, prescribe and
collect or cause to be collected rates, fees and charges for Water Service which are reasonably fair and
nondiscriminatory and which will be at least sufficient to yield, during the next succeeding fiscal year of the Water
Authority, Net Water Revenues sufficient for the payment of all amounts payable from Net Water Revenues
(including Subordinate Obligations) and at least equal to 120 percent of the Debt Service on all Bonds and Contracts
that constitute Prior Obligations for such fiscal year. The Water Authority may make adjustments from time to time
in such rates, fees and charges and may make such classification thereof as it deems necessary, but shall not reduce
the rates, fees and charges then in effect unless the Net Water Revenues from such reduced rates, fees and charges
will at all times be sufficient to meet the requirements of such covenant.
The Water Authority has amended the General Resolution to provide that Interest Subsidy Payments are
treated as a reduction to Debt Service rather than as Current Water Revenues. Such amendment will become
effective, however, only if and when requisite approvals for an amendment of the General Resolution have been
obtained by the Water Authority. By their purchase of 2011S-1 Bonds, the purchasers of such 2011S-1 Bonds
are required to consent to such amendment.
Additional Prior Obligations
The Water Authority covenants under the Indenture that it will not issue any bonds or incur any obligations
payable from Net Water Revenues senior to the payment of principal of or interest on the Bonds except in
compliance with the terms of the General Resolution. The General Resolution provides that the Water Authority
may at any time issue any Bonds or execute any Contract the payments under and pursuant to which are payable
from the Net Water Revenues on senior basis to the 2011S-1 Bonds; provided:
(a) For any period of 12 consecutive calendar months within the 24 calendar month period next preceding
the month in which such Bonds are issued or such Contract is executed, as the case may be, as evidenced by a
certificate of the Water Authority (together with supporting calculations prepared by the Water Authority), (1) the
Net Water Revenues shall have been equal to at least 120 percent of the Maximum Annual Debt Service on all
Bonds and Contracts outstanding after the issuance of such Bonds or the execution of such Contract, as the case may
be, and (2) the Net Water Revenues shall have been sufficient for the payment of all amounts payable from Net
Water Revenues during such 12-month period and at least equal to 120 percent of Debt Service on all Bonds and
Contracts outstanding during such 12-month period, or
(b) (1) For any period of 12 consecutive calendar months within the 24 calendar month period next
preceding the month in which such Bonds are issued or such Contract is executed, as the case may be, as evidenced
by a certificate of the Water Authority (together with supporting calculations prepared by the Water Authority), the
Net Water Revenues shall have been sufficient for the payment of all amounts payable from Net Water Revenues
during such 12-month period and at least equal to 120 percent of Debt Service on all Bonds and Contracts
outstanding during such 12-month period, and (2) as evidenced by a certificate of the Water Authority (together with
supporting calculations and assumptions prepared by the Water Authority), in each of the five succeeding fiscal
years, projected Net Water Revenues shall be sufficient for the payment of all amounts payable from Net Water
Revenues in each such fiscal year and at least equal to 120 percent of Debt Service on all Bonds and Contracts to be
outstanding in each such fiscal year; and
(c) The Water Authority shall certify that it is not then in default under any indenture or trust agreement
or with respect to any Bonds or Contracts; and
(d) No Bond or Contract shall allow the declaration of Bond Payments or Installment Payments to be
immediately due and payable in the event of default by the Water Authority thereunder or under the applicable
indenture or trust agreement unless such remedy is made applicable to all Bonds and Contracts then outstanding.
(None of the Water Authority’s Outstanding Bonds or Contracts allows such a declaration.)
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Notwithstanding the foregoing provisions, there shall be no limitations on the ability of the Water
Authority to execute any Contract or to issue any Bonds at any time to refund any outstanding Bonds or any
outstanding Contract or to execute Reimbursement Agreements.
Additional Subordinate Obligations
Other than the 2011S-1 Bonds and the Commercial Paper Notes (except to the extent the aggregate
principal amount of Commercial Paper Notes at the time outstanding exceeds $360,000,000), the Water Authority
covenants in the Indenture that it will not issue or incur any additional Subordinate Obligations the payments under
and pursuant to which are payable from the Net Water Revenues on parity with the 2011S-1 Bonds and the Water
Authority's other outstanding Subordinate Obligations, unless:
(1)

the Water Authority shall determine that such issuance or incurrence will not adversely impact its
ability to comply with requirement summarized in the first paragraph under the heading Rate
Covenant above; and

(2)

the Water Authority files a Certificate of the Water Authority with the Trustee to the effect that
either:
(a)

Net Water Revenues for the most recent Fiscal Year for which audited financial
statements are available were at least equal to 105% of the sum of Total Debt Service
paid in such Fiscal Year and the maximum annual debt service on such additional
Subordinate Obligations; or

(b)

Net Water Revenues for the first full Fiscal Year for which no interest on such additional
Subordinate Obligations will be capitalized are projected to be at least equal to 105% of
Total Debt Service for such Fiscal Year.

Notwithstanding the foregoing provisions, there shall be no limitation on the ability of the Water Authority
to enter into agreements with banks or other financial institutions to provide for liquidity or credit support for
Subordinate Obligations and to incur repayment or reimbursement obligations with respect thereto or to issue or
incur Subordinate Obligations to refund any outstanding Subordinate Obligations.
The Indenture defines “Total Debt Service” to mean (i) Debt Service (as defined in the General Resolution,
including as amended by Resolution No. 09-23 whether or not Resolution No. 09-23 has taken effect; see
APPENDIX C) on Prior Obligations, plus (ii) interest on and principal of Subordinate Obligations expected by the
Water Authority to be paid with Net Water Revenues (e.g., excluding capitalized interest and amounts expected to
be paid from the proceeds of refunding obligations).
Limitations on Remedies
The ability of the Water Authority to comply with its covenants under the Indenture may be adversely
affected by actions or events outside of the control of the Water Authority and may be adversely affected by actions
taken (or not taken) by voters, property owners, taxpayers or payers of assessments, fees and charges. See
CONSTITUTIONAL LIMITATIONS. Furthermore, any remedies available to the Trustee or the owners of the
2011S-1 Bonds upon the occurrence of an event of default under the Indenture are in many respects dependent upon
judicial actions which are often subject to discretion and delay and could prove both expensive and time consuming
to obtain.
In addition to the limitations on remedies contained in the Indenture, the rights and obligations under the
Indenture may be subject to bankruptcy, insolvency, reorganization, arrangement, fraudulent conveyance,
moratorium and other laws relating to or affecting creditors’ rights, to the application of equitable principles, to the
exercise of judicial discretion in appropriate cases and to limitations on legal remedies against public entities in the
State of California. The opinion to be delivered by Orrick, Herrington & Sutcliffe LLP, bond counsel, concurrently
with the issuance of the 2011S-1 Bonds, that the Indenture constitutes a valid and binding obligation of Water
Authority will be subject to such limitations and the various other legal opinions to be delivered concurrently with
the issuance of the 2011S-1 Bonds will be similarly qualified. A complete copy of the proposed form of opinion of
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bond counsel is set forth in Appendix F hereto. In the event the Water Authority fails to comply with its covenants
under the Indenture or to pay principal and interest on the 2011S-1 Bonds, there can be no assurance that available
remedies will be adequate to fully protect the interests of the holders of the 2011S-1 Bonds.
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DEBT SERVICE SCHEDULE
The table below sets forth the total payments due with respect to the outstanding Prior Obligations and the Water
Authority’s Commercial Paper Notes, the principal and interest on the 2011S-1 Bonds and the total payments due
following the refunding described under FINANCING PLAN:

Year
(ending
May 1)

Total Prior Obligation
Debt Service1/

2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040
2041
2042
2043
2044
2045
2046
2047
2048
2049

$130,308,918.80
130,956,343.80
133,683,593.80
134,777,706.30
137,076,151.30
138,057,661.30
139,045,653.80
139,539,591.30
140,034,653.80
140,031,453.80
140,030,141.30
139,313,128.80
139,314,203.80
139,309,203.80
139,268,209.50
139,138,119.00
148,021,183.502/
135,633,751.70
135,484,841.70
135,325,495.30
144,001,848.702/
125,380,018.60
135,886,317.50
96,255,335.70
95,785,487.80
95,299,432.40
94,779,964.30
46,910,549.00
46,359,924.40
45,791,385.30
45,192,169.60
44,570,129.00
43,927,501.40
43,256,217.80
42,558,516.10
41,836,327.30
41,081,275.50
40,295,291.70

TOTALS

$4,023,517,698.50

Commercial
Paper Notes
Debt
Service3/

2011S-1
Bonds
Interest

2011S-1
Bonds
Principal

Total Debt
Service

$

$

$

$

$

$

$

$

1. Gross amount; does not reflect interest subsidy payments expected to be received in connection with the 2010B Bonds.
Does not reflect the proposed issuance of the 2011A Bonds to refund certain Prior Obligations.
2. Includes amounts expected to be paid from debt service reserve fund monies.
3. Assumes Commercial Paper Notes bear interest at a rate of ____% per annum and principal is repaid in accordance with
Water Authority’s current financial projections. Reflects the retirement of $100,000,000 of currently outstanding Commercial
paper Notes with proceeds of the 2011S-1 Bonds.
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THE WATER AUTHORITY
Organization, Purpose and Powers
The Water Authority was organized on June 9, 1944, under the Act for the primary purpose of supplying
water to San Diego County for wholesale distribution to the Water Authority’s member agencies in order to meet
their respective needs for beneficial uses and purposes.
The Water Authority is authorized to acquire water and water rights within or outside the State of
California; to develop, store and transport such water; to provide, sell and deliver water for beneficial uses and
purposes and to provide, sell and deliver water of the Water Authority not needed or required for beneficial purposes
of its member agencies to areas outside the boundaries of the Water Authority.
The Act also authorizes the Water Authority to exercise the power of eminent domain; to levy and collect
taxes; to fix, prescribe and collect rates or other charges for the delivery of water, use of facilities or property or
provisions for service; and to fix in each fiscal year a water standby availability charge on land within the
boundaries of the Water Authority to which water is made available by the Water Authority.
The Water Authority is authorized by the Act to utilize any part of its water, and any parts of its facilities
used for the development, storage, and transportation of water, to provide, generate, and deliver hydroelectric power,
and may acquire, construct, operate and maintain any and all of its facilities for such utilization, and the Act
authorizes the Water Authority to purchase, lease, sell and otherwise dispose of real or personal property. The
Water Authority is authorized to contract to provide, sell and deliver hydroelectric power to the United States of
America, to the State of California for the State Water Project and to any other person engaged in the sale of electric
power at retail or wholesale. The Water Authority is also authorized to acquire, construct, own, operate, control or
use works for supplying its member agencies with gas or electricity and to purchase, sell and exchange gas and
electricity from, to and with any public agency, private company or person engaged in the sale of gas or electricity at
retail.
Member Agencies
The Water Authority was organized by 11 member agencies in 1944. The Water Authority currently has
24 member agencies, consisting of 6 cities, 17 special districts, and the Pendleton Military Reservation. Reference
is made to the map in the front portion of this Official Statement for the location of the member agencies. Pursuant
to the provisions of the Act, additional member agencies may join the Water Authority. Subject to certain
limitations, the Act also permits member agencies to withdraw from the Water Authority.
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The following are the member agencies of the Water Authority:
Cities
Del Mar
Escondido
National City

Oceanside
Poway
San Diego
Special Districts

Carlsbad Municipal Water District
Fallbrook Public Utility District
Helix Water District
Lakeside Water District
Olivenhain Municipal Water District
Otay Water District
Padre Dam Municipal Water District
Rainbow Municipal Water District
Ramona Municipal Water District

Rincon del Diablo Municipal Water District
San Dieguito Water District
Santa Fe Irrigation District
South Bay Irrigation District
Vallecitos Water District
Valley Center Municipal Water District
Vista Irrigation District
Yuima Municipal Water District

Federal Agency
Pendleton Military Reservation

Board of Directors, Management and Employee Relations
Board of Directors. The decision-making body of the Water Authority is its 36-member Board of Directors
(the “Board”). Each of the member agencies of the Water Authority has at least one representative on the Board.
Any member agency may appoint one additional representative for each full five percent (5%) of total assessed
value of property taxable for Water Authority purposes that is within the public agency. As a result, the City of San
Diego is currently entitled to representation by ten directors and Helix Water District, Otay Water District and
Carlsbad Municipal Water District are each currently entitled to representation by two directors.
Under the Act, a member agency’s vote is based on its “total financial contribution” to the Water Authority
since the Water Authority was organized in 1944. Total financial contribution includes all amounts paid in taxes,
assessments, fees and charges to or on behalf of the Water Authority or The Metropolitan Water District of Southern
California (“MWD”). The Act authorizes each Board member to cast one vote for each $5,000,000, or major
fractional part thereof, of the total financial contribution paid by the member agency. As of January 1, 2011, the
member agencies’ voting entitlements are as follows:
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Calendar Year 2011 Member Agency Voting Entitlements
Agency
Carlsbad Municipal Water District
City of Del Mar
City of Escondido
Fallbrook Public Utility District
Helix Water District
Lakeside Water District
City of National City
City of Oceanside
Olivenhain Municipal Water District
Otay Water District
Padre Dam Municipal Water District
Pendleton Military Reservation
City of Poway
Rainbow Municipal Water District
Ramona Municipal Water District
Rincon del Diablo Municipal Water District
City of San Diego
San Dieguito Water District
Santa Fe Irrigation District
South Bay Irrigation District
Vallecitos Water District
Valley Center Municipal Water District
Vista Irrigation District
Yuima Municipal Water District
TOTALS

Votes
61.627
5.342
61.808
43.686
127.488
13.524
13.663
88.937
51.906
91.203
47.808
2.345
38.172
73.454
28.464
26.858
710.127
19.553
27.389
41.814
43.173
98.828
52.417
6.261
1,775.847

Percent
3.47%
0.30%
3.48%
2.46%
7.18%
0.76%
0.77%
5.01%
2.92%
5.14%
2.69%
0.13%
2.15%
4.14%
1.60%
1.51%
39.99%
1.10%
1.54%
2.36%
2.43%
5.57%
2.95%
0.35%
100.00%

Directors are appointed by the chief executive officers of the respective member agencies, subject to
approval by the agencies’ governing bodies. Although directors are appointed for a six-year term, the Act states that
all directors serve at the pleasure of the agencies that appointed them and may be removed by a majority vote of the
governing board. The Act further provides that member agencies with more than one representative may require
through ordinance that its directors vote as a block, as determined by a majority of such member agency’s
representatives. The City of San Diego has adopted such an ordinance. Another provision of the Act states that,
except as otherwise provided in the Act, a 55 percent vote is required for Board action. At such time as the City of
San Diego’s proportion of financial contribution equals 38 percent or less, however, all questions will be required to
receive only a majority of the vote.
Michael T. Hogan, representing the Santa Fe Irrigation District, is the current Chair of the Board; Thomas
V. Wornham, representing the City of San Diego, serves as Vice-Chair of the Board; and Richard K. Smith,
representing the Helix Water District, serves as Secretary of the Board.
The Board has five standing committees: Administrative and Finance; Engineering and Operations;
Imported Water; Legislation, Conservation and Outreach; and Water Planning. These committees review Water
Authority matters and recommend action to be taken by the Board.
Management. Maureen A. Stapleton serves as General Manager of the Water Authority. Ms. Stapleton
became General Manager of the Water Authority in January 1996 following nine years of service at the City of San
Diego as Deputy City Manager and Assistant City Manager. Ms. Stapleton has over 25 years of experience in
municipal government in a variety of positions. Ms. Stapleton received her Bachelor of Science degree from
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California State Polytechnic University, Pomona and earned her Master of Public Administration from California
State University Consortium, Long Beach.
Daniel S. Hentschke serves as the Water Authority’s General Counsel. Mr. Hentschke became the Water
Authority’s General Counsel in February 1998. Before joining the Water Authority, Mr. Hentschke was a member
of the Law Firm of Brown, Diven & Hentschke and served as City Attorney for the cities of Oceanside (1991-1998),
San Marcos (1988-1992), and Solana Beach (1986-1998). Prior to that, he was Assistant City Attorney for the City
of Carlsbad and Deputy City Attorney for the City of San Diego. He has extensive experience representing a variety
of California public agencies as general and special counsel and in public finance matters. Mr. Hentschke received a
Bachelor of Arts degree from the University of California, Santa Barbara, and earned his Doctor of Jurisprudence at
the University of the Pacific, McGeorge School of Law.
Frank Belock, Jr. serves as Deputy General Manager of the Water Authority. Mr. Belock joined the Water
Authority in August 2007. Before joining the Water Authority, Mr. Belock was employed by the Parsons
Corporation serving in the capacity of Area Manager for the San Diego office. Mr. Belock is a California registered
professional civil engineer. Prior to his employment with Parsons, he served as Water Department Director and
Director of Engineering and Capital Projects for the City of San Diego. Mr. Belock received his Bachelor of
Science degree in Civil Engineering from the University of Vermont and his Master of Public Administration from
San Diego State University.
Sandra L. Kerl serves as Deputy General Manager of the Water Authority. Ms. Kerl joined the Water
Authority in November 2009 following over twenty-five years of service in municipal management. Most recently
Ms. Kerl served as City Manager in the City of La Mesa. She received a Bachelor of Arts Degree in political
science from Cal Poly, San Luis Obispo and a Master of Business Administration Degree from the University of
Redlands.
Dennis A. Cushman serves as Assistant General Manager of the Water Authority. Prior to his appointment
as Assistant General Manager in August 2002, Mr. Cushman served as Public Affairs Director of the Water
Authority beginning in July 1997. Mr. Cushman has more than 20 years experience in public affairs and
management in the public and private sectors. He holds a Bachelor of Arts degree in journalism from San Diego
State University.
Eric L. Sandler serves as Director of Finance/Treasurer for the Water Authority. Mr. Sandler joined the
Water Authority in December 2005 as Deputy Director of Finance. He has over 15 years of experience in municipal
and infrastructure finance. Prior to joining the Water Authority, Mr. Sandler served as Director of Financial
Planning and Acting Director of Finance for the San Francisco Public Utilities Commission. Previously, Mr.
Sandler was employed by Lehman Brothers in the municipal investment banking group in San Francisco. Mr.
Sandler holds a Bachelor of Science degree in Biology from Stanford University and a Master of Business
Administration degree from the Haas School of Business at the University of California at Berkeley.
William J. Rose, P.E. serves as Director of Engineering of the Water Authority. Mr. Rose joined the Water
Authority in February 2001 as Director of Right of Way and, between 2009 and 2011, Mr. Rose served as the Water
Conservation Program Executive. Mr. Rose has 30 years of engineering and right of way experience at the regional
level working for San Diego Gas and Electric Company (“SDG&E”), the San Diego Metropolitan Transit
Development Board and the Water Authority. Mr. Rose received his bachelor’s degree in Civil Engineering from
California Polytechnic State University, San Luis Obispo, and is a registered civil engineer in California.
David G. Shank serves as the Financial Planning Manager for the Water Authority. Mr. Shank joined the
Water Authority in 2006. Prior to joining the Water Authority, Mr. Shank served as a consultant for Malcolm Pirnie
and a resource economist for the United States Department of Agriculture’s Economic Research Service. Mr. Shank
received a Master of Science degree from the University of California, Davis in Resource Economics, a Master of
Science degree from the University of Illinois at Urbana-Champaign in Environmental Engineering and a Bachelor
of Arts degree from Emory University in Economics.
Employee Relations. As of May 2, 2011, the Water Authority had 260 full-time equivalent employees.
Approximately [82.8]% of the employees are members of Teamsters Local 911 which is the recognized employee
organization designated to represent them in their employment relations with the Water Authority, including wages,
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hours and other terms and conditions of employment. The Water Authority’s current labor contracts with Local 911
are in effect through the fiscal year ending June 30, 2012.
CalPERS Defined Benefit Pension Plan. The Water Authority contributes to the California Public
Employees Retirement System (“CalPERS”), an agent multiple-employer public employee defined benefit pension
plan. CalPERS provides retirement, disability benefits, and death benefits to plan members and beneficiaries.
The Water Authority’s contribution to CalPERS for fiscal years ended June 30, 2009 and June 30, 2010
was $4,526,549 and $4,771,669, respectively. For the fiscal year ended June 30, 2010, the Water Authority’s annual
contribution rate was 16.204 percent of salaries and wages. For fiscal year 2011 and 2012 the contribution rates are
16.552 percent and 19.623 percent respectively. The Water Authority also pays 7 percent of the employees required
contribution and the employee pays the remaining 1 percent. As of June 30, 2009, the Water Authority’s unfunded
pension obligation as determined by CalPERS was approximately $40.1 million (representing a funded ratio of 69.7
percent based on the actuarial value of plan assets and 50.8 percent based on the market value of assets).
Effective July 1, 2010, Technical/Support, Professional/Administrative, and Managerial/Supervisory
employees increased the amount they pay toward their retirement plan (CalPERS) by one percent and an additional
2.5 percent increase will be effective July 1, 2011, for a total contribution of 4.5 percent. Executive, Senior
Management, and Confidential employees increased their contribution by 3.5 percent, for a total contribution of
4.5 percent effective July 1, 2010. For additional information on the Water Authority’s retirement plan obligation,
see APPENDIX A – WATER AUTHORITY FINANCIAL STATEMENTS.
Other Post Employment Benefits. The Water Authority established a Retiree Healthcare Plan (“Plan”), a
single-employer defined benefit retiree healthcare plan. This Plan, which is administered by the Water Authority,
provides employees who retiree directly from the Water Authority at age 55 with five years of service a cash subsidy
for monthly medical insurance premiums up to a cap of $200 per employee or $320 for employee plus spouse.
Payments cease at age 65 when the retiree or spouse is eligible for Medicare. If applicable, a cash subsidy for the
monthly medical premium continues up to a cap of $160 for a spouse until age 65 is attained. Surviving spouses are
also eligible for this benefit. Employees who retire directly from the Water Authority at age 55 with five years of
service are eligible to continue medical coverage as a participant with active employees at a blended premium rate
until eligible for Medicare at age 65 as an implied subsidy. The required contribution is based on projected pay-asyou-go financing requirements.
For the fiscal years ended June 30, 2009 and June 30, 2010, the Water Authority contributed $59,268 and
$72,133 in current premiums, respectively. The Water Authority’s unfunded liability for the Retiree Healthcare
Plan was approximately $3.0 million (representing a funded status of 0.00 percent), based on its most recent
actuarial valuation dated January 1, 2009. For additional information on the Water Authority's Reitree Healthcare
Plan obligations, see APPENDIX A – WATER AUTHORITY FINANCIAL STATEMENTS.
WATER AUTHORITY SERVICE AREA
The Water Authority’s service area lies within the foothill and coastal areas of the westerly third of San
Diego County, encompassing 947,289 acres (1,480 square miles). When the Water Authority was established in
1944, its service area consisted of 94,707 acres. Growth has primarily resulted from the addition of and annexation
of additional service areas by member agencies. The City of San Diego, with 213,121 acres, is the largest service
area within the Water Authority’s total service area. In its July 2000 county population estimate, the United States
Bureau of the Census ranked San Diego County the third largest county by population in California. Of the total
population of San Diego County, 97 percent live within the Water Authority’s service area. Based upon population
estimates provided by the member agencies, it is estimated that the population of the Water Authority’s service area
as of June 30, 2010 was 3,167,171. The population of the City of San Diego, estimated at 1,376,173 as of June 30,
2010, represented approximately 43 percent of the total population of the Water Authority’s service area.
The Water Authority’s service area is a semi-arid region where historically the natural occurrence of water
from rainfall and groundwater provides a firm water supply for only a small portion of the water needs of the current
population. Since 1990, the Water Authority has provided an average of 85 percent of the water supply within its
service area, with annual amounts ranging from a high of 95 percent in fiscal year ended June 30, 1990 to a low of
75 percent in fiscal year ended June 30, 1999. In fiscal year ended June 30, 2010, the Water Authority provided an
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estimated 87 percent of the water supply within its service area (excluding estimated conservation savings). As a
wholesaling entity, the Water Authority has no retail customers, but serves only its member agencies.
For additional demographic and economic information relating to San Diego County, see APPENDIX B ECONOMY OF SAN DIEGO COUNTY.
The following table sets forth the area of the Water Authority served by each member agency and the
population of each member agency service area as estimated by the respective member agencies.
AREA AND POPULATION – WATER AUTHORITY MEMBER AGENCIES
As of June 30, 2010

Member Agency
Carlsbad M.W.D.
City of Del Mar
City of Escondido
Fallbrook P.U.D.
Helix W.D.
Lakeside W.D.
City of National City
City of Oceanside
Olivenhain M.W.D.
Otay W.D.
Padre Dam M.W.D.
Pendleton Military Reservation
City of Poway
Rainbow M.W.D.
Ramona M.W.D.
Rincon del Diablo M.W.D.
City of San Diego
San Dieguito W.D.
Santa Fe I.D.
South Bay I.D.
Vallecitos W.D.
Valley Center M.W.D.
Vista I.D.
Yuima M.W.D.
Total Water Authority

Total Member
Agency
Service Area
(acres)

Percent of
Total Water
Authority
Service Area

20,640.0
1,443.0
21,569.0
27,988.0
31,350.0
11,488.0
4,812.4
26,982.5
30,942.1
80,320.0
54,402.2
134,625.0
25,047.0
47,260.4
46,523.7
10,596.1
213,121.0
5,652.7
10,359.0
13,836.9
29,450.0
64,253.0
21,167.1
13,460.0
947,289.1

2.18%
0.15
2.28
2.95
3.31
1.21
0.51
2.85
3.27
8.48
5.74
14.21
2.64
4.99
4.91
1.12
22.50
0.60
1.09
1.46
3.11
6.78
2.23
1.42
100.00%

Population
Estimate
80,800
4,580
141,788
32,000
263,642
35,500
59,341
183,095
66,872
205,994
99,100
50,000
52,056
18,000
40,000
29,546
1,376,173
38,979
21,682
126,756
87,728
25,707
125,962
1,870
3,167,171

Percent of Total
Water Authority
Service Area
Population
2.55%
0.14
4.48
1.01
8.32
1.12
1.87
5.78
2.11
6.50
3.13
1.58
1.64
0.57
1.26
0.93
43.45
1.23
0.68
4.00
2.77
0.81
3.98
0.06
100.00%

WATER AUTHORITY WATER SUPPLY
The Water Authority’s mission is to provide its service area a safe and reliable water supply. Historically,
the principal source of supply for the Water Authority’s service area has been water purchased by the Water
Authority from The Metropolitan Water District of Southern California (“MWD”) for sale to the Water Authority’s
member agencies. However, historic supply shortage events and continued population growth in the Water
Authority’s service area have reinforced the need for diversification of the Water Authority’s water supply.
Therefore, consistent with its mission statement, the Water Authority has actively pursued a strategy of supply
diversification that includes the acquisition and importation of additional water supplies, the development of
additional local water supply projects and augmentation of its water supply via local and regional water storage
capacity. Water supplies utilized within the Water Authority service area originate from two sources: (1) water

OHS WEST:261157843.5
Page 203 of 563

18

imported by the Water Authority and (2) local supplies (such as local runoff, groundwater, recycled water and,
prospectively, seawater desalination). The Water Authority has implemented programs and supported new
technologies to assist its member agencies' efforts to increase local supply development. Recent years have also
seen the diversification of the Water Authority’s sources of imported water through water transfer agreements. See
Quantification Settlement Agreement.
MWD remains the Water Authority’s largest source of imported water. See Water Purchases from The
Metropolitan Water District of Southern California. MWD obtains its water supply from two primary sources:
the Colorado River, via MWD’s Colorado River Aqueduct, and the State of California Department of Water
Resources’ State Water Project (“SWP”), via the Edmund G. Brown California Aqueduct. A map in the front
portion of this Official Statement provides the location of the Colorado River Aqueduct and the California
Aqueduct. See MWD Water Supply.
As an alternative to purchasing all of its imported water from MWD, the Water Authority has begun to
diversify its purchases through core supply transfers and dry-year transfers. Since 2003, the Water Authority has
been receiving a portion of its imported water pursuant to the terms of the Quantification Settlement Agreement
(“QSA”) among the State of California acting by and through the Department of Fish and Game (the “DFG”), the
Coachella Valley Water District (“CVWD”), the Imperial Irrigation District (“IID”) and the Water Authority,
executed on October 10, 2003, the Water Transfer Agreement (defined below) and other QSA related agreements.
See Quantification Settlement Agreement. Water that the Water Authority receives from IID is conveyed through
the Colorado River Aqueduct pursuant to an exchange agreement with MWD. The Water Authority began receiving
transfer water from IID in December 2003. Starting with the initial delivery of 10,000 acre-feet, the amount of
water to be delivered is increasing according to an agreed-upon schedule until the maximum transfer yield of
200,000 acre-feet per year is achieved in 2021. (Quantities of water are expressed in terms of acre-feet (AF). An
acre-foot is the amount of water that will cover one acre to a depth of one foot and is equivalent to approximately
326,000 gallons, which is approximately the average annual water use of two households of four persons each.) In
addition, the Water Authority’s portfolio includes imported supplies from water conserved as a result of the lining of
the All-American Canal and the Coachella Canal . The Water Authority began receiving water from the Coachella
Canal Lining Project in 2007, and in 2010 received almost 80,000 acre-feet from Coachella Canal Lining Project
and All-American Canal Lining Project transfers. See Quantification Settlement Agreement. The Water
Authority also successfully secured dry-year water transfers to provide supplemental supplies to the region during
MWD’s mandatory cutbacks to full service customers that started in July 2009 and ended in April 2011. Dry-year
transfers are short-term transfers or leases, typically agreed to and completed within one to three years. The Water
Authority’s progress in supply diversification for the last five fiscal years is set forth in the following table:
Water Authority Service Area Water Supply
Fiscal Year Ended June 30 (In Acre-Feet)
2006

Supply Source
MWD(1)
IID Transfer
Canal Lining
Dry Year Transfer
Surface Water(2)
Groundwater
Recycled Water
Total

541,620
35,000
--80,850
14,956
14,828
687,254

2007
605,559
45,000
10,750
-40,197
19,451
20,936
741,893

2008

2009

2010

528,321
50,000
30,582
-39,339
18,475
25,214
691,931

441,545
55,000
59,244
-43,757
18,031
26,323
643,900

334,814
65,000
79,626
15,520
27,335
18,556
25,592
566,443

1

Drop in post -2007 demand on MWD due to ramp-up of extraordinary conservation savings,
lingering economic downturn, and MWD mandatory cutbacks.

2

Reduction in surface water use attributed to multiple consecutive years of below normal rainfall
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The Water Authority continues to pursue regional supply diversification efforts through the support of
long-term planning efforts for local surface water, groundwater, recycled water, local seawater desalination and
conservation efforts. See Future Water Supply.
Water storage facilities are also critical to assuring consistent water availability notwithstanding fluctuation
in available supply. The Water Authority has entered into agreements to expand available storage capacity. See
WATER AUTHORITY WATER FACILITIES – Water Storage. One of the purposes of the Water Authority's
Capital Improvement Program is to interconnect a number of member agency storage facilities. Another purpose is
to enhance the Water Authority’s own storage capacity. See THE CAPITAL IMPROVEMENT PROGRAM.
Local Water Supplies
In 1990, San Diego County area local supplies consisted primarily of surface water and groundwater
sources which represented only 5 percent of the region’s total water supply. These sources are heavily dependent
upon precipitation and are cyclical in nature. Over the last several decades, total local supplies have ranged from a
low of approximately 33,000 acre-feet in fiscal year ended June 30, 1991 to more than 152,000 acre-feet in fiscal
year ended June 30, 1999. A number of the member agencies have storage facilities for the impounding of local
runoff and water purchased from the Water Authority. The total capacity of such storage is approximately 590,000
acre-feet. Such storage is generally only available to the member agencies operating these facilities and is generally
not available for use by other member agencies, since most storage facilities are currently not interconnected.
However, some member agencies are able to sell water to certain other agencies under separate agreements.
By 2010, local supplies increased to approximately 15 percent of the region’s supply portfolio. This was
achieved through the development of recycled supplies and expanded groundwater use. The Water Authority has
encouraged development of these additional local water supply projects through the award of Local Water Supply
Development (“LWSD”) incentives of up to $200 per acre-foot for recycled water and groundwater produced and
beneficially reused within the Water Authority’s service area. The purpose of the Water Authority's LWSD
program is to promote the development of cost-effective water recycling and groundwater projects that prevent or
reduce a demand for imported water and improve regional water supply reliability. The LWSD Program reimburses
member agencies for all or a portion of the difference between the actual per acre-foot cost of producing recycled
water, and the revenue generated by the LWSD participant through the sale of that acre-foot of recycled water (not
to exceed $200 per acre-foot). In February 2008, the program was expanded to include funding for local brackish
and seawater desalination projects.
The Water Authority also provides financial assistance through the Local Investigations and Studies
Assistance (“LISA”) program for conceptual-level studies to evaluate potential new member agency local water
supply projects. The LISA program provides matching grant funding on a 50-50 cost sharing basis for exploratory
project development activities including feasibility studies, field investigations, and environmental studies and
documentation. The Water Authority has committed $5.7 million over the term of the agreements, the last of which
is scheduled to expire on December 31, 2012, to assist its member agencies with studies to develop additional new
local supplies. The Water Authority’s remaining obligation for existing grant funding agreements totals $1.6
million for fiscal years ending June 20, 2012 and June 20, 2013. The grant funding program has been discontinued
for the immediate future and additional studies will not be funded in the budget cycle ending June 30, 2013.
Water Purchases from The Metropolitan Water District of Southern California
The Water Authority is a member agency of MWD. MWD was created in 1928, under authority of the
Metropolitan Water District Act (California Statutes 1927, Chapter 429, as reenacted in 1969 as Chapter 209, as
amended) (the “MWD Act”). MWD’s primary purpose is to provide a supplemental supply of wholesale water for
domestic and municipal uses to its constituent agencies. The MWD service area comprises approximately 5,200
square miles and includes portions of the six counties of Los Angeles, Orange, Riverside, San Bernardino, San
Diego and Ventura. There are 26 member agencies of MWD, consisting of 14 cities, 11 municipal water districts
and the Water Authority. A Board of Directors, currently numbering 37 members, governs MWD. Each constituent
agency has at least one representative on the MWD’s Board. Representation and voting rights are based upon the
assessed valuation of property within each constituent agency. As of fiscal year ending June 30, 2010, the City of
Los Angeles, the San Diego County Water Authority and the Municipal Water District of Orange County comprise
over 50 percent of MWD’s voting entitlement at 19.44%, 17.99% and 16.94% respectively. The Water Authority
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has four members on the MWD’s Board. The total population of the MWD service area is currently estimated to be
almost 19 million.
The Water Authority is the largest purchaser of water from MWD. In the fiscal year ended June 30, 2010,
the Water Authority’s estimated water purchases from MWD represented approximately 20 percent of MWD’s total
deliveries.
In the fiscal year ended June 30, 2010, MWD supplied approximately 1.6 million acre-feet of water to its
member agencies. MWD faces a number of challenges in providing a reliable and high quality water supply for
southern California. These include, among others: (1) population growth within the service area; (2) increased
environmental regulations; (3) increased competition for low-cost water supplies; and (3) variable weather
conditions. Supply deficiencies can occur during periods of drought. While MWD plans and manages reserve
supplies to account for normal occurrences of drought conditions, the recent drought conditions and regulatory
restrictions, have placed additional limitations on MWD’s ability to provide water to its member agencies. See
MWD Water Supply.
The MWD Act provides a preferential entitlement for the purchase of water by each of the MWD member
agencies. This preferential right is based upon a ratio of all payments made to MWD by each member agency on tax
assessments and other payments toward the capital cost and operating expense of MWD, except purchases of water,
to all such payments made by all member agencies. Based upon the formula as applied by MWD, as of June 30,
2010 the Water Authority has a statutory preferential right to 17.47 percent of MWD’s total supply.
It is MWD’s declared policy to meet all the supplemental needs of each of its member agencies, including
the Water Authority. It’s Act provides for its member agencies an allocation of water based on their preferential
rights. Historically, during extreme supply shortages, MWD’s Board has adopted other allocation plans to restrict
MWD supplies to its member agencies to reduce water use. Most recently, MWD adopted a shortage allocation
method in February 2008 (the “WSAP”). The method allows MWD to allocate water based on uniform reduction by
class of water service, with adjustments made for growth, loss of local supply, declines in demand due to
implementation of water conservation, and the degree of a member agency’s dependence on MWD for its total water
supply, as well as other water supply related factors. On July 1, 2009, MWD implemented Level 2 of its water
supply allocation plan and began allocating full service supplies among its member agencies pursuant to the plan. In
the spring of 2010, MWD took action to extend its mandatory allocations for a second consecutive fiscal year
beginning July 1, 2010. However based on the current water supply outlook, improved storage conditions, and
reduced water demands the MWD board took action to terminate the Water Supply Allocation Level 2 allocation
effective April 13, 2011, and determined not to implement any cutback for fiscal year ending June 30, 2012. See
INFORMATION CONCERNING THE METROPOLITAN WATER DISTRICT OF SOUTHERN
CALIFORNIA.
MWD Water Supply
Colorado River Water. Under applicable laws, agreements and treaties governing the use of water from the
Colorado River, California is entitled to 4.4 million acre-feet of Colorado River water annually, plus one-half of any
surplus that may be available collectively for Arizona, California and Nevada as declared on an annual basis by the
United States Secretary of the Interior. Under a priority system that governs the distribution of Colorado River
water made available to California, MWD holds the fourth priority right of 550,000 acre-feet per year and a fifth
priority right of 662,000 acre-feet per year. MWD’s fourth priority right is within California’s basic annual
apportionment of 4.4 million acre-feet; however, the fifth priority right is outside of this entitlement and therefore is
not considered a firm supply. (For a description of the priority of various California water users see the chart under
Quantification Settlement Agreement). Until 2003, MWD had been able to take full advantage of its fifth priority
right as a result of the availability of surplus water and apportioned but unused water by other states. However,
Arizona and Nevada have increased their use of water from the Colorado River, reducing the availability of unused
apportionment for California. In addition, a severe drought in the Colorado River Basin reduced storage in system
reservoirs, such that MWD stopped taking surplus deliveries in 2003 in an effort to mitigate the effects of the
drought. Prior to 2003, MWD could divert over 1.2 million acre-feet (its aqueduct capacity) in any year, but since
that time, MWD’s net diversions of Colorado River water have been limited to a low of approximately 633,000
acre-feet in 2006 and a high of approximately 1,105,232 acre-feet in 2009. Average annual net deliveries for 2003
through 2010 were approximately 849,500 acre-feet, with annual volumes dependent primarily on availability of
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unused higher priority agricultural water and increasing transfers of conserved water. For 2011, MWD projects that
its Colorado River deliveries will reach about 700,000 acre-feet, which includes 161,000 acre-feet of the Water
Authority’s QSA supplies. MWD also plans to leave an additional 200,000 acre-feet of intentionally-created surplus
water in Lake Mead for future withdrawals. These deliveries include the Water Authority’s QSA water supplies
conveyed by MWD in accordance with the Water Authority’s Exchange Agreement with MWD.
Colorado River Aqueduct. The Colorado River Aqueduct is owned and operated by MWD. Work on the
Colorado River Aqueduct commenced in 1933 and water deliveries started in 1941. Additional facilities were
completed by 1961 to meet additional requirements of MWD’s member agencies. The Colorado River Aqueduct is
242 miles long, starting at Lake Havasu and terminating at Lake Mathews in Riverside County. After deducting
evaporation and seepage losses in transporting and storing the water and considering maintenance requirements, the
maximum capacity available for delivery by MWD to its member agencies is approximately 1.2 million acre-feet per
year.
Management of California’s Colorado River Water Supply. In response to Arizona and Nevada increasing
use of their respective apportionments in the late 1990s and the uncertainty of continued surpluses on the Colorado
River, the Colorado River Board of California (“CRB”), in consultation with MWD, IID, the Palo Verde Irrigation
District (“PVID”), CVWD, the Los Angeles Department of Water and Power, and the Water Authority, embarked
on the development of a plan for reducing California’s use of Colorado River water to its basic annual
apportionment of 4.4 million acre-feet when necessary (the “California Plan”). In 1999, MWD, IID, CVWD and the
State agreed to a set of Key Terms aimed at managing California’s Colorado River supply. These Key Terms were
incorporated into CRB’s May 2000 California Plan that proposed to optimize the use of the available Colorado
River supply through water conservation, transfers from higher priority agricultural users to the Water Authority’s
and MWD’s service area, and storage programs.
Many of the core elements of the California Plan are being put into effect under the QSA. The QSA
establishes Colorado River water use limits for IID, CVWD and MWD, provides for specific acquisitions of
conserved water and water supply arrangements for up to 75 years, and restores the opportunity for MWD to receive
special surplus water under the Interim Surplus Guidelines. The QSA also allows MWD to enter into other
cooperative Colorado River supply programs, modify existing conservation and cooperative water supply
agreements consistent with the QSA, and set aside several disputes among California’s Colorado River water
agencies. See Quantification Settlement Agreement for a discussion of the Water Authority’s QSA supplies.
MWD Colorado River Supply Programs. MWD has taken steps to enhance its share of Colorado River
water through agreements with other agencies that have rights to use such water. Under the 1988 Conservation
Agreement between MWD and IID, IID constructed conservation projects that are providing 105,000 acre-feet of
conserved water per year to MWD. Under the QSA, MWD agreed to forgo up to 20,000 acre-feet of this water for
CVWD’s use. In 1992, MWD entered into an agreement with the Central Arizona Water Conservation District
(“CAWCD”) to demonstrate the feasibility of CAWCD storing Colorado River water in central Arizona for the
benefit of an entity outside of Arizona. In August 2004, MWD and PVID entered into a Land Management Crop
Rotation and Water Supply Program. This program produces up to 133,000 acre-feet of water to MWD in certain
years. In October 2004, MWD entered into a storage and interstate release agreement with Southern Nevada Water
Authority (“Nevada”). Under this program, Nevada can request MWD to store unused Nevada apportionment in
California. As part of a recently executed amendment, it is expected that Nevada will not request return of this
water before 2022. The stored water provides flexibility to MWD for blending Colorado River water with State
Water Project water and improves near-term water supply reliability. These programs, along with the Water
Authority’s QSA supplies, help maintain MWD’s access to the Colorado River water.
Colorado River Operations, Shortage, and Surplus Guidelines. In December 2007, the Secretary of the
Interior executed a Record of Decision (“ROD”) for guidelines that determine potential shortage allocations among
the Lower Basin states and revise reservoir operations (Colorado River Interim Guidelines for Lower Basin
Shortages and the Coordinated Operations for Lake Powell and Lake Mead). Under the guidelines, California
would not have to share in any of the potential annual shortages identified by the Secretary up to 500,000 acre-feet.
The ROD also extended existing Interim Surplus Guidelines (“ISG”) until 2026, which determine when surplus
water is available for California, Arizona and Nevada. Availability of ISG surplus water depends upon whether
drought conditions continue and how fast storage in the Colorado River Basin can recover from present conditions.
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The ROD also provided a way for Lower Basin Colorado River water contractors and others to create a storage
account, under a program called Intentionally Created Surplus (“ICS”). Under ICS provisions, MWD can
implement water conservation programs to create a storage account in Lake Mead of up to 1,500,000 acre-feet.
When other surplus is not available and the Colorado River is not in shortage condition, MWD could call for the
delivery of 375,000 acre-feet of this stored water in any year (400,000 acre-feet if water were needed to avoid
shortages within the MWD service area). As of January 2011, MWD has approximately 257,000 acre-feet in its ICS
accounts, made up of water conserved by fallowing in the Palo Verde Valley and from the yield allocated to MWD
from the Drop 2 Reservoir Project and the Yuma Desalter pilot run.
From October 2010 through April 2011, precipitation in the Colorado River Basin was significantly above
normal. On May 1, 2011, Upper Colorado River Basin snowpack measured 150% of normal with accumulations at
the highest level on record and the annual runoff forecast for Lake Powell increased to 145 percent of average. This
wet year followed a prolonged drought in the Upper Colorado River Basin from 2000 through 2010 with average
annual runoff of 69 percent of normal. In November 2010, Lake Mead’s elevation had dropped to 1,081 feet, the
lowest since the initial filling of the reservoir in 1937. Lake Mead’s elevation is projected to reach 1,113 feet by
December 2011. Each ten-foot increase in Lake Mead’s elevation represents approximately 1 million acre-feet of
increased storage.
Environmental Considerations. Several fish species and other wildlife species either directly or indirectly
have the potential to affect Colorado River operations, thus changing power operations and the amount of water
deliveries to the Colorado River Aqueduct. A number of species that are on either “endangered” or “threatened”
lists under the federal and/or California endangered species acts (“ESAs”) are present in the area of the Lower
Colorado River. To address this issue, a broad-based state/federal/tribal/private regional partnership, which includes
water, hydroelectric power and wildlife management agencies in Arizona, California and Nevada, developed a
multi-species conservation plan for the main stem of the Lower Colorado River (the Lower Colorado River MultiSpecies Conservation Program or “MSCP”). The MSCP allows MWD to obtain federal and state permits for any
incidental take of protected species resulting from current and future water and power operations and diversions on
the Colorado River. The MSCP also covers operations of federal dams and power plants on the Colorado River.
Seismic Considerations. Portions of the Colorado River Aqueduct are located near earthquake faults,
including the San Andreas Fault. The five pumping plants on the Colorado River Aqueduct have been buttressed to
better withstand seismic events. Other components of the Colorado River Aqueduct are monitored for any necessary
rehabilitation and repair. Supplies are dispersed throughout MWD’s service area, and a six-month reserve supply of
water normally held in local storage provides reasonable assurance of continuing water supplies during seismic
events. MWD has developed an emergency plan that calls for specific levels of response appropriate to an
earthquake’s magnitude and location. However, no assurance can be made that a significant seismic event would
not cause damage to project structures, which could thereby interrupt the supply of water from the Colorado River
Aqueduct.
State Water Project. MWD’s other major source of water is the State Water Project (“SWP”). The SWP is
owned by the State of California and operated by the State Department of Water Resources (“DWR”). The SWP
transports Feather River water stored in and released from Oroville Dam and unregulated flows diverted directly
from the San Francisco Bay/Sacramento-San Joaquin Delta Estuary (“Bay-Delta”) south via the California Aqueduct
to four delivery points near the northern and eastern boundaries of MWD. The total length of the California
Aqueduct is 444 miles.
MWD is one of 29 agencies that have long-term contracts for water service from DWR, but is the largest
agency in terms of the number of people it serves (almost 19 million), the share of SWP water to which it is entitled,
and the total amount of annual payments made to DWR. MWD’s contract with DWR provides for the ultimate
delivery of 1,911,400 acre-feet per year (46 percent of the total SWP entitlement). MWD also retains a “call” on
100,000 acre-feet per year on water transferred to CVWD and the Desert Water Agency, if needed, so long as it pays
for the financial obligations associated with the water during the call period.
The SWP was originally intended to meet demands of 4.2 million acre-feet per year. Initial SWP facilities
were completed in the early 1970s, and it was envisioned that additional facilities would be constructed as contractor
demands increased. Several factors, including public opposition, increased costs, and increased non-SWP demands
for limited water supplies, combined to delay the construction of additional facilities. The quantity of SWP water
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available for delivery each year is controlled by both hydrology and operational considerations. Water received
from the SWP by MWD from 2002 through 2010, including water from water transfer, groundwater banking and
exchange programs varied from a low of 908,000 acre-feet in calendar year 2009 to a high of 1,800,000 acre-feet in
calendar year 2004. MWD’s allocation from the SWP for calendar year 2010 was 50 percent of its contracted
amount, or 955,750 acre-feet. In 2010, MWD took delivery of 1,129,062 acre-feet to its service area plus
approximately 175,000 acre-feet of net deliveries to storage in its Central Valley groundwater storage programs.
This includes SWP supplies from water transfers, groundwater banking and exchange programs delivered through
the California Aqueduct.
Due to drought conditions and the court-ordered restrictions described under “—Endangered Species Act
Considerations” below, then-California Governor Arnold Schwarzenegger issued a proclamation on February 27,
2009 declaring a statewide drought emergency. However, weather conditions varied over the past five years – from
dry conditions in the Sierra Nevada watershed from 2007 through 2009 to above-normal precipitation from January
2010 through March 2011. As a result of more favorable conditions on the SWP, on March 31, 2011, California
Governor Jerry Brown proclaimed an end to the statewide drought emergency.
For calendar year 2011, DWR’s initial allocation estimate to the contractors was set at 25 percent of
contracted amounts. This estimate was adjusted upwards to 50 percent, 60 percent, 70 percent and 80 percent of
contracted amounts as of December 16, 2010, January 20, 2011, March 15, 2011, and April 20, 2011, respectively.
The most recent allocation reflects significant above-normal precipitation and accumulated snowpack to levels of
179 percent of normal and greater. For MWD, the revised allocation, together with DWR Article 21 surplus
supplies, and other water transfers and exchanges, translates to 1,979,000 acre-feet of projected supplies in 2011
from the SWP. DWR may further revise allocations for 2011 if the hydrologic and water supply conditions further
improve.
Bay-Delta Regulatory and Planning Activities. The supply and reliability issues affecting the SWP are
largely a result of longstanding environmental issues in the Bay-Delta estuary. In addition to its importance to urban
and agricultural water users, the Bay-Delta is of critical ecological importance. The Bay-Delta is the largest estuary
on the West Coast of the United States and provides habitat for more than 750 plant and animal species. One
hundred fifty years of human activity have contributed to the destruction of habitat, the decline of several estuarine
and anadromous fish species, and the deterioration of water quality. These activities include increasing water
demands from urban and agricultural uses, the dredging and filling of tidal marshes, the construction of levees,
urban runoff, agricultural drainage, runoff from abandoned mines, and the introduction of non-native species.
The State Water Resources Control Board (“SWRCB”) is the agency responsible for setting water quality
standards and administering water rights throughout California. Decisions of SWRCB can affect the availability of
water to MWD and other users of SWP water. SWRCB exercises its regulatory authority over the Bay-Delta by
means of public proceedings leading to regulations and decisions. These include the Bay/Delta Water Quality
Control Plan (“WQCP”), which establishes the water quality standards and proposed flow regime of the estuary, and
water rights decisions which assign responsibility for implementing the objectives of the WQCP to users throughout
the system by adjusting their respective water rights. Since 2000, SWRCB’s Water Rights Decision 1641 has
governed the SWP’s ability to export water from the Bay-Delta for delivery to MWD and other SWP contractors.
The CALFED Bay-Delta Program is a collaborative effort among state and federal agencies to develop a
long-term solution to improve water supplies in California and the health of the Bay-Delta watershed. In August
2000, the federal government and the State of California issued a Record of Decision (“ROD”) and related
documents approving the final programmatic environmental documentation for the CALFED Bay-Delta Program.
Implementing the CALFED Bay-Delta Program during the first seven years has resulted in investment of $3 billion
on a variety of projects and programs to begin addressing the Bay-Delta’s water supply, water quality, ecosystem,
and levee stability problems. To guide future development of the CALFED Bay-Delta Program and identify a
strategy for managing the Bay-Delta as a sustainable resource, then-Governor Schwarzenegger in September 2006
established, by Executive Order, a Delta Vision process. The Delta Vision process is tied to legislation that created
a cabinet-level committee tasked with developing a strategic vision for the Delta. The 41-member Delta Vision
Blue Ribbon Task Force issued its Delta Vision Strategic Plan (the “Strategic Plan”) on October 17, 2008, providing
its recommendations for long-term sustainable management of the Bay-Delta. The Strategic Plan was reviewed by
the Delta Vision Committee, chaired by the State Secretary for Resources. The Implementation Report summarizing
the Delta Vision Committee's recommendations was submitted to then-Governor Schwarzenegger on December 31,

OHS WEST:261157843.5
Page 209 of 563

24

2008. These recommendations include completing the Bay Delta Conservation Plan (“BDCP”) and associated
environmental assessments to permit ecosystem revitalization and water conveyance improvements, identifying and
reducing stressors to the Bay-Delta ecosystem, strengthening levees, increasing emergency preparedness, continuing
funding for the CALFED ecosystem restoration program, updating Bay-Delta regulatory flow and water quality
standards to protect beneficial uses of water and working with the State Legislature on a comprehensive water bond
package to fund Bay-Delta infrastructure projects.
On November 4, 2009, the State Legislature passed a comprehensive package of water legislation that
included five bills (four of which were subsequently signed by then Governor Schwarzenegger) (the “2009 State
Water Legislation”) addressing California’s statewide water situation, with particular emphasis on the Bay-Delta.
The 2009 State Water Legislation includes, among other things, a 20 percent water conservation mandate for most
localities in the State by 2020, new regulations regarding voluntary monitoring of groundwater levels by localities,
and an $11.1 billion State general obligation bond measure that would provide funding for projects and programs
throughout the State and in the Bay-Delta. Major categories of bond funding would include statewide water system
operational improvements, Bay-Delta sustainability, water supply reliability, conservation and watershed protection,
groundwater protection and water quality improvements, and water recycling and water conservation. The bond
measure was scheduled to be included on the November 2010 ballot; however, in August 2010, the State Legislature
postponed the bond election to 2012. The 2009 State Water Legislation also directed that the Bay-Delta be managed
with dual goals of water supply reliability and ecosystem protection and created two new governmental agencies –
the Delta Stewardship Council and the Sacramento-San Joaquin Delta Conservancy. The Delta Stewardship
Council, formed in February 2010, is CALFED’s successor agency and was directed to adopt and oversee
implementation of a comprehensive management plan for the Bay-Delta by January 1, 2012, which would include
the BDCP upon meeting certain conditions. The final BDCP and environmental reports are scheduled for
completion by mid-2012. The Sacramento-San Joaquin Delta Conservancy will implement ecosystem restoration
activities in the Bay-Delta. Delaying the bond election did not impact other parts of the 2009 State Water
Legislation. At this time, the Water Authority cannot predict what effect the 2009 State Water Legislation will have
on the operations and finances of the Water Authority.
Endangered Species Act Considerations. The listing of several fish species as threatened or endangered
under the federal or California Endangered Species Acts (respectively, the “Federal ESA” and the “California ESA”
and, collectively, the “ESAs”) have adversely impacted SWP operations and limited the flexibility of the SWP.
Currently, five species (the winter-run and spring-run Chinook salmon, Delta smelt, North American green sturgeon
and Central Valley steelhead) are listed under the ESAs. In addition, on June 25, 2009, the California Fish and
Game Commission declared the longfin smelt a threatened species under the California ESA. The Federal ESA
requires that before any federal agency authorizes funds or carries out an action it must consult with the appropriate
federal fishery agency to determine whether the action would jeopardize the continued existence of any threatened
or endangered species, or adversely modify habitat critical to the species’ needs. The result of the consultation is
known as a “biological opinion” or “BiOp” In the biological opinion the federal fishery agency determines whether
the action would cause jeopardy to a threatened or endangered species or adverse modification to critical habitat and
recommends reasonable and prudent alternatives or measures that would allow the action to proceed without causing
jeopardy or adverse modification. The biological opinion also includes an “incidental take statement.” The
incidental take statement allows the action to go forward even though it will result in some level of “take,” including
harming or killing some members of the species, incidental to the agency action, provided that the agency action
does not jeopardize the continued existence of any threatened or endangered species and complies with reasonable
mitigation and minimization measures recommended by the federal fishery agency.
In 2004 and 2005, the United States Fish and Wildlife Service (“USFWS”) and National Marine Fisheries
Service (“NMFS”) issued biological opinions and incidental take statements that govern operations of the SWP and
the federal Central Valley Project (the “CVP”) with respect to the Delta smelt, the winter-run and spring-run
Chinook salmon and the Central Valley steelhead.
In July 2006, the United States Bureau of Reclamation (“USBR”) reinitiated consultation with the USFWS
and NMFS with respect to the 2004 and 2005 biological opinions (with the addition of the North American green
sturgeon, which was listed in April 2006) following the filing of legal challenges to those biological opinions and
incidental take statements. Under the Federal ESA, critical habitat also must be designated for each listed species.
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Critical habitat has been designated for each of the currently listed species, including the North American green
sturgeon.
In May 25, 2007, U.S. District Judge Oliver Wanger invalidated the Delta smelt BiOp that had guided the
SWP and CVP operations and ordered a new biological opinion be developed. In December 2007, Wanger issued
an injunction that reduced pumping from the end of December, when the fish are ready to spawn, until June, when
the smelt typically move away from the pumps. The ruling caused reductions in water exports by the SWP and CVP
in 2008. In December 2008, USFWS issued a new Delta smelt BiOp. MWD along with other agencies and
interested parties filed separate lawsuits in federal district court challenging the biological opinion, which the federal
court consolidated under the caption Delta Smelt Consolidated Cases. On December 14, 2010, Judge Wanger issued
a decision on summary judgment finding that there were major scientific and legal flaws in the Delta smelt
biological opinion and remanding the biological opinion to the USFWS for reconsideration. The court’s decision
invalidates some of the restrictions on the SWP operations contained in the Delta smelt biological opinion. On
May 4, 2011, Judge Wanger issued a decision directing the USFWS to complete a new draft biological opinion by
October 1, 2011 and to complete a final biological opinion with environmental documentation by December 1, 2013.
On June 4, 2009, the NMFS released its new biological opinion for salmonid species. The salmonid
species biological opinion contains additional restrictions on SWP and CVP operations. Six lawsuits have been filed
challenging the 2009 salmon biological opinion, which the court consolidated under the caption Consolidated
Salmon Cases. On May 25, 2010, the court granted the plaintiffs’ request for preliminary injunction in the
Consolidated Salmon Cases, which restrained enforcement of two requirements that limit exported water during the
spring months. Hearings on motions for summary judgment were held on December 16, 2010. It is unknown when
the court will issue a decision in the Consolidated Salmon Cases.
On November 13, 2009, the Center for Biological Diversity filed separate lawsuits challenging the
USFWS’ failure to respond to a petition to change the Delta smelt’s federal status from threatened to endangered
and the USFWS’ denial of federal listing for the longfin smelt. An agreement settling the longfin smelt litigation
was approved on February 2, 2011. Under the agreement, the USFWS agreed to complete a rangewide status review
of the longfin smelt and consider whether the Bay-Delta longfin smelt population, or any other longfin smelt
population from California to Alaska, qualifies as a "distinct population" that warrants federal protection. The
USFWS agreed to make a new determination on federal listing for the longfin smelt by September 30, 2011.
There are still hearings to be held on the biological opinion regarding salmon. In addition, the lawsuit by
the Center for Biological Diversity challenged the federal government's decision not to list the longfin smelt as
endangered. Should the federal government lose that lawsuit, the restrictions on pumping to protect the longfin
smelt may erase any gains in water supply resulting from Judge Wanger's 2010 decision.
In addition to the Federal ESA litigation, other environmental groups sued DWR on October 4, 2006 in the
Superior Court of the State of California alleging that DWR was “taking” listed species without authorization under
the California ESA. This litigation (Watershed Enforcers, a project of the California Sportfishing Protection
Alliance v. California Department of Water Resources) requested that DWR be mandated to either cease operation
of the SWP pumps, which deliver water to the California Aqueduct, in a manner that results in such “taking” of
listed species or obtain authorization for such “taking” under the California ESA. On April 18, 2007, the Superior
Court issued its Statement of Decision finding that DWR was illegally “taking” listed fish through operation of the
SWP export facilities. The Superior Court ordered DWR to ”cease and desist from further operation” of those
facilities within 60 days unless it obtained take authorization from the DFG. DWR appealed the order on May 7,
2007. The Court of Appeal subsequently issued a decision finding that DWR was a “person” under the California
ESA and subject to its take prohibitions. The State Water Contractors and Kern County Water Agency have filed
suit in state court challenging the Consistency Determinations under the California ESA that have been issued for
both Delta smelt and salmon. Those lawsuits challenging the Consistency Determinations are pending.
State Water Project Operational Constraints. DWR has altered the operations of the SWP to accommodate
species of fish listed under the ESAs. These changes in project operations have adversely affected SWP deliveries.
The impact on total SWP deliveries attributable to the Delta smelt and salmonid species biological opinions
combined is estimated to be one million acre-feet in an average year, reducing SWP deliveries from approximately
3.3 million acre-feet to approximately 2.3 million acre-feet for the year under average hydrology, and are estimated
to range from 0.3 million acre-feet during critically dry years to 1.3 million acre-feet in above normal water years.
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MWD received approximately 1,304,062 acre-feet of total water deliveries from the SWP in 2010, including its
basic allocation and supplies from water transfers and exchanges that were delivered through the California
Aqueduct. On August 24, 2010, DWR reported that approximately 800,000 acre-feet of water was lost from the
SWP for calendar year 2010 as a result of pumping restrictions, of which about 370,000 acre-feet would have been
made available to MWD. The initial allocation to SWP contractors for 2011 was 25 percent of their contracted
amounts, based on low storage in SWP reservoirs and regulatory agency restrictions on water exports from the BayDelta to protect listed fish species. DWR revisited this allocation as conditions changed and, following significantly
above-normal precipitation over the entire Sierra Nevada Range, and, on April 20, 2011, DWR announced an
allocation of 80 percent (1,529,200 acre-feet for MWD). Despite operational restrictions in 2011, high flows from
above-normal precipitation reaching the Bay-Delta have provided increased storage in SWP reservoirs and greater
than anticipated exports since late December 2010.
Operational constraints likely will continue until a long-term solution to the problems in the Bay-Delta is
identified and implemented. New litigation, listings of additional species or new regulatory requirements could
further adversely affect SWP operations in the future by requiring additional export reductions, releases of
additional water from storage or other operational changes impacting water supply operations. The Water Authority
cannot predict the ultimate outcome of any of the litigation or regulatory processes described above but believes
they could have a materially adverse impact on the operation of the SWP pumps, MWD’s SWP supplies and
MWD’s water reserves.
Seismic Considerations. Major portions of the California Aqueduct are located parallel to and near the San
Andreas and other faults. All major faults are crossed either by canal at ground level or by pipeline at very shallow
depths to ease repair in case of damage from movement along a fault. SWP facilities are designed to withstand
earthquakes without major damage. Dams, for example, are designed to accommodate movement along their
foundations and to resist earthquake forces on their embankments. Earthquake loads have been taken into
consideration in the design of project structures such as pumping and power plants. The location of check structures
on the canal allows for hydraulic isolation of the fault-crossing repair. No assurance can be made that a significant
seismic event would not cause damage to project structures, which could thereby interrupt the supply of water from
the California Aqueduct.
Integrated Water Resources Plan. MWD, its member agencies, sub-agencies and groundwater basin
managers developed MWD’s Integrated Water Resources Plan (the “MWD IRP”) that was adopted by the Board in
January 1996 as a long-term planning guideline for resources and capital investments. The purpose of the MWD
IRP was the development of a preferred resource mix to meet the water supply reliability and water quality needs for
the region in a cost-effective and environmentally sound manner. In 2004, MWD’s board adopted an updated MWD
IRP that reviewed the goals and achievements of the original MWD IRP, identified changed conditions for water
resource development and updated the resource targets through 2025. A key component of the updated plan was the
addition of a planning buffer. The planning buffer provided for the identification of additional supplies, both
imported and locally developed, to address uncertainty in future supplies and demands from factors such as the level
of population and economic growth which directly drive water demands, water quality regulations, new chemicals
found to be unhealthful, endangered species affecting sources of supplies, and periodic and new changes in climate
and hydrology. In October 2010, MWD’s board adopted an IRP update as a strategy to set goals and a framework
for water resources development. The 2010 IRP update recommends an “Adaptive Management” approach, which
it asserts will hedge against unforeseen uncertainties by establishing a three-component plan that includes: a Core
Resources Strategy, an “Uncertainty Buffer”, and Foundational Actions. Under this strategy, MWD potentially may
develop up to 500,000 acre-feet of additional buffer supplies beyond demands.
Additional MWD Water Supply Enhancements. MWD is currently pursuing voluntary water transfer and
storage and exchange programs with the State, federal, public and private water districts and individuals. MWD has
entered into groundwater basin storage agreements with the Arvin-Edison Water Storage District and the Semitropic
Water Storage District, an agreement with San Bernardino Valley Municipal Water District to coordinate the use of
facilities and SWP supplies and groundwater banking and exchange transfer agreements with the Kern Delta Water
District, the Mojave Water Agency, CVWD and the Desert Water Agency. In the fall of 2008, DWR convened the
State Drought Water Bank as a one-year program to help mitigate water shortages in 2009. MWD purchased 36,900
acre-feet (before carriage and conveyance losses) of the supplies through the bank. In addition, for calendar year
2010, MWD participated with other State Water Contractors to purchase 88,137 acre-feet (before carriage and
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conveyance losses); MWD also entered into two transactions with Westlands Water District and San Luis Water
District. Under the first transaction, MWD purchased 18,453 acre-feet; in the second, MWD accepted delivery of
110,692 acre-feet stored in San Luis Reservoir and will return up to two-thirds of that amount from MWD’s SWP
supply in 2011 for a net yield of about 37,000 acre-feet. MWD also entered into an agreement with DWR, in
December 2007, to purchase a portion of the water released by the Yuba County Water Agency (“YCWA”);
MWD’s agreement allows MWD to purchase at least 13,750 acre-feet to 35,000 acre-feet per year of water supplies
in dry years through 2025. For calendar years 2008, 2009 and 2010, MWD purchased 26,430 acre-feet, 42,915 acrefeet and 67,068 acre-feet of water, respectively, from YCWA under this program.
MWD Storage. The limitation on MWD’s Colorado River supplies required MWD to rely more on the
SWP to meet its demands. MWD’s SWP contract is for up to 1.9 million acre-feet per year. However, the
availability of SWP supply is more dependent on hydrologic conditions than MWD’s Colorado River supplies. To
mitigate the hydrologic variations, MWD devised a strategy to store excess SWP supplies during wet years for dry
year use. MWD’s storage capacity, which includes reservoirs, conjunctive use and other groundwater storage
programs within its service area and groundwater and surface storage accounts delivered through the SWP or CRA,
has increased to 5.83 million acre-feet. In July 2006, MWD had stored about 2.74 million acre-feet in various
storage facilities and accounts, including emergency supplies. Approximately 626,000 acre-feet of stored water is
emergency storage that is reserved for use in the event of supply interruptions from earthquakes or similar
emergencies. However, the Bay-Delta pumping restrictions to protect the Delta smelt severely limited MWD’s
ability to take water from the SWP during all hydrologic conditions. Additionally, the statewide drought limited the
amount of SWP water available to MWD. Since 2007, MWD has used storage to augment its limited imported
supplies. In February 2008, MWD’s board adopted the Water Supply Allocation Plan (See “MWD’s Water Supply
Allocation Plan”). By the end of 2010, as a result of favorable conditions on the SWP, aggressive conservation at
the retail level resulting in lower demands than estimated and some operational flexibility on the SWP, MWD’s
storage balance increased considerably. As of January 1, 2011, MWD had approximately 2.33 million acre-feet of
water in storage. Depending on member agencies’ demand levels, and if MWD were to take all the supplies
available, this could bring MWD’s total storage in 2011 up to about 3.2 million acre-feet, including emergency
supplies. ]On account of favorable supply conditions, on April 12, 2011, MWD’s board determined supply
allocation was no longer warranted for the fiscal year ending June 30, 2012 and terminated --effective April 13,
2011-- implementation of the fiscal year ending June 30, 2011 WSAP Level 2 allocation and the current Condition 3
– Water Supply Allocation declaration. Additionally, the 2011 Interim Agricultural Water Program reduction was
lifted.]
MWD’s Water Supply Allocation Plan. The WSAP sets forth specific formulas for calculating MWD’s
member agency supply allocations and the key implementation elements needed for administering an allocation
during shortages. The WSAP also calls for the MWD board to consider setting a WSAP level in April of a given
year, with implementation effective the following July through June. In April 2009, due to a low SWP Table A
allocation and significant withdrawals from its storage reserves, MWD’s board declared a regional “Water Supply
Condition 3 – Water Supply Allocation” and approved the implementation of the WSAP at a Regional Shortage
Level 2. This action resulted in MWD member agencies receiving an allocated supply during times of shortage and
was in effect from July 1, 2009 through June 30, 2010. In April 2010, the hydrology had not improved and storage
reserves continued to be drawn down, and MWD’s board again approved implementation of the WSAP from July 1,
2010 through June 30, 2011. However, based on the outlook of water supply, demand, and storage conditions by the
end of 2010 and anticipated end-of-year storage levels and the potential for further additional increases in supply in
2011, in April 2011, MWD terminated implementation of the allocation.
See INFORMATION CONCERNING THE METROPOLITAN WATER DISTRICT OF
SOUTHERN CALIFORNIA.
Water Transfers
Core water transfers have emerged as one of the Water Authority’s greatest alternatives to heavy reliance
upon purchases from MWD, thus helping accomplish the Water Authority’s supply diversification goal. In general,
water transfers typically involve purchasing water for a specified period of time from an agency or district that then
reduces its water use by the equivalent amount. The principle behind water transfers is that market forces will work
to reallocate water. The Water Authority/IID core water transfer, included in the QSA, is an example of this
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principle and will ultimately provide the Water Authority with 200,000 acre-feet per year by 2021. Between
calendar years 2003 and 2010 the Water Authority received 330,000 acre-feet from this transfer. Scheduled annual
deliveries beyond 2010 are as follows:
Calendar
Year

Transfer
Amount

2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021 - 2047

80,000
90,000
100,000
100,000
100,000
100,000
100,000
130,000
160,000
190,000
200,000

Quantification Settlement Agreement
The QSA and its related water transfer and other agreements outline how California will reduce its overuse
of Colorado River water over a 15-year period. The Water Authority’s Colorado River Program manages the
implementation of the Water Authority’s agreements under the QSA, including the Water Transfer Agreement and
the concrete lining of portions of the All-American and Coachella canals. The linchpin of the QSA is the Water
Authority/IID water transfer agreement described below. Under the QSA, the Water Authority will receive 30
percent of its water supply from the water transfer and canal lining projects by 2020.
The following table details the existing priorities of the various California users of Colorado River water.
Water purchased by the Water Authority from MWD was obtained by MWD pursuant to Priority 4 and, prior to
2003, Priority 5. Amounts received by the Water Authority pursuant to the QSA will be obtained pursuant to
Priority 3(a).
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PRIORITIES UNDER THE 1931 CALIFORNIA SEVEN-PARTY AGREEMENT(1)
Priority

Description

1

Palo Verde Irrigation District gross area of 104,500 acres of land in the Palo Verde
Valley

2

Yuma Project in California not exceeding a gross area of 25,000 acres in
California

3(a)

Imperial Irrigation District and other lands in Imperial and Coachella
Valleys(2) to be served by All-American Canal

3(b)

Palo Verde Irrigation District - 16,000 acres of land on the Lower Palo Verde
Mesa

4

Metropolitan Water District of Southern California for use on the coastal plain

Acre-Feet
Annually

3,850,000

550,000
4,400,000

SUBTOTAL
5(a)

Metropolitan Water District of Southern California for use on the coastal plain

550,000

5(b)

Metropolitan Water District of Southern California for use on the coastal plain(3)

112,000

6(a)

Imperial Irrigation District and other lands in Imperial and Coachella Valleys to be
served by the All-American Canal

6(b)

Palo Verde Irrigation District - 16,000 acres of land on the Lower Palo Verde
Mesa

5,362,000

TOTAL
7

300,000

Agricultural use in the Colorado River Basin in California

Remaining
surplus

Source: MWD.
(1)

(2)
(3)

Agreement dated August 18, 1931, among Palo Verde Irrigation District, Imperial Irrigation District, Coachella
Valley County Water District, Metropolitan, the City of Los Angeles, the City of San Diego and the County of
San Diego. These priorities were memorialized in the agencies' respective water delivery contracts with the
Secretary of the Interior.
The Coachella Valley Water District serves Coachella Valley.
In 1946, the City of San Diego, the Water Authority, MWD and the Secretary of the Interior entered into a
contract that merged and added the City of San Diego and the County of San Diego's rights to storage and
delivery of Colorado River water to the rights of MWD.

Water Authority/Imperial Irrigation District Water Transfer. In September 1995, the Water Authority
approved a Memorandum of Understanding with IID to negotiate a long-term transfer of conserved agricultural
water. In July 1996, the Water Authority and IID agreed to draft terms for a Cooperative Water Conservation and
Transfer Program. On April 29, 1998, the Water Authority and IID approved an Agreement for the Transfer of
Conserved Water (the “Water Transfer Agreement”). Concurrently with its approval of the QSA on October 10,
2003, the Water Authority executed a Revised Fourth Amendment to the Water Transfer Agreement and
commenced implementation of the water transfer. The Water Transfer Agreement provides that reliable water saved
through conservation measures in Imperial Valley will be transferred to the Water Authority through existing MWD
facilities. This water is highly reliable because it comes from IID’s Colorado River Water, Priority 3. This means
that water will likely remain available for transfer even during drought. Implementation of the water transfer began
in 2003 with a transfer of 10,000 acre-feet of water. The quantities increase according to an agreed-upon delivery
schedule, ultimately providing up to 200,000 acre-feet of water in 2021. This annual amount will continue to be
transferred after 2021 until as late as 2077. In 2011 and 2012, the Water Authority will receive 80,000 acre-feet and
90,000 acre-feet, respectively, of conserved water from this program.
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All-American Canal and Coachella Canal Lining Projects. As part of the QSA and related contracts, the
Water Authority was assigned MWD’s rights to approximately 77,700 acre-feet per year of conserved Colorado
River water from projects to line portions of the previously earthen All-American Canal (All-American Canal
Lining Project or “AACLP”) and the Coachella Canal (Coachella Canal Lining Project or “CCLP”) pursuant to an
Allocation Agreement among various parties to the QSA (the “Allocation Agreement”). The AACLP is expected to
yield approximately 56,200 acre-feet of Colorado River water per year and the CCLP is expected to yield
approximately 21,500 acre-feet per year. Under the Allocation Agreement, IID has certain limited call rights to a
portion of the conserved water, but exercise of call rights would extend the term of the deliveries to the Water
Authority. The canal lining projects will reduce the loss of water that occurred through seepage and the conserved
water is to be delivered to the Water Authority. This is expected to provide the Water Authority’s service area with
an additional 8.5 million acre-feet of water over the 110-year life of the agreement. IID and the CVWD managed
the design, permitting, contracting, and construction of the two projects.
Construction work on the CCLP was deemed complete in April 2007. Water was turned into the newly
lined canal starting on December 4, 2006 and the facility was taking full flow by December 21, 2006. In December
2007 the Water Authority and CVWD executed an agreement that allows up to an additional 4,850 acre-feet of
conserved water that was previously considered necessary for environmental mitigation to be available for delivery
to the Water Authority. USBR issued a final “secretarial determination” with a total project yield of 30,850 acrefeet/year, except that for calendar years 2007 and 2008 the quantity of conserved water by the CCLP was
determined to be 27,850 acre-feet/year. The terms of the agreement provide that the Water Authority will receive up
to an additional 1,850 acre-feet in calendar years 2007 and 2008, and up to 4,850 acre-feet/year thereafter. Although
the actual total net supply available in any year will depend upon how much of the additional water may be
necessary for environmental mitigation, the Water Authority expects to receive 2,500 acre-feet/year on average of
the additional 4,850 acre-feet/year derived from the project. The project is still implementing environmental
mitigation measures, including a fishery mitigation pond and habitat restoration, and monitoring mitigation sites.
Most of this work is expected to be completed by the end of calendar year 2012.
Construction work began on the AACLP in 2007 and water began flowing in the new canal in February
2009. The lining project consisted of constructing a concrete-lined canal parallel to 23 miles of the existing AllAmerican Canal form Pilot Knob to Drop 3. Minor project work items must be completed before the project is
deemed complete by USBR. The items include administrative reports, such as a construction report that provides a
record of project construction, and a project cost report. The project must also continue to monitor environmental
mitigation sites. These tasks are expected to be completed by the end of calendar year 2011. The Water Authority
is expected receive 56,200 acre-feet of water per year in equal monthly installments from this project.
The 2003 Exchange Agreement between the Water Authority and MWD provides for the delivery of the
conserved water from the canal lining projects through MWD conveyance. Pursuant to the 2003 Exchange
Agreement, MWD will deliver the canal lining water for the term of the Allocation Agreement (110 years) and the
Water Authority will pay MWD’s applicable wheeling rate for each acre-foot of exchange water delivered. Between
calendar years 2007 and 2010 the Water Authority has received a total of 235,973 acre feet from these two projects.
Scheduled deliveries beyond 2010 will average 80,000 acre-feet per year, which includes additional available water
from the CCLP.
Quantification Settlement Agreement Related Litigation. On November 5, 2003, IID filed a validation
action in Imperial County Superior Court, seeking a judicial determination that thirteen agreements associated with
the IID/SDCWA water transfer and the QSA are valid, legal and binding. Other lawsuits also were filed
contemporaneously challenging the execution, approval and implementation of the QSA on various grounds. All of
the QSA cases were coordinated in Sacramento Superior Court. Between early 2004 and late 2009, a number of
pretrial challenges and dispositive motions were filed by the parties and ruled on by the court, which reduced the
number of active cases and narrowed the issues for trial, the first phase of which began on November 9, 2009 and
concluded on December 2, 2009. One of the key issues in this first phase was the constitutionality of the QSA Joint
Powers Agreement (the "QSA JPA Agreement"), pursuant to which IID, CVWD and the Water Authority agreed to
commit $163 million toward certain mitigation and restoration costs associated with implementation of the QSA and
related agreements, and the State agreed to be responsible for any costs exceeding this amount. A final judgment
was issued on February 11, 2010, in which the court held that the State’s commitment violated Article XVI,
Section 7 of the State’s debt limitation under the California Constitution. The court also invalidated eleven other
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agreements, including the QSA, because they were inextricably interrelated with the QSA JPA Agreement. Lastly,
the court ruled that all other claims raised by the parties, including CEQA claims related to the QSA Programmatic
EIR and the IID Transfer Project EIR, are moot. The Water Authority, MWD, IID, CVWD, the State and others
have appealed various aspects of the court’s ruling, which has been stayed pending outcome of the appeal. The
appeal is pending in the Third District Court of Appeal. If the ruling stands, it could delay the implementation of
programs authorized under the QSA or result in increased costs or other adverse impacts. The impact, if any, that the
ruling might have on the Water Authority’s water supplies cannot be determined at this time.
On January 28, 2010, the Water Authority was served with a federal complaint filed by the County of
Imperial and the Imperial County Air Pollution Control District alleging that execution and implementation of three
QSA-related agreements violate the National Environmental Policy Act and federal Clean Air Act. The complaint
names the Department of Interior, Secretary of Interior, USBR and Commissioner of Reclamation as defendants,
and the Water Authority, MWD, CVWD and IID as real parties in interest. The Water Authority and the other
defendants and real parties filed separate answers to the complaint and later intervened as additional defendants. On
September 9, 2010, the administrative record was filed with the court. However, on March 14, 2011, the case was
transferred to a new judge and all existing filing and hearing dates were subsequently vacated. No schedule has since
been issued by the court. The impact, if any, that the litigation might have on the Water Authority’s water supplies
cannot be determined at this time.
Salton Sea Environmental Issues. A complicating factor in the implementation of the QSA has been the
fate of the Salton Sea. The Salton Sea is an important habitat for a wide variety of fish-eating birds as a stopover
spot along the Pacific flyway. Some of these birds are listed as threatened or endangered species under the Federal
ESA and the California ESA. Located at the lowest elevations of an inland basin and fed primarily by agricultural
drainage with no outflows other than evaporation, the Salton Sea is on a trend towards hyper-salinity, which has
already impacted the Salton Sea’s fishery. This fishery has historically been suitable habitat for the fish-eating
birds. The transfer of water from IID to the Water Authority will reduce the volume of agricultural run-off from IID
into the Salton Sea, which in turn may accelerate the natural trend of the Salton Sea to hyper-salinity. The
appropriate mitigation for impacts to the Salton Sea from the Water Authority/IID water transfer and the larger issue
of Salton Sea restoration has been addressed by State legislation implementing the QSA. In passing that legislation,
the State Legislature committed the State to undertake restoration of the Salton Sea ecosystem. Restoration of the
Salton Sea is subject to selection and approval of an alternative by the State Legislature and funding of the
associated capital improvements and operating costs. The Secretary for Resources recommended an $8.9 billion
preferred alternative for restoration of the Salton Sea to the State Legislature in May 2007. While withholding
authorization of the preferred alternative, the State Legislature approved funds from Proposition 84 to undertake
demonstration projects and investigations called for in the Secretary’s recommendation. In September 2010 the
State Legislature established a Salton Sea Restoration Council for the purpose of evaluating a Salton Sea restoration
plan that is to be submitted to the Governor and Legislature by June 30, 2013. The Council is comprised of 16
voting members and 8 non-voting members appointed or designated from various state, federal, local, tribal, and
public agencies.
QSA Joint Powers Authority. The QSA JPA Agreement, which was executed in October 2003,
established the Quantification Settlement Agreement Joint Powers Authority (“QSA JPA”). The purpose of the
QSA JPA is to administer the funding of environmental mitigation requirements related to QSA water transfers.
The QSA JPA collects, holds, invests, and disburses funds needed for mitigation projects. The QSA JPA is
comprised of representatives from the DFG, CVWD, IID and the Water Authority. CVWD, IID, and the Water
Authority are required to provide up to $133 million (in 2003 dollars, discounted at 6 percent per annum) to pay for
the QSA mitigation program. Under terms of the QSA JPA Agreement, the collective financial obligation of the
three water agencies is capped at $133 million, of which the Water Authority is responsible for $52.2 million (in
2003 dollars). The Water Authority’s obligations are payable from Net Water Revenues. To date, the Water
Authority has made payments of $2,340,273 in 2003, $1,032,755 in 2004, $1,100,347 in 2005, $1,314,855 in 2006,
$5,599,469 in 2007, $4,363,369 in 2008, $8,141,875 in 2009 and $2,770,483 in 2010. Scheduled Water Authority
payments beyond 2010 are as follows:
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Water Authority Payments to QSA JPA

Calendar Year

Payments
Due December 31st

2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025

$3,084,803
3,496,247
5,245,201
5,291,989
6,076,346
8,254,386
8,314,814
6,914,667
1,060,053
1,050,836
3,836,522
3,849,593
9,889,722
3,909,010
2,057,337

The water agencies are also responsible for providing $30 million (in 2003 dollars) for the Salton Sea
Restoration Fund, which is administered by DFG. CVWD and the Water Authority paid their full obligations to this
fund in fiscal year ended June 30, 2005 ($8.3 million for CVWD, and $11.8 million for the Water Authority (in
2003 dollars)). IID is paying these funds according to a payment schedule.
See Quantification Settlement Agreement Related Litigation.
Current Water Supply Outlook
Over the past several years the Water Authority’s primary water supply sources were adversely impacted
by a combination of multiple dry-year climatic events and regulatory constraints imposed on water deliveries.
However, water supply conditions have improved locally, statewide and on the Colorado River Basin following near
normal conditions in 2010 and wet conditions in 2011. This turn of events resulted in a proclamation by California
Governor Jerry Brown on March 30, 2011, officially ending the statewide drought that began in 2007.
As of June 2011, Lake Oroville, the principal storage reservoir on the SWP, had almost one million acrefeet more storage compared to June 2010 levels. Additionally, Lake Oroville is expected to reach its capacity of 3.5
million acre-feet as snow continues to melt through the spring. On the Colorado River Basin, snow pack levels are
higher than those seen in more than a decade. Lake Mead’s storage elevation is projected to grow by approximately
50 feet by the end of the year, based on USBR’s latest unimpaired runoff forecast. In southern California, reservoir
storage in MWD’s Diamond Valley Lake totaled 792,072 acre-feet as of June 2010. Currently near capacity,
Diamond Valley Lake storage has more than doubled since the low of 43 percent in June 2009. Locally, cumulative
storage in Water Authority member agency reservoirs was approaching 70% of total capacity in June 2011. As a
result of these storage conditions and current demand levels, MWD has stated that it has sufficient supplies
necessary to meet normal-year projected demands at least through the year ending June 30, 2012.
Future Water Supply
The Water Authority’s supply planning strategy was developed and continues to be implemented in
cooperation with its member agencies. As part of its strategic supply planning process, the Water Authority
produces several long-range planning documents. The Water Authority’s Urban Water Management Plan
(“UWMP”), is a comprehensive document that includes long-term water demand projections for the San Diego
region and a preferred mix of future supplies necessary to meet those demands through the year 2035. This
preferred mix reflects the Water Authority Board policy to diversify supplies required to meet future water needs
and increase supply reliability through local agency control. The current 2010 draft was released for public review
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on May 6, 2011. Individual components of the projected water supply mix contained in the draft 2010 UWMP
include: supplies from MWD, long-term water transfers from conserved IID agricultural water, water savings from
the lining of the All-American Canal and Coachella Canal, proposed local seawater desalination, surface water, and
continued development of recycled water and groundwater. Additionally, the Water Authority will continue to
support water conservation as an important part of its supply diversification strategy. The Water Authority’s
conservation efforts are intended to reduce demand for imported water, demonstrate a continued commitment to the
conservation Best Management Practices, and assist member agencies in complying with the per-capita water use
reduction required under the 2009 State Water Legislation. See MEMBER AGENCY WATER USE - Per Capita
Water Use. The Water Authority anticipates final adoption of the 2010 UWMP in June 2011.
Supply Diversification. To ensure a reliable supply of water to meet growing water demands, the Water
Authority and its member agencies are implementing long-term strategies designed to diversify the region’s supply
portfolio and reduce reliance on a single water supplier. These strategies are outlined in the draft 2010 UWMP and
can only be achieved through a collaborative partnership between the Water Authority and its member agencies.
As stated in the draft 2010 UWMP, development of local supplies plays a critical role in meeting future
demands. The Water Authority and its member agencies are taking steps to develop and manage local surface
water, groundwater, recycled water and seawater desalination supplies that are projected to account for roughly 20
percent of total supplies by the year 2035. In addition to these efforts, continuation of the region’s conservation
measures will help to offset the need for more expensive water supplies by maximizing efficient use of existing
water resources.
Seawater desalination is a key component of the Water Authority’s supply diversification strategy.
Development of seawater desalination in San Diego County will assist the region in diversifying its water resources,
reduce dependence on imported supplies, and provide a new drought-proof, locally treated water supply. The Water
Authority’s seawater desalination efforts include the Carlsbad Desalination Project, the potential Camp Pendleton
Seawater Desalination Project and the potential Rosarito Beach Desalination Plant.
The Carlsbad Desalination Project (the “Carlsbad Project”) is a fully-permitted seawater desalination plant
and conveyance pipeline currently being developed by Poseidon Resources (“Poseidon”), a private investor–owned
company that develops water and wastewater infrastructure. The Carlsbad Project, located at the Encina Power
Station in Carlsbad, has been in development since 1998 and has been incorporated into the Water Authority’s
supply and facility planning documents including the 2003 Water Facilities Master Plan and the 2005 and draft 2010
Urban Water Management Plans. The Carlsbad Project has obtained all required permits and environmental
clearances and, when completed, will provide a highly reliable local supply of 56,000 acre-feet per year for the
region. IDE Technologies, a worldwide leader in the design, construction, and operation of desalination plants, was
selected by Poseidon to be the desalination process contractor for the Carlsbad Project.
In July 2010, the Water Authority Board approved a term sheet between the Water Authority and Poseidon
and directed staff to prepare a Water Purchase Agreement based on its provisions. Prior to the negotiation of the
term sheet, Poseidon was pursuing a project structure where nine local water agencies had signed water purchase
agreements. Because of financial challenges in meeting the pricing requirements of the nine member agencies, a
request was made by the agencies that the Water Authority consider stepping in as the single purchaser of the
desalinated water for the region. Because of the importance of the supply to regional reliability, especially in light of
supply shortages and uncertainties, as well as the rising cost of imported water, the Water Authority Board of
Directors agreed to negotiate a Water Purchase Agreement with Poseidon.
Activity on the Water Purchase Agreement has been temporarily suspended due to a condition precedent
provision in the term sheet related to the commencement of negotiations with Poseidon. This condition precedent
calls for the cancellation of all existing water purchase agreements between Poseidon and the nine member agencies.
Of the nine agencies, only Carlsbad has not agreed to cancel its agreement with Poseidon. Carlsbad has asked for
guarantees of certain community enhancements and tax revenue resulting from private ownership of the project.
Poseidon is also working with its selected Engineering, Procurement and Construction (EPC) contractor team to
finalize the price for water from the project. The Water Authority Board is expected to consider the Water Purchase
Agreement by late 2011. The Carlsbad Project is expected to be completed and online by early 2016.
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The Water Authority, in collaboration with Marine Corps Base Camp Pendleton, recently completed a
feasibility study for a potential 50 to 150 million gallons-per-day (“MGD”) regional seawater desalination project on
Camp Pendleton focusing on two possible seawater desalination plant sites in the southwest corner of the base near
the mouth of the Santa Margarita River. The feasibility study provided an analysis on new facilities, environmental
and permitting requirements, cost estimates, and implementation issues. Based on the feasibility study, further
technical studies are being initiated to investigate and refine key components of the potential project including
intake and discharge, site configuration and product water conveyance and distribution.
A Memorandum of Understanding (“MOU”) between the Water Authority and the Marine Corps Base
Camp Pendleton was executed in April 2010. The MOU covers further study and planning for the potential project.
The MOU facilitates base access and defines the roles and responsibilities of the base, the Water Authority, and its
consultants in conducting various technical studies for the project.
These various technical and planning studies on the project are all underway and are expected to be
complete by the end of 2012. Results from the studies will be used to refine the capital and operating costs for the
project and will be incorporated into the Water Authority’s 2012 Regional Water Facilities Optimization and Master
Plan Update. The earliest on-line date for a potential Camp Pendleton desalination project is late 2020.
The Water Authority is participating with U.S. and Mexican agencies in a review of potential water
management and water supply programs that could benefit Colorado River water users of both countries. As part of
this effort, the evaluation and preliminary design of an initial 25 MGD (expandable to 50 MGD) seawater
desalination plant that would be located at Rosarito Beach in Baja California, Mexico is being pursued. U.S. water
agencies, including the Water Authority, MWD, Southern Nevada Water Authority, and the Central Arizona Water
Conservation District, along with the Republic of Mexico are funding and collaborating on a feasibility evaluation
and preliminary design of the plant. The Water Authority is serving as the project manager for the project.
The project is scheduled to be implemented in four phases, with a “go” or “no go” decision being made at
the end of each phase. The first phase was competed in March 2010. The first phase confirmed that the site and the
existing infrastructure were adequate to support up to a 50 MGD seawater desalination facility. The second phase of
the project will confirm conceptual treatment process requirements, confirm plant size and physical layout, further
assess permitting and regulatory issues, and define full-scale plant costs. The Water Authority’s Board approved
funding for the second phase of the study in January 2011.
Currently, the Rosarito Beach Desalination Project is considered a conceptual-level project. If built,
product water from the plant would be available to both U.S. and Mexican water users. For U.S. water users, the
water could be delivered either directly to the San Diego region, using a cross-border pipeline, or possibly by
exchange, with Mexican users taking delivery of the product water and leaving an equivalent amount of Colorado
River water available for U.S. users.
The Water Authority will continue to pursue other cost competitive supply diversification opportunities.
The Water Authority and its member agencies’ projected water supply mix for 2035 is listed as follows:
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Water Authority Service Area
2030 Water Supply Mix
Resource

Percentage Goal

MWD

36%

IID Transfer

22%

Conservation

13%

Seawater Desalination

6%

Canal Lining Transfer

9%

Local Surface Water

5%

Groundwater

3%

Recycled Water

6%
100%

Source: Draft Water Authority 2010 Urban Water Management Plan
Climate Change. Long-range water supply planning is facing new challenges associated with climate
change uncertainties. Although not currently required under the Urban Water Management Planning Act, the Water
Authority’s draft 2010 UWMP includes a qualitative assessment of potential supply and demand impacts associated
with climate change. This assessment is based primarily on the DWR's October 2008 Report entitled “Managing an
Uncertain Future; Climate Change Adaptation Strategies for California’s Water.” It is important to note that when
evaluating the effects of climate change on long-term water supply planning, a distinction should be made between
climate and weather. Weather consists of the short-term (minutes to months) changes in the atmosphere. Climate is
how the atmosphere “behaves” over relatively long periods of time (decades to centuries).
Research sponsored by the Intergovernmental Panel on Climate Change has concluded that increasing
atmospheric concentrations of greenhouse gases, such as carbon dioxide, are causing the Earth’s air temperature to
rise. While uncertainties remain regarding the exact timing, magnitude, and regional impacts of the temperature and
potential precipitation changes due to climate change, researchers have identified several areas of concern that could
influence long-term water supply reliability. These potential areas are listed below:
POTENTIAL CLIMATE CHANGE IMPACTS
Potential Impact

Description

Loss of Natural Snowpack Storage

Rising temperatures reduce snowpack in the Sierra Nevada because more
precipitation falls as rain, and snowmelt occurs sooner. The DWR projects
that the Sierra snowpack will experience a 25 to 40 percent reduction from
its historic average by 2050.

Sea Level Rise

Rising sea levels could increase the risk of damage to water and water
recycling facilities from storms, high-tide events, and erosion of levees.

Changes in Average Precipitation
and Runoff Volume

The yield from local surface water resources could potentially be reduced,
if annual runoff volumes are reduced due to a decline in precipitation or
there is an increase in evapotranspiration in reservoirs. Research is still
highly unclear on how precipitation levels may be impacted by climate
change.

Change in Frequency and Intensity
of Droughts

Warming temperatures, combined with potential changes in rainfall and
runoff patterns, could exacerbate the frequency and intensity of droughts.
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Demands Levels

Climate change could also gradually affect water demands in the future.
Warmer temperatures increase evapotranspiration rates and growing
season, which are likely to increase outdoor consumptive water use for
landscaping.

All five areas discussed above focus on the potential effect climate change could have on future reliability.
Potential long-term effects include a possible decrease in the availability of imported supplies from MWD and local
supplies – causing a shortfall between supply and demands. Although the impacts from climate change will just start
to be experienced within the 25-year planning horizon of the 2010 UWMP, it should be considered in establishing
“no regret” strategies that provide water supply benefits within this planning horizon, while increasing the ability to
manage potential climate change impacts in the future. Changes to the region’s climate will be gradual and
prolonged, providing water supply agencies the ability to adapt planning strategies to manage for the supply
uncertainties. The future climate change related affects on supply and demand and adaptation measures employed by
the Water Authority and its member agencies will be captured in each five-year update to the UWMP.
Water Quality. As the largest single component of the Water Authority’s supply portfolio, the water
quality of the Colorado River has a substantial impact on the region’s overall water quality. In recent history, the
Water Authority has received about 50-65 percent of its imported supply from the Colorado River and the remaining
35-50 percent from the SWP. Colorado River supplies are relatively high in salts, in the form of total dissolved
solids, which pose potential additional treatment costs. A variety of sources bring such dissolved salts into the river.
However, the majority of salts run naturally off of soils and rocks. While SWP supplies have lower salt levels,
water from the Bay-Delta can be high in organic compounds that react with chlorine to form various disinfection byproducts, including trihalomethanes, such as chloroform. Higher water treatment costs are incurred to eliminate
these potentially harmful compounds. In order to control the total organic carbon and bromide concentrations in
MWD’s water supply, SWP water is blended with Colorado River water, which is lower in disinfection by-products
and higher in salinity than SWP water. The blending results in a reduction in disinfection by products and reduction
in salinity.
Federal and state regulatory agencies continually monitor and establish new water quality standards. The
Federal Safe Drinking Water Act (“SDWA”) establishes drinking water quality standards, monitoring, public
notification and enforcement requirements for public water systems. The U.S. Environmental Protection Agency
(“USEPA”), as the lead regulatory authority, promulgates national drinking water regulations and develops the
mechanism for states to assume primary enforcement responsibilities. The California Department of Public Health
(“CDPH”) has lead authority over California water agencies. MWD continually monitors new water quality laws
and regulations, and follows requirements in their treatment of domestic water at its five water treatment plants.
Additionally, in October 2007, MWD began adding fluoride to treated water.
Two water quality issues of concern in Colorado River water are perchlorate and chromium 6. Perchlorate,
used in solid rocket propellants, munitions and fireworks, has contaminated some drinking water wells and surface
water sources throughout California. Perchlorate also has been detected in MWD’s Colorado River water supplies.
A chemical manufacturing facility near Lake Mead in Nevada is the primary source of the contamination.
Remediation efforts began in 1998 and have been successful at meeting the cleanup objectives, significantly
reducing the levels of perchlorate entering into the Colorado River. The maximum contaminant level (“MCL”) for
Perchlorate is 6 parts per billion (“ppb”) and discharges have been reduced to less than 4 ppb. Through water
blending, perchlorate is non-detectable in the water supply. Chromium 6 is found in trace amounts in MWD’s source
water. The California Office of Environmental Health Hazard Assessment proposed a public health goal (“PHG”)
for chromium-6 of 0.02 ppb. Once the chromium-6 PHG process is complete, CDPH can proceed with the final
development of an MCL for chromium-6. Presently, the Water Authority is participating with MWD in its effort to
monitor and influence the clean-up of the groundwater at Pacific Gas & Electric Company’s natural gas compressor
station in Topock, Arizona, near Needles, California. The historical waste practices at the Topock facility have
resulted in a chromium 6 plume in the groundwater that has the potential to enter the Colorado River. The current
corrective action process will result in a remediation alternative for cleanup.
Local Supply Development Coordination. In 2007, the Water Authority Board approved the first San
Diego Region Integrated Regional Water Management Plan (the “IRWM Plan”). The IRWM Plan was developed
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by the regional water management group (“RWMG”), which comprises staff from the Water Authority, the City of
San Diego and the County of San Diego. The IRWM Plan represents an unprecedented effort in the area of
coordinated water management across a wide spectrum of agencies and non-governmental organizations in the San
Diego area. It reflects a comprehensive approach to water resource planning, and integrates ongoing local planning
efforts to maximize water management benefits. The IRWM Plan identifies programs and projects that best achieve
the region’s goals to optimize water supply reliability and protect and enhance water quality while providing
stewardship of natural resources.
In 2008, the San Diego IRWM region was awarded a $25 million grant from DWR to support
implementation of 19 projects designed to improve the reliability of the San Diego region’s water supply, protect
and enhance water quality, and manage natural resources. All of the projects in the San Diego area grant involve
local, rather than imported, water resources, and will help to accomplish the water supply goals established in the
Water Authority’s UWMP. Funding for the projects resulted from voter passage of Proposition 50 in 2002. The
Water Authority, acting as grant administrator on behalf of the RWMG, began distributing grant funds to the project
proponents in 2009.
Further IRWM bond funding from the state became available when the voters approved Proposition 84 in
2006. Proposition 84 allocates $91 million for the San Diego Funding Area, which includes the IRWM planning
regions in San Diego, southern Riverside and southern Orange counties. Under an agreement between the three
planning regions, approximately $71 million in Proposition 84 funds will be distributed in the San Diego Region.
The first portion of this money will come to the San Diego Region in 2011, after DWR awarded the RWMG a $1
million planning grant to support an update of the IRWM Plan. A funding agreement between DWR and the Water
Authority, acting on behalf of the RWMG, is expected to be finalized by June 30, 2011.
The San Diego RWMG also has applied for $7.9 million in project implementation funds through DWR’s
Proposition 84 IRWM grant program. This money would support implementation of 11 projects designed to
improve water supply reliability and water quality, manage stormwater runoff and protect watersheds in the region.
DWR has not announced grant awards for this program.
MEMBER AGENCY WATER USAGE
Water Use by Member Agencies
The term “water use” describes the quantity of water a member agency obtains from all sources to meet its
consumers’ needs. These sources presently include impounding surface water reservoirs, groundwater, desalinated
groundwater, recycled water and imported supplies via the Water Authority’s transportation system.
It is the policy and responsibility of the Water Authority to provide all supplemental water required by its
member agencies to meet their consumers’ needs. The level of dependence varies widely across the Water
Authority’s 24 member agencies. Some member agencies are totally dependent on imported water supplies. Other
member agencies’ dependence on Water Authority water supplies varies from about 90 percent to a complete rolloff of the imported system during above normal rainfall cycles.
Annual water use of the member agencies for fiscal years ended June 30, 2006 to June 30, 2010 and a class
of service breakdown of imported agricultural and M&I water use for fiscal year ended June 30, 2010 are listed in
the following tables:
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WATER USE OF MEMBER AGENCIES – FISCAL YEARS ENDED JUNE 30, 2006 TO JUNE 30, 2010
(All Figures in Acre-Feet)8

Carlsbad M.W.D.
Del Mar, City of
Escondido, City of
Fallbrook P.U.D.
Helix W.D.
Lakeside W.D.
National City, City of
Oceanside, City of
Olivenhain M.W.D.
Otay W.D.
Padre Dam M.W.D.
Pendleton Military
Reservation4
Poway, City of
Rainbow M.W.D.
Ramona M.W.D.
Rincon del Diablo M.W.D.
San Diego, City of 5
San Dieguito W.D.
Santa Fe I.D.
South Bay I.D.
Vallecitos W.D.
Valley Center M.W.D.
Vista I.D. 6
Yuima M.W.D. 7
Totals 8

Local
Production1

2007
Water
Authority
Supplies2

Total

22,818
1,393
32,999
18,594
40,190
N/A
6,674
33,143
23,505
42,549
21,179
9,989

2,554
80
6,049
681
4,263
543
4,503
2,620
1,296
1,783
850
11,255

22,099
1,443
30,252
21,917
37,826
1,995
2,575
34,236
24,613
41,946
19,232
837

15,525
30,459
11,726
8,369
196,940
5,094
9,878
6,756
19,573
44,767
13,493
3,334

15,868
30,459
12,676
9,449
232,898
8,481
14,727
17,275
19,573
45,153
23,349
4,314

327
0
894
3,094
17,770
3,523
4,953
6,843
0
381
5,062
1,262

576,620

687,253

80,584

Local
Production1

2006
Water
Authority
Supplies2

Total

1,613
81
9,870
582
10,906
N/A
5,077
2,171
944
1,122
782
9,179

21,206
1,312
23,129
18,012
29,284
N/A
1,598
30,972
22,561
41,427
20,397
810

343
0
950
1,080
35,959
3,387
4,849
10,519
0
387
9,856
980
110,633

Local
Production1

2008
Water
Authority
Supplies2

Total

Local
Production1

24,653
1,523
36,301
22,597
42,088
2,538
7,078
36,856
25,909
43,730
20,082
12,092

3,321
86
3,657
600
3,257
937
4,015
1,965
1,321
4,593
831
10,488

21,471
1,234
26,736
17,316
37,186
4,361
2,381
32,573
24,891
38,045
16,162
931

24,791
1,320
30,393
17,916
40,443
5,298
6,395
34,538
26,211
42,638
16,993
11,419

3,944
75
6,682
663
1,261
925
3,920
1,700
1,534
4,459
823
10,240

19,620
1,202
21,107
15,148
36,396
3,883
2,673
30,397
23,455
34,971
14,656
943

23,564
1,277
27,789
15,811
37,657
4,808
6,593
32,097
24,989
39,430
15,479
11,183

15,959
33,305
20,359
8,610
222,496
5,740
11,532
9,411
21,825
50,511
18,967
3,625

16,286
33,305
21,253
11,704
240,266
9,263
16,485
16,253
21,825
50,892
24,030
4,887

355
0
848
3,074
24,155
4,433
6,104
5,566
0
419
2,245
760

14,934
27,045
10,141
8,116
215,791
4,003
9,116
11,547
20,468
39,500
21,280
3,676

15,289
27,045
10,989
11,190
239,946
8,436
15,220
17,113
20,468
39,919
23,525
4,437

290
0
743
3,291
22,845
4,561
6,529
5,907
0
393
6,296
1,031

13,386
26,420
7,814
7,471
202,794
3,369
8,048
10,191
19,051
34,781
15,668
2,345

661,309

741,893

83,029

608,903

691,931

88,111

555,789

________________
1
Includes surface, recycled and groundwater supplies; does not reflect conserved water.
2
Water use in a given year may differ from Water Authority sales due to storage.
3
Includes only amounts certified through the IAWP and SAWR agricultural water use programs.
4
Includes Water Authority deliveries via South Coast Water District System.
5
Excludes City of San Diego local surface water use outside of Water Authority service area.
6
Excludes land outside of Water Authority service area.
7
Excludes local supplies developed beyond Yuima’s master meters.
8
Numbers may not total due to rounding.

__________________
* Preliminary, subject to change.
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2009
Water
Authority
Supplies2

2010
Water
Authority
Supplies2

Total

3,935
73
4,080
544
2,866
675
3,305
3,833
2,672
4,070
663
8,731

17,234
1,129
20,768
13,322
30,345
3,375
3,023
24,897
19,992
31,175
12,485
832

21,169
1,202
24,848
13,866
33,211
4,050
6,328
28,730
22,664
35,245
13,148
9,563

13,676
26,420
8,557
10,762
225,639
7,930
14,577
16,098
19,051
35,174
21,964
3,376

326
0
729
3,279
12,486
4,989
6,209
2,943
0
400
3,899
779

11,111
22,357
6,124
6,280
187,304
2,156
5,680
11,523
16,468
29,522
15,336
2,519

11,437
22,357
6,853
9,559
199,790
7,145
11,889
14,466
16,468
29,922
19,235
3,298

643,900

71,486

494,957

566,443

Total

Local
Production1

Due to the aggregated level of data provided by its member agencies, the Water Authority tracks local and
imported water use under two class of service categories: the agricultural class and municipal and industrial
(“M&I”) class. Water tracked as agricultural is purchased either through the MWD sponsored Interim Agricultural
Water Program (“IWAP”) or the Water Authority’s Special Agricultural Water Rate (“SAWR”). All remaining
non-agricultural consumptive use reported by Water Authority member agencies is deemed M&I water use.
Water use in the San Diego region is closely linked to the local economy, population, and weather. In the
late-2000s, the combination of economic recession, MWD supply allocations, implementation of member agency
mandatory water use restrictions, and mild local weather conditions culminated in a dramatic multi-year decrease in
total water demand. In the fiscal year 2007, water demand in the Water Authority’s service area reached a record
level of 741,893 acre-feet, only to drop roughly 24 percent to 566,443 acre-feet by the end of fiscal year 2010. The
175,450 acre-foot reduction in demand represents the largest volumetric decline over a three-year period in the
Water Authority’s history.
WATER AUTHORITY DELIVERIES TO MEMBER AGENCIES
FISCAL YEAR ENDED JUNE 30, 2010

2010
Agricultural
M&I Use
Use
Acre-Feet 1
Acre-Feet

Member Agency
Carlsbad M.W.D.
Del Mar, City of
Escondido, City of
Fallbrook P.U.D.
Helix W.D.
Lakeside W.D.
National City, City of
Oceanside, City of
Olivenhain M.W.D.
Otay W.D.
Padre Dam M.W.D.
Pendleton Military Reservation
Poway, City of
Rainbow M.W.D.
Ramona M.W.D.
Rincon del Diablo M.W.D.
San Diego, City of
San Dieguito W.D.
Santa Fe I.D.
South Bay I.D.
Vallecitos W.D.
Valley Center M.W.D.
Vista I.D.
Yuima M.W.D.
Total

29
0
3,281
4,434
0
0
0
684
287
17
776
0
27
8,309
1,726
265
118
0
43
0
1,076
19,918
67
2,461
43,515

17,206
1,129
17,488
8,888
30,345
3,375
3,023
24,213
19,706
31,158
11,709
832
11,085
14,049
4,399
6,014
187,186
2,156
5,637
11,523
15,392
9,605
15,269
58
451,444

________________
Note: Totals may not add due to rounding
1
Includes only amounts certified through the IAWP and SAWR agricultural water use programs.
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Per Capita Water Use
The table below sets forth the estimated daily per capita M&I water use within the Water Authority’s
service area for the fiscal years ended June 30, 1989 to June 30, 2010.
WATER AUTHORITY SERVICE AREA DAILY PER CAPITA M&I WATER USE1

Fiscal
Year

Local
Production
(af)

Water
Authority
Supplied (af)

1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010

51,722
33,201
33,178
47,254
99,187
123,759
116,544
139,503
126,723
126,606
152,524
114,877
82,247
70,957
62,773
49,755
71,797
110,633
80,584
83,029
88,111
71,486

574,780
613,444
552,441
455,954
449,486
413,148
409,509
468,165
481,121
435,563
466,884
580,118
564,140
615,572
586,849
666,008
573,048
576,621
661,309
608,903
555,789
494,957

Total (af)

Total
Agricultural
Water Use (af)2

Non
Agricultural
Water Use
(af)

Population

626,502
646,645
585,619
503,208
548,673
536,907
526,053
607,667
607,844
562,169
619,409
694,995
646,387
686,530
649,622
715,763
644,845
687,254
741,893
691,931
643,900
566,443

115,175
122,297
113,046
92,571
89,051
78,916
56,069
70,738
66,404
52,474
84,991
105,819
96,571
110,867
96,183
113,959
85,575
98,011
108,836
81,925
65,424
53,286

511,327
534,348
472,573
410,637
459,622
457,991
469,985
536,929
541,439
509,695
534,418
589,176
549,816
575,663
553,439
601,803
559,270
589,243
633,058
610,636
568,600
504,086

2,346,208
2,435,903
2,485,692
2,520,763
2,572,002
2,604,483
2,622,948
2,629,879
2,640,861
2,689,493
2,733,035
2,814,481
2,813,278
2,825,574
2,843,697
2,867,237
2,977,337
3,035,858
3,051,729
3,054,819
3,102,625
3,149,018

Daily Per
Capita M&I
Use (gallons)
195
192
170
179
160
157
160
182
183
165
175
187
175
182
174
187
168
173
185
178
164
143

_____________________________
1
2

Water use data provided by member agencies.
Total Agricultural Water Program Use equals IAWP and SAWR use plus estimated local water utilized for agricultural
purposes. See –Agricultural Water Use below.

The 2009 State Water Legislation seeks to achieve a 20 percent statewide reduction in urban per capita
water use in California by December 31, 2020. The law requires each urban retail water supplier to develop urban
water use targets to help meet the 20 percent goal by 2020, and an interim water reduction target by 2015. Although
compliance with the legislative mandate rests with retail water agencies, the law requires that the Water Authority,
as the wholesale supplier, support its retail member agencies’ efforts to comply with the 2009 State Water
Legislation through a combination of regionally and locally administered active and passive water conservation
measures, programs and policies, as well as the use of recycled water.
The table below shows estimated regional per-capita potable targets under the 2009 State Water
Legislation. These estimates were calculated using retail level per-capita targets provided by Water Authority
member agencies and SANDAG population projections for each member agency.

2009 STATE WATER LEGISLATION
ESTIMATED REGIONAL POTABLE PER-CAPITA TARGETS (GAL/DAY)
2015

2020

2025

2030

2035

173

167

167

167

167

Estimated Regional Potable Gallons Per –Capita
per Day Target
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Agricultural Water Use
San Diego County has a well-established agricultural sector with an estimated 307,292 acres of farmland
and a reported annual value for all agricultural commodities totaling over $1.55 billion in 2009. Nursery crops
represent approximately $1.05 billion of output, with fruits and nuts and vegetable production contributing an
additional combined $400 million. Estimated total agricultural water consumption by Water Authority member
agencies during the fiscal year ended June 30, 2010 was 53,286 acre-feet, about 9 percent of total water use for the
year.
Historically, much of the County’s agricultural acreage was enrolled in MWD’s Interim Agricultural Water
Program (“IAWP”). The IAWP is a voluntary program that offers agricultural customers a discounted water rate in
exchange for being the first to be cutback up to 30 percent during MWD supply shortages. On January 1, 2008,
MWD implemented, for the first time in the history of the program, a full 30 percent cut to agricultural customers in
the IAWP. These mandatory reductions continued until April 2011, when MWD’s board took action to terminate
the cutbacks as a result of the current supply outlook and improved storage conditions.
Additionally, MWD also initiated a phase-out of the IAWP, with the program termination date set for
December 31, 2012. As part of the phase-out process, the MWD agricultural rate discount will be reduced annually
along with a commensurate reduction in cutback obligation. Included in the IAWP phase-out guidelines is an optout provision that allows customers to exit the program on January 1 of each year.
In consideration of the IAWP phase-out, the Water Authority Board adopted a transitional Special
Agricultural Water Rate (“Transitional SAWR”) for agricultural customers exiting the IAWP. In exchange for
receiving the Transitional SAWR rate, agricultural customers forego the additional supply reliability associated with
the Water Authority’s QSA supplies and receive a higher cutback set at the MWD municipal and industrial
reduction level. As of January 1, 2010, over 3,643 accounts, representing 52,979 acre-feet exited the IAWP and
enrolled in the Transitional SAWR.
Since the Transitional SAWR was scheduled to sunset on December 31, 2010, a member agency
workgroup was formed to evaluate future agriculture rate options. Based on the workgroup recommendations, the
Transitional SAWR will be continued through December 31, 2012, and the SAWR program will be revised effective
January 1, 2013 (concurrent with termination of MWD’s IAWP), to only exclude SAWR customers from the Water
Authority’s storage charge. These customers will be subject to all other rates and charges. The rate impact of
exempting SAWR deliveries from storage charges is less than one percent of the total M&I rate.
Water Reclamation, Reuse and Groundwater Recovery
Since the late 1980s, the Water Authority has assisted its member agencies to plan, develop, and finance
water recycling and groundwater recovery projects throughout the Water Authority’s service area. The Water
Authority has also provided assistance to its member agencies to enhance and expand existing facilities. This
support has been made through technical assistance and financial aid for project planning and study phases
traditionally funded by the individual local agencies. The Water Authority currently provides a financial incentive
of up to $200 per acre-foot for the beneficial reuse of recycled water and groundwater recovery. To date, the Water
Authority has expended cumulatively over $22 million towards this effort. MWD also offers a variable recycling
credit, based on project financial need, of up to $250 per acre-foot. In its draft 2010 UWMP, the Water Authority,
through its member agencies, identified almost 50,000 acre-feet per year of recycled water and over 28,000 acre-feet
per year of groundwater supplies to be developed by 2035. Member agency recycled water development through the
fiscal year ended June 30, 2010 totaled close to 30,000 acre-feet of beneficial reuse, more than half-way to meeting
the region’s 2035 recycled water use goal.
WATER AUTHORITY WATER FACILITIES
To meet the demands of its member agencies, the Water Authority requires water conveyance facilities,
water storage facilities and water treatment facilities. Certain of these facilities are owned and operated by the
Water Authority and others are owned and operated by MWD or by member agencies.
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Water Conveyance Facilities
Water from the Colorado River is transported from Lake Havasu through MWD’s Colorado River
Aqueduct. Supplies for the Water Authority are diverted from the Colorado River Aqueduct near the west portal of
the San Jacinto Tunnel into the Casa Loma Siphon No. 2 and Canal. A few miles to the southwest, MWD’s San
Diego Canal takes water from the Casa Loma Canal and delivers it into Diamond Valley Lake and further south into
Lake Skinner. Both storage reservoirs of MWD are located in Riverside County and both are able to supply water to
San Diego County.
SWP water is delivered to MWD at Lake Perris, the terminus of the 444-mile California Aqueduct. From
there, it flows through the Lakeview Pipeline of MWD to the San Diego Canal where it is blended with Colorado
River water.
While Diamond Valley Lake, with a maximum capacity of 800,000 acre-feet, is much larger, Lake Skinner
is the primary storage facility for the Second San Diego Aqueduct, with a maximum capacity of 44,264 acre-feet.
The maximum water elevation for storage is 1,479 feet above sea level. Water from Lake Skinner flows directly
into Pipelines 3 and 5 while Pipelines 1, 2 and 4 receive treated water from the Skinner Filtration Plant.
The Water Authority takes delivery of imported water from MWD in the five pipelines within the two San
Diego Aqueducts, approximately six miles south of the Riverside-San Diego County line. The following table
provides information relating to the principal pipelines owned and operated by the Water Authority:
Principal Water Conveyance Facilities in Service

Pipeline
First San Diego Aqueduct
Pipeline 1 and Pipeline 2
La Mesa-Sweetwater
Moreno-Lakeside Pipeline
Second San Diego Aqueduct
Pipeline 3
Pipeline 4
Pipeline 4B
Pipeline 4E
Pipeline 5
Pipeline 5E
Crossover Pipeline:
San Marcos at Twin Oaks to
Escondido at Hubbard Hill
Ramona Pipeline
Tri-Agencies Branch
San Marcos to Oceanside
North County Distribution Pipeline
Valley Center Pipeline
Olivenhain Pipeline
Olivenhain Hodges Interconnect Pipeline
San Vicente Pipeline and Aqueduct Interconnect
Total

Length
(miles)

Diameter
(inches)

68.1
16.5
4.8

72-48
42-18
60-54

59.2
44.9
9.9
19.6
11.2
21.8

75-66
96-69
108-96
108-72
96
108

7.6
7.9

66
57-36

4.4
3.5
4.1
2.6
1.2
11.0

42-21
72
66
78
121
102

294.9

The two pipelines of the First San Diego Aqueduct share common tunnels and inverted siphons and are
operated as a single unit. The La Mesa-Sweetwater Extension of the First San Diego Aqueduct extends from the
First San Diego Aqueduct at Slaughterhouse Canyon near San Vicente Reservoir to Sweetwater Reservoir. The
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Moreno-Lakeside Pipeline also delivers water from the First Aqueduct to the Helix Water District’s R.M. Levy
Water Treatment Plant. San Vicente Reservoir, which is owned and operated by the City of San Diego, is the
terminus of the First San Diego Aqueduct.
The three pipelines of the Second San Diego Aqueduct (Pipelines 3, 4 and 5) share a common right of way
for most of their length. Pipeline 3 terminates at the Lower Otay Reservoir, Pipeline 4 terminates at the City of San
Diego’s Alvarado Water Treatment Plant and Pipeline 5 terminates at Miramar Hill northwest of Lake Miramar in
the City of San Diego. Pipeline 4B extends from north of the City of San Diego’s Miramar Water Treatment Plant
to the San Diego River. Pipeline 4E extends from the San Diego River to the Lower Otay Reservoir. The TriAgencies Pipeline delivers treated water to service areas of Carlsbad Municipal Water District, Vista Irrigation
District, and the City of Oceanside. A portion of Pipeline 3 near Lake Murray has been operating at reduced
capacity pending implementation of a relining project. The North County Distribution Pipeline extends west from
the Second San Diego Aqueduct to serve areas of the City of Oceanside, Vista Irrigation District, Rainbow
Municipal Water District, and Vallecitos Water District. Pipeline 5 extends south from San Marcos to Rancho
Penasquitos. The Ramona Pipeline extends east from the Second San Diego Aqueduct serving the Olivenhain
Municipal Water District, the City of San Diego, and the Ramona Municipal Water District. The Valley Center
Pipeline conveys treated water between the northern reaches of the First and Second San Diego Aqueducts. The
Olivenhain Pipeline conveys untreated water between the Second San Diego Aqueduct and the Olivenhain
Reservoir. The San Vicente Pipeline and Aqueduct Interconnect connects the San Vicente Reservoir to the Second
Aqueduct at the Rancho Penasquitos Hydroelectric Facility.
The Water Authority controls the operations of its water delivery system from a central operations center.
The operations center uses a Supervisory Control and Data Acquisition (“SCADA”) system to monitor and control
the flows in each of the pipelines and to each member agency. The SCADA system, separate from the business
system, with redundant equipment, checks each remote facility every 30 seconds to monitor status and send
commands for changes in operations. The communications occur through fiber optics, a leased phone line system,
and microwave radio to each of the 98 locations controlling over 106 facilities.
The quagga mussel, an aquatic invasive species, was first found in the lower Colorado River system in
January 2007. The rapid propagation of this species, if unchecked, has the potential to disrupt operations at facilities
such as the Water Authority’s delivery system and facilities. Since that time, the mussel has established its presence
in the San Diego Region. The Water Authority, its member agencies, and other regional partners formed the San
Diego Regional Quagga Mussel Working Group in 2007 to aid in information sharing. In June 2008, this group
released the draft Regional Quagga Mussel Response and Control Plan as a guide to water agencies preparing an
agency specific response and control plan. The Water Authority has also implemented its own system specific
monitoring and control plan to more specifically address issues related to the Water Authority’s delivery system and
facilities. The Water Authority is working closely with the DFG as well as other industry leaders to ensure
continued process improvement. Program cost estimates are currently under development.
Water Storage
Reservoirs. The Water Authority has storage capacity both leased and owned within the region. Total
storage capacity is currently approximately 96,000 acre-feet between leased capacity in the City of San Diego, and
Sweetwater Authority reservoirs and owned capacity in Olivenhain reservoir. When the Water Authority’s
Emergency Storage Project (the “ESP”) is completed in 2013, the Water Authority’s in-region storage capacity will
increase to more than 196,000 acre-feet (it will take approximately five years to fill the added capacity). When
complete, the ESP will allow the Water Authority to convey water throughout the County during an emergency or
drought condition. The ESP is being constructed in a phased manner. Components of the Water Authority’s surface
storage capacity, including those in development, are:
The Olivenhain Reservoir was completed in 2003 as part of the first phase of the ESP. The Olivenhain
Reservoir has a storage capacity of 24,300 acre-feet of water. In 2008, the Water Authority constructed an
interconnect pipeline to connect Lake Hodges to the Olivenhain Reservoir, allowing for additional stored water
transfer within the region. The pipeline will become active upon completion of the Lake Hodges Pump Station and
40 megawatt hydroelectric facility which is currently being constructed. The Water Authority also owns and
operates a 4.5 megawatt hydroelectric generating facility along the Second Aqueduct in the Rancho Peñasquitos
area.
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Construction of a Water Authority project to raise the City of San Diego’s San Vicente Dam began in 2009
and is expected to be completed in 2013. Agreements with the City of San Diego regarding the ESP have extended
the Water Authority’s ability to store up to 60,000 acre-feet in City of San Diego-owned reservoirs. The storage
capacity lease rate in City of San Diego reservoirs is $17.53 per acre-foot for the maximum amount of water in
storage each year. The City receives a credit of $13.76 per acre-foot for Water Authority water pumped to the City
from the Water Authority’s storage account in Lower Otay Reservoir. The Water Authority stored water is subject
to evaporation, seepage and spill losses.
The Water Authority also has an agreement with Sweetwater Authority to lease storage capacity in
Sweetwater reservoir. The storage capacity lease rate in Sweetwater reservoir is $22.00 per acre-foot for the
maximum amount of water in storage each year. Sweetwater receives a credit of $21.00 per acre-foot for Water
Authority water pumped from Sweetwater Reservoir. The Water Authority stored water is subject to evaporation,
seepage and spill losses.
In 1929, the California Legislature enacted legislation providing for supervision over non-federal dams in
the State. The statutes place the supervision of the safety of non-federal dams and reservoirs under the jurisdiction
of the California Department of Water Resources' Division of Safety of Dams (“DSOD”). Dams under jurisdiction
are artificial barriers, together with appurtenant work, including outlet towers, which are twenty-five feet or more in
height or have an impounding capacity of fifty acre-feet or more. Any artificial barrier not in excess of six feet in
height, regardless of storage, or that has a capacity not in excess of fifteen acre-feet, regardless of height, is not
considered jurisdictional. The DSOD reviews plans and specifications for the construction of new dams or for the
enlargement, alteration, repair or removal of existing dams, and must grant written approval before the owner can
proceed with construction. The DSOD routinely inspects operating dams to assure that they are adequately
maintained. The DSOD also conducts investigations of selected dams and directs the owners to additional
investigations and detailed safety evaluations when necessary. DSOD may impose operating restrictions on dams
and reservoirs that reduce storage capacity or otherwise adversely affect the operation of water facilities.
Groundwater Storage. As part of the QSA, the Water Authority became the recipient of groundwater
conjunctive use funds appropriated through Senate Bill 1765 (1998), which originally were designated to MWD.
Approximately $48 million was made available to the Water Authority for use in its groundwater program. A
demand and supply analysis utilizing data from the Water Authority’s 2005 Urban Water Management Plan
identified a maximum potential need for approximately up to 95,000 acre-feet of additional carryover storage
beyond the 100,000 acre-feet of carryover storage in the Water Authority’s Capital Improvement Program. This
evaluation examined a three-year dry cycle scenario during which demands are high and imported supplies are
constrained by preferential rights. Based on that scenario, the Water Authority distributed a Request for Proposal in
November 2005 to partner with agencies overlying a groundwater basin for a conjunctive use project. The project
would allow water to be delivered and stored during above normal hydrology and extracted from the basin and
delivered to the Water Authority either by wheeling through various facilities, exchanges, or a reduction in demands
on the Water Authority.
In June 2008, the Water Authority executed an agreement with Vidler Water Company, Inc. (“Vidler”) for
30,000 acre-feet of storage and capacity rights in the Semitropic Water Bank in the southern part of the San Joaquin
Valley in Kern County. The cost to purchase Vidler’s Semitropic Program was approximately $11.75 million. In
August 2008, the Water Authority acquired 10,000 units (which equates to 40,000 acre-feet of storage together with
rights to certain capacities) in the Semitropic-Rosamond Water Bank Authority (“Semitropic-Rosamond”). The cost
to acquire storage and recovery rights in Semitropic-Rosamond was $15 million. In 2008, the Water Authority
purchased approximately 23,077 acre-feet of water from Butte Water District and Sutter Extension Water District at
$200/acre-feet -- $4.6 million – anticipating storing the water in the Groundwater Program as “initial fill.” The
Water Authority has been reimbursed $30.48 million for these acquisitions.
In 1998, the State Legislature, through Senate Bill 1765, appropriated $235 million from the State’s general
fund to implement California’s Colorado River Water Use Plan. The legislation provided $200 million for the lining
of the All-American and Coachella canals and $35 million to fund groundwater conjunctive use facilities. As part of
the QSA, the Water Authority became the recipient of these funds, previously assigned to MWD. Approximately
$30.48 million of the $35 million remained available for Water Authority use on the Vidler and SemitropicRosamond Water Bank programs. In August of 2010, the Water Authority was reimbursed by DWR the entire
$30.48 million in remaining Senate Bill 1765 funds.
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Local Storage Agreements. With the drawdown of San Vicente Reservoir, required to complete
construction of the San Vicente Dam Raise Project, and recent drought conditions, the Water Authority has been
working with its member agencies to optimize local storage opportunities. Working collaboratively, the Water
Authority and its member agencies have optimized local facilities to move supplies into local storage. Current total
carryover storage held by the Water Authority in the region is approximately 34,000 acre-feet. Carryover storage is
water stored over and above emergency storage targets. The Water Authority’s carryover storage target is 60,000
acre-feet until the San Vicente Dam Raise project is complete at which time 100,000 acre-feet of capacity will be
available for carryover storage.
Water Treatment Facilities
The Water Authority purchases treated water from MWD and purchases treatment from member agencies
with treatment facilities. Approximately 45 percent of the water sold by the Water Authority is treated water.
MWD delivers treated water to the Water Authority’s service area from its Skinner Filtration Plant, which
is located at Lake Skinner and has a treatment capacity of 630 MGD. Treated water is delivered to the Water
Authority through three pipelines, only one of which stretches the length of the county. From Lake Skinner in
Riverside County, untreated water is currently conveyed south to the Water Authority in two pipelines. At a point
near the City of San Marcos, the Crossover Pipeline extends to the east and connects to the two pipelines of the First
San Diego Aqueduct that carry untreated water south to San Vicente Reservoir. From this point near San Marcos,
another untreated water pipeline delivers water south for treatment at a number of water filtration plants owned and
operated by several of the Water Authority’s member agencies.
Approximately half of San Diego County’s treated water supply is provided by the Skinner Filtration Plant.
As early as 2001, the Skinner Filtration Plant began to operate above its rated capacity to meet the treated water
demands of both Riverside and San Diego Counties during long, hot, and dry periods. During these same periods,
the Water Authority’s member agency water filtration plants operated near capacity to meet San Diego County
demands as well. As a result, the Water Authority’s Regional Water Facilities Master Plan recommended creation
of additional regional treatment capacity. Upon approval of the Master Plan in June 2004, the Water Authority
began design and construction of the Twin Oaks Valley Water Treatment Plant (“TOVWTP”) to provide 100 MGD
of high quality drinking water capacity in northern San Diego County.
The Water Authority utilized the Design-Build-Operate (“DBO”) procurement method for the TOVWTP.
This method of procurement includes retaining a single entity to design, construct, and operate the TOVWTP. The
contract provides that the DBO entity will operate the plant for an initial period of 15 years, with an option to extend
that term by an additional five years. The Water Authority awarded the DBO contract in September 2005 to CH2M
HILL OMI and the TOVWTP came online in April 2008.
In addition to the TOVWTP, the Water Authority purchased 36 MGD of treatment capacity in 2002 and
2006 at the Helix Water District’s R.M. Levy Water Treatment Plant. Water produced at the Levy plant
supplements treated water services in eastern San Diego County.
Seismic and Wildfire Considerations
Water conveyance facilities are designed to withstand earthquakes with minimal damage. Earthquake
loads have been taken into consideration in the design of project structures such as pumping plants and hydroelectric
plants. All known faults are crossed by pipelines at very shallow depths to facilitate repair in case of damage from
movement along a fault. To date, no Water Authority facilities have suffered any material earthquake damage. The
Water Authority’s Emergency Storage Project is being designed to allow continued water service to its member
agencies at a 75 percent level of service or better in the event of a complete interruption of water deliveries from
MWD, such as might result from a severe earthquake along a fault traversing pipelines connecting with MWD, for a
period of up to two months while pipelines and facilities are being repaired.
Water conveyance facilities for the most part consist of pipelines and connections, flow control facilities,
and pumping stations. The three hundred miles of pipeline that are underground are not vulnerable to damage by
wildfires. The above-ground facilities are designed to be tolerant to damage by wildfires as the facilities are
constructed of poured concrete or slump block, and the rights of way near the building are landscaped with drought
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tolerant plants making the structures less vulnerable to damage by wildfires. The Water Authority’s Emergency
Operations Center (“EOC”) in Escondido, California, is activated during wildfires. An alternate EOC can be
activated at the San Diego Headquarters office, should the primary EOC be compromised. While activated, the
wildfires are monitored and operations and maintenance crews are dispatched to ensure that all above-ground
facilities are safe and remain operational. The Water Authority is also represented at the County’s Operational Area
EOC to best manage water interests during a major event. The last major wildfire in San Diego occurred in October
2007 and caused only minor damage to the Water Authority’s assets, facilities and projects.
The Water Authority has long maintained a focus on emergency preparedness and response. In 2007, the
Water Authority updated its emergency management program by publishing an Integrated Contingency Plan, which
complies with the National Incident Management System. In order to prepare for a major emergency, the Water
Authority regularly activates its EOC for planned event control, coordinates with member agencies on emergency
preparedness issues, and participates in County of San Diego Operational Area exercises.
Safety and Security
The Water Authority conducted two separate vulnerability analyses for its water delivery system in 2001
and 2003. The latter was required as part of the 2002 Bioterrorism Act. Since that time, the Water Authority has
implemented security improvements throughout the system including improved security procedures, redundant
communication systems, hardening facilities against physical attack, improving facility lighting, real time water
quality monitoring, and adding video surveillance capabilities. The Water Authority considers additional
improvements as technology advances, new threats are highlighted, and as each new facility is constructed. Physical
inspection by field staff is also performed regularly to aid in protection of Water Authority facilities and rights of
way. In addition, the Water Authority conducts periodic analyses of potential risks or vulnerabilities within the
SCADA and business system computer networks.
Although the Water Authority has undertaken many emergency preparedness and security improvements, a
terrorist attack or significant natural disaster could materially impair system operations, water deliveries, revenues,
and the Water Authority’s ability to pay its obligations.
THE CAPITAL IMPROVEMENT PROGRAM
The Water Authority’s Capital Improvement Program (the “CIP”) is designed to meet the mission of the
Water Authority to provide a safe and reliable supply of water to its member agencies serving the San Diego region.
A map in the front portion of this Official Statement provides the location of major components of the CIP.
In August 1989, the Board approved “The Water Distribution Plan, A Capital Improvement Program
Through the Year 2010.” The resolution the Board adopted stated in part that “in order to meet the existing and
future needs of its member agencies and the over three million people whom they serve, it is necessary that existing
pipeline capacities and filtration facilities be significantly improved.” The Water Distribution Plan contained ten
projects designed to meet the objectives of:
• increasing the capacity of the aqueduct system
• increasing the yield from existing water filtration plants
• obtaining additional water supplies from MWD
• increasing the reliability and flexibility of the aqueduct system
In annual reports to the Board since June 1991, the Water Authority has made modifications to the original
list of projects included in the Water Distribution Plan. New projects have also been added as needs have been
identified for a service area of more than three million inhabitants. When a project has been completed and placed
in service it is no longer included in the CIP budget. See Projects in the Capital Improvement Program.
Through June 30, 2010, $2.55 billion has been spent to complete various capital projects since 1989.
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The present CIP budget is $3.52 billion for 49 projects that are in various stages of planning, design, and
construction. Of such amount, approximately $1.36 billion has been expended with respect to projects that have not
been completed and placed in service and are remaining in the CIP budget, leaving an unspent balance in the CIP
budget of approximately $2.16 billion. The Water Authority expects to spend approximately $670 million over the
next five years on capital improvement projects. Approximately half of that amount, $321 million, is budgeted to be
spent in the fiscal years ending June 30, 2012 and June 20, 2013 budget period. Of this amount, approximately 85
percent of that will be spent on five construction projects.
Project Category

FY 2012
($M)

FY 2013
($M)

FY 2014
($M)

FY 2015
($M)

FY 2016
($M)

Total

Asset Management

33.4

46.6

6.5

63.2

57.4

173.7

New Facilities

25.6

19.1

17.1

31.1

33.1

126.0

Emergency Storage Program

144.0

37.5

71.1

42.6

8.1

303.3

Master Planning

1.8

2.0

0.5

4.9

6.9

16.1

Other

6.7

4.5

1.7

2.7

2.4

18.0

Total

211.5

109.7

96.9

144.6

107.9

670.6

The Water Authority plans to use a combination of funds to pay for the CIP, including proceeds derived
from the sale of long-term fixed rate debt, variable rate debt and cash generated from Water Authority operations.
Overall, the Water Authority plans to fund approximately 57 percent of its $3.52 billion CIP with long-term fixed
rate debt and the balance from short-term debt, variable rate debt and cash. The financial projections included in
this Official Statement reflect a long-term adherence to the overall funding ratio, rather than an attempt to maintain
this ratio of funding in individual years. See PROJECTED OPERATING RESULTS.
Projects in the Capital Improvement Program
The current CIP contains 49 projects. The projects are a mix of water transportation, storage, treatment,
flow control facilities, and pipeline relining and replacement projects.
•

The largest single aggregation of projects is the $1.2 billion ESP. The ESP is a mix of pipelines, dams,
reservoirs and pump stations to enhance the supply of emergency water within the Water Authority service
area. The majority of that work has been completed with only the San Vicente Dam Raise project
remaining as a substantial project that is currently under construction.

•

A substantial amount of future facilities work will be in the Water Authority’s Asset Management Program.
One of the primary components of that program is the relining and replacement of aging pipelines.
Expenditures in support of these activities are forecast to $50 million a year over the next ten years.

•

The balance of projects over the next 20 years beyond the ESP and relining/replacement of pipelines is
forecast to be in the construction of additional pipelines and flow control facilities and the pursuit of an
asset management program. The roadmap for future capital infrastructure will be determined by the
Facilities Master Plan Update scheduled to be completed in late calendar year 2012.

•

Fiscal year ended June 30, 2007 marked the peak of CIP expenditures at $290 million. Since that time, the
majority of the Water Authority’s large projects have either been completed or are in final stages of
construction. The San Vicente Dam Raise ($450 million), as provided above, is moving forward with
construction and is forecast to be completed in fiscal year ending June 30, 2013. The pipeline replacement
and relining project ($787 million) will continue to expend funds as noted above. Two new pipelines ($815
million) are currently planned to begin construction in about 10 years. The Camp Pendleton planning
phase desalination project has the potential to become a significant expenditure in the future.
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Cost Management Strategy
As construction costs began to spiral upward in the 2005 time frame, the Water Authority adopted a variety
of strategies to deal with the problem. Internally, the Water Authority examined the basis of its cost estimating
process and hired an economist to develop a model that would allow the Water Authority to forecast future project
costs more accurately based on the unique mix of projects, materials, and skills required by the CIP. This action was
combined with a look at the portfolio and timing of the CIP projects to ensure the best balance between reliability of
water supply and costs.
At the same time, the Water Authority accelerated its efforts to pursue CIP best management practices. In
2004, the Water Authority joined MWD in a regional benchmarking effort involving a dozen water agencies in the
Western United States. The purpose of the regional organization was to develop key capital improvement program
performance measures and benchmarks. This has yielded a body of knowledge on best capital improvement program
management practices that has been incorporated into the Water Authority’s CIP management practices. Within the
San Diego area the Water Authority is a member of a regional procurement committee consisting of large public
sector organizations with substantial capital improvement programs. The purpose of this multi-agency group is to
create a more competitive construction environment in San Diego County by creating uniform contracting and
procurement practices, simplifying contracting processes, and coordinating the timing of agency facility
construction contracts, making more bidders available for the same types of projects. This has led to several cost
savings strategies that are focused on making the regional construction market more competitive.
The Water Authority has a business practice of cultivating a relationship as “owner of choice” within the
regional construction community. The Water Authority has involved itself in a variety of industry forums as
speakers on topics of interest, building relationships with contractors through personal contacts, open houses, and
direct marketing techniques. Success has been achieved by using pre-advertisement open houses to hear potential
concerns of contractors and craft bid packages, where possible, to create bidder friendly outcomes. Subsequent
contractor bids on these projects have been very competitive.
In the current economy, the Water Authority has experienced contractor bids significantly below forecast
costs. If this trend continues, the Water Authority will use these savings to self-fund CIP costs.
FINANCIAL OPERATIONS
The Water Authority’s principal source of revenue is net revenues from the sale of water by the Water
Authority to its member agencies. The Water Authority’s rates and charges to member agencies for delivered water
are set to equal the cost of water to the Water Authority plus additional components (e.g., debt service costs, QSA
commitments). The Water Authority also levies water standby availability charges, capacity charges and
infrastructure access charges and receives hydroelectric power sales revenues and property tax revenues and Build
America Bonds interest subsidy payments. The Water Authority’s ability to generate revenue may be limited by
certain provisions of the State Constitution. See CONSTITUTIONAL LIMITATIONS.
Water Authority Water Rates and Charges
Water rates are established by the Board and are not subject to regulation by the California Public Utilities
Commission or by any other local, state or federal agency. The Water Authority bills member agencies for water
deliveries by the tenth business day of every month for water purchased during the prior month. Payments are due
from the member agencies by the last business day of the month and are delinquent if not paid by the tenth business
day of the following month.
Under the General Resolution, the Water Authority is required to fix rates which are reasonably fair and
nondiscriminatory and which will be at least sufficient for the payment of all amounts payable from Net Water
Revenues in each fiscal year and at least equal to 120 percent of Debt Service on all Bonds and Contracts
constituting Prior Obligations. Effective January 1, 2003, the Water Authority’s Board implemented a rate structure
designed to more effectively allocate the cost of service to its customers and to increase the proportion of revenues
collected by fixed charges. The new rate categories include fixed Storage and Customer Service Charges, and
variable Transportation, Melded M&I Treatment and Melded M&I Supply Rates. The Customer Service and
Storage Charges are fixed charges that enable the Water Authority to increase its coverage of fixed expenditures by
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fixed revenues. During the projection period ending June 30, 2015, the Water Authority projects that fixed revenues
will be approximately equal to 76 percent of fixed expenditures and will constitute approximately 64 percent of all
revenues. Agricultural customers pay the Transportation Rate and the Customer Service Charge while M&I
customers pay the Transportation Rate, the Customer Service Charge, and the Storage Charge, which funds the
Emergency Storage Project. Agricultural water users have elected to receive a reduced level of service during an
emergency, in return for excluding the cost of the Emergency Storage Project from their water rate, and pay MWD’s
Interim Agricultural Water Program rate instead of the Water Authority’s melded supply rate. In 2008 MWD
initiated a five-year phase-out of the IAWP, with a program termination date set for December 31, 2012. In
consideration of the IAWP phase-out, the Water Authority Board adopted the Transitional SAWR for agricultural
customers exiting the IAWP.
Rates effective January 1, 2011 through December 31, 2011 are as follows:
Customer Service Charge: The Customer Service Charge is set to recover costs that are necessary to
support the functioning of the Water Authority, to develop policies and to implement programs that benefit the
region as a whole. The Customer Service Charge is allocated among the member agencies on the basis of each
agency’s three-year rolling average of all deliveries (excludes member agency wheeled water). The aggregate
Customer Service Charge is currently $23,200,000.
Storage Charge: The Storage Charge is set to recover costs associated with the Emergency Storage Project.
Allocation of the Storage Charge is based on all non-agricultural water deliveries and is allocated among the
member agencies using a pro rata share of each agency’s three-year rolling average of non-agricultural deliveries
(including all users, member agencies, and third-party wheeling throughput). The aggregate Storage Charge is
currently $44,300,000.
Transportation Rate: The Transportation Rate is a uniform rate set to recover capital, operating and
maintenance costs of the Water Authority’s aqueduct system including all facilities used to physically transport the
water to member agency meters. The Transportation Rate is charged to each acre-foot of water as delivered by the
Water Authority through Water Authority facilities. All users of Water Authority pipeline facilities, whether
member agencies or third-party wheelers, pay the Transportation Rate. The Transportation Rate is currently $75 per
acre-foot.
Melded Untreated M&I Supply Rate: The Water Authority has a melded supply rate which recovers the cost
of water supply incurred by the Water Authority. These costs include the purchase of water from MWD, IID, the
Coachella Canal Lining Project and the All-American Canal Lining Project, costs of MWD wheeling for non-MWD
water supplies, and certain other costs associated with the QSA. The Melded Untreated M&I Supply Rate is currently
$597 per acre-foot.
Melded M&I Treatment Rate: The Water Authority has a melded treatment rate, which recovers the costs of
providing treated water. The melded treatment rate includes costs associated with MWD, Helix, and Olivenhain
treatment facilities, as well as the costs associated with the Water Authority’s treatment plant’s operations. The Melded
M&I Treatment Rate is currently $215 per acre-foot.
Transitional Special Agricultural Water Rate: The untreated Transitional SAWR agricultural water rate
effective January 1, 2011 is $527 per acre-foot. The treated Transitional SAWR agricultural water rate effective
January 1, 2011 is $742 per acre-foot. The Transitional SAWR is scheduled to sunset on December 31, 2012. Effective
January 1, 2013, agricultural water customers will be able to opt-in to the Water Authority’s permanent agricultural
water program.
Other Water Authority Charges
Other Water Authority rates and charges include the Infrastructure Access Charge (“IAC”), the Water
Standby Availability Charge, the System Capacity Charge and the Treatment Capacity Charge. These charges are
defined as follows:
Infrastructure Access Charge: In June 1998, the IAC was adopted as an additional source of fixed revenue
to improve coverage of the Water Authority’s projected fixed expenditures. The IAC is charged to each member
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agency based on the number and size of retail water meters within the member agency’s service area. On January 1,
1999, the Water Authority began charging its member agencies an IAC based upon the total household water meter
equivalents within each member agency service area as of December 31st of the previous year. The intent of the
IAC is to provide the Water Authority with the balance of “fixed” revenues required to generate a minimum 25
percent ratio of fixed revenues to fixed expenditures after taking into account the Water Authority’s existing fixed
revenues produced by the Water Standby Availability Charge and property taxes and excluding revenues from the
fixed Customer Service Charge and Storage Charge from the calculation. The Infrastructure Access Charge
effective January 1, 2011 is $2.49 per meter equivalent per month.
Water Standby Availability Charge: The Water Authority obtained legislative authorization in 1988 to levy
and collect annual water standby availability charges of up to $10 per acre (and on each parcel less than an acre).
The Water Authority implemented these $10 water standby availability charges in the fiscal year beginning July 1,
1989. It is the policy of the Board that revenues from this source will be restricted to payment of construction
expenditures under the CIP and to debt service. The water standby availability charge is deemed an assessment
under Article XIIID of the California Constitution. See CONSTITUTIONAL LIMITATIONS - Article XIIIC
and XIIID. Since November 6, 1996, the Water Authority has levied the water standby availability charge at the
maximum permitted level.
System Capacity Charge: In May 1990, the Water Authority’s Board of Directors adopted a System
Capacity Charge on all new or larger retail water meters installed. The charge is designed to recover a proportionate
share of the capital costs associated with providing services to new connections in the Water Authority’s service
area. In May 2005, the Board of Directors of the Water Authority approved a change in the System Capacity
Charge calculation methodology, which balances the extra capacity present in the system financed by existing
customers with the benefits of use by future customers. The System Capacity Charge is currently $4,326 per meter
equivalent.
Treatment Capacity Charge: In May 2005, the Board of Directors of the Water Authority also approved the
creation of a Treatment Capacity Charge to help fund the Water Authority’s regional water treatment facility. The
charge recovers a portion of the capital costs from the future users of the facility. Like the System Capacity Charge,
the fee is based upon the size of the meter installed. The Treatment Capacity Charge is currently $166 per meter
equivalent.
Revenues from System Capacity Charges and Treatment Capacity Charges are related directly to
development activity in the Water Authority service area. Reductions in building activity such as those experienced
in recent years may result in the receipt by the Water Authority of significantly lower System Capacity Charge and
Treatment Capacity Charge revenues. See APPENDIX B – ECONOMY OF SAN DIEGO COUNTY – Building
Activity.
Bankruptcy or Financial Failure of a Member Agency
The financial failure or bankruptcy of a member agency could adversely affect the ability of such member
agency to honor its obligations to the Water Authority (including its obligation to pay the purchase price of water
delivered by the Water Authority to such member agency). The Water Authority is not aware of the existing or
impending financial failure or bankruptcy of any member agency, but there can be no assurance that a financial
failure or bankruptcy of a member agency will not occur. If a member agency were to become bankrupt, the Water
Authority’s right to receive payment for water delivered prior to bankruptcy but not invoiced or invoiced but not
paid, for example, may be limited to the rights of an unsecured creditor of the bankrupt entity. Further, there can be
no assurance that the Water Authority will be physically able or legally permitted to cease or interrupt deliveries of
water to a non-paying member agency. The Water Authority believes that any reduction in Water Revenues as a
result of the inability to collect payment for water delivered to a bankrupt member agency or as a result of any
temporary interruption or reduction of water deliveries will not be material. The Water Authority further believes
that, following such bankruptcy, the amount of water delivered for the service area currently served by such member
agency will not be reduced and that the Water Authority will be able to obtain payment for such water.
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Other Water Authority Sources of Funds
The Water Authority receives hydroelectric power sales revenues property tax revenues and subsidy
payments from the United States Treasury relating to Build America Bonds.
Hydroelectric Power Sales Revenues. The Water Authority derives small amounts of operating revenue
from hydroelectric sales and from miscellaneous fees and charges. The Water Authority currently sells energy to
SDG&E from its Rancho Penasquitos Pressure Control Facility. The Water Authority’s Lake Hodges facility is
anticipated to be in service after fiscal year ending June 30, 2012.
Property Tax Revenues. The Water Authority receives a portion of the 1 percent ad valorem property tax
levied and collected by the County of San Diego pursuant to Article XIIIA of the California Constitution. Member
agencies of the Water Authority may elect to pay in-lieu charges instead of the tax levy. The Water Authority’s
share of ad valorem tax revenues allocated by the County that is not used to pay voter-approved indebtedness is
available to pay Maintenance and Operation Costs. There is currently no voter-approved indebtedness outstanding.
The Water Authority is expressly empowered under the Act to levy taxes on all taxable property within its
boundaries for the purpose of paying its voter-approved indebtedness and, subject to certain limitations in the Act,
the California Revenue and Taxation Code and the California Constitution, for other Water Authority purposes. See
CONSTITUTIONAL LIMITATIONS.
Proposition 1A, enacted by California voters in 2004 as an amendment to the State Constitution, is intended
to, among other things, stabilize local government revenue sources by restricting the State’s control over local
property taxes. Proposition 1A allows the State to divert up to 8 percent of local property tax revenues for State
purposes only if: (i) the Governor declares such action to be necessary due to a State fiscal emergency; (ii) twothirds of both houses of the Legislature approve the action; (iii) the amount diverted is required by statute to be
repaid within three years; (iv) the State does not owe any repayment to local agencies for past property tax or
Vehicle License Fee diversions to local agencies; and (v) such property tax diversions do not occur in more than two
of any ten consecutive fiscal years.
The amended fiscal year 2009-2010 State Budget included a Proposition 1A diversion of $1.935 billion in
local property tax revenues from cities, counties, and special districts to the State to offset State general fund
spending for education and other programs. Such diverted revenues must be repaid, with interest, no later than
June 30, 2013. Property tax revenues in the amount of approximately $644,000 that would have been received by
the Water Authority in the fiscal year ending June 30, 2010 were so diverted.
Build America Bond Interest Subsidy Payments. The Water Authority is entitled to receive Interest
Subsidy Payments in connection with the payment by the Water Authority of interest on the 2010B Bonds.
Cost of MWD Water
The water rates charged by MWD for delivered water are the principal cost to the Water Authority of
MWD water. However, the Water Authority is also obligated to pay MWD’s Readiness-to-Serve (“RTS”) Charge
and Capacity Reservation Charge (“CRC”), which are described below. The Water Authority’s policy is to pass
through all of MWD’s charges to the Water Authority’s member agencies. Currently, MWD has three classes of
water service:
Full Service Water. Full service water service, formerly known as non-interruptible water service,
includes water sold for domestic and municipal uses. Full service sales are expected to remain the major
component of MWD water sales in the future. Full service water sales are subject to the applicable Supply
Rate (Tier 1 or Tier 2), Delta Supply Surcharge, System Access Rate, System Power Rate and the Water
Stewardship Rate, which are discussed below. Effective January 1, 2011, the combined rate is $527 per
acre-foot for untreated Tier 1 deliveries and $744 per acre-foot for treated Tier 1 deliveries.
Interim Agricultural Water Program. This program, adopted in 1994, provides a discounted rate for
agricultural water users that are permitted to receive only surplus water not needed for domestic or
municipal purposes. Effective January 1, 2011, the agricultural water rate for treated water is $687 per
acre-foot and the rate for untreated agricultural water is $482 per acre-foot. The maximum amount of
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agricultural water that MWD may deliver to the Water Authority on an annual basis under this program is
100,459 acre-feet. Should a water shortage occur, MWD may reduce deliveries of agricultural water under
the program by 30 percent before imposing supply cutbacks on full service deliveries. In January 2008,
MWD cut agricultural water deliveries by the full 30 percent to manage demand. Beginning in 2010, this
program is being phased out over a three-year period and will be completely phased out by December 31,
2012.
Replenishment. Replenishment water is sold when surplus water is available for delivery, to be used
by the purchasing member agency to offset demands on MWD in times of shortage. Effective January 1,
2011, the rate for treated replenishment water is $601 per acre-foot and the rate for untreated replenishment
water is $409 per acre-foot. MWD discontinued replenishment deliveries in mid-2007 due to limited
supplies but has not terminated the program.
Full Service Water Rates and Charges. MWD’s water rates are established by majority vote of the MWD
Board and are not subject to regulation by the California Public Utilities Commission or by any other local, state or
federal agency. Rates must, subject to certain provisions of the MWD Act, be uniform for any class of service, and
no water may be provided free of charge. Under the MWD Act, MWD is required, so far as is practicable, to fix
such rate or rates for water as will result in revenue which will pay the operating expenses of MWD, provide for
repairs and maintenance, provide for payment of the purchase price or other charges for property or services or other
rights acquired by MWD and provide for the payment of the interest and principal of the bonded debt of MWD,
subject to the applicable provisions of the MWD Act authorizing the issuance and retirement of such bonds. The
same water rate is charged for water provided from the Colorado River and the SWP.
The current rate structure unbundles MWD’s previous water rate into separate rates and charges to reflect
the different services (System Power Rate, Treatment Surcharge, System Access Rate, and Water Stewardship Rate)
provided by MWD. The rate structure also includes a two-tiered block pricing structure for water supply and a
Delta Supply Surcharge to account for expenses related to obtaining additional supplies due to Delta pumping
restrictions.
The two-tiered block pricing structure is based upon MWD member agencies’ commitment to purchase
water from MWD by means of a voluntary purchase order. Under each purchase order, a member agency agrees to
purchase, over the ten-year term of the contract, an amount of water equal to at least 60 percent of its highest firm
demand for MWD water in any fiscal year from 1989-1990 through 2001-2002 multiplied by ten. MWD member
agencies are allowed to vary their purchases from year to year, but an MWD member agency will be obligated to
pay for the full amount committed under the purchase order, even if it does not take its full purchase order
commitment by the end of the ten-year period. In consideration of its purchase order, an MWD member agency that
executed a purchase order is entitled to purchase a greater amount of water at the lower Tier 1 Water Supply Rate
than a member agency not executing a purchase order.
Each MWD member agency that executed a purchase order will be allowed to purchase up to 90 percent of
its base amount at the Tier 1 Water Supply Rate in any fiscal year during the term of the purchase order, and its base
amount will be the greater of (1) its highest firm demand for MWD water in any fiscal year from 1989-1990 through
2001-2002 or (2) its ten-year rolling average of firm demand of MWD water. The Water Authority has executed a
purchase order for a minimum of 3,342,571 acre-feet of water over the ten years ending December 31, 2012. As of
June 30, 2010, the Water Authority had purchased a total of 3,423,379 acre-feet, 80.808 acre-feet above the
purchase commitment. As a result, the Water Authority has successfully met its purchase order obligation.
In April 2009, the MWD Board approved implementing the Water Supply Allocation Plan at a Regional
Shortage Level 2. The implementation of the allocation plan, effective July 1, 2009 through June 30, 2010, limits
member agencies’ access to MWD supplies without penalty. Data used to determine a member agency’s allocation
includes historical deliveries by MWD, local supply production within the member agency, and actual local supply
production during the allocation year. An agency that exceeds its allocation will be assessed a penalty and billed at
the end of the allocation year. As MWD staff presents monthly implementation reports to the board, member
agencies will continue to have the opportunity to appeal their respective allocations. The Water Authority’s total
allocation under Level 2 is 446,239 acre-feet, including 410,381 acre-feet for M&I and 35,858 acre-feet for IAWP.
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In April 2010, the MWD Board approved a 7.5 percent rate increase that took effect January 1, 2011. That
increase assumed water sales of 1.9 million acre-feet, and a $1.796 billion budget, including $412 million for capital
projects. This sales assumption took into account continued replenishment sales curtailment, a 30 percent reduction
in the interim agricultural water sales, and 1.9 million acre-feet of firm sales. Staff also projected that the overall
rates and charges could increase by about 21.5 percent in 2011.
The following adopted MWD rates and charges became effective January 1, 2011 and will remain in effect
until December 31, 2011:
Tier 1 and Tier 2 Water Supply Rates: The Tier 1 and Tier 2 Water Supply Rates are designed to recover
MWD’s water supply costs. The Tier 2 Water Supply Rate is designed to reflect MWD’s costs of acquiring new
supplies. MWD member agencies will be charged the Tier 1 or Tier 2 Water Supply Rate for water purchases, as
described above. Effective January 1, 2011, the Tier 1 Water Supply Rate is $104 per acre-foot and the Tier 2
Water Supply Rate is $280 per acre-foot.
Delta Supply Surcharge: This new charge, which began in 2010, was created to reflect the impact of Delta
pumping restrictions on MWD’s financing. It is designed to recover the costs of additional supply that MWD faces
as a result of the pumping restrictions (such as purchases from the Drought Bank, additional purchases from PVID,
Yuma Desalter, etc.), lost value in supplies available from the SWP, and the cost of personnel and consultants
working to develop improved supply and ecological conditions in the Delta. This surcharge will be added on all
Tier 1 sales, as well as included as part of the cost of water purchased under the replenishment and interim
agricultural water programs. It is envisioned that the charge would be phased out as interim Delta improvements
ease pumping restrictions. Effective January 1, 2011, the Delta Supply Surcharge is $51 per acre-foot.
System Access Rate: The System Access Rate is intended to recover a portion of the costs associated with
the conveyance and distribution system, including capital, operating and maintenance costs. All users (including
member agencies and third-party wheeling entities) of the MWD system will pay the System Access Rate. Effective
January 1, 2011, the System Access Rate is $204 per acre-foot.
Water Stewardship Rate: The Water Stewardship Rate will be charged on a dollar per acre-foot basis to
collect revenues to support MWD’s financial commitment to conservation, water recycling, groundwater recovery
and other water management programs approved by MWD. The Water Stewardship Rate will be charged for every
acre-foot of water conveyed by MWD. Effective January 1, 2011, the Water Stewardship Rate is $41 per acre-foot.
System Power Rate: The System Power Rate will be charged on a dollar per acre-foot basis to recover the
cost of power necessary to pump water from the State Water Project and Colorado River through the conveyance
and distribution system for MWD’s member agencies. The System Power Rate will be charged for all MWD
supplies. Entities wheeling water will continue to pay the actual cost of power to convey water on the State Water
Project, the Colorado River Aqueduct or the MWD distribution system, whichever is applicable. Effective
January 1, 2011, the System Power Rate is $127 per acre-foot.
Treatment Surcharge: MWD will continue to charge a treatment surcharge on a dollar per acre-foot basis
on treated deliveries. The treatment surcharge is set to recover the cost of providing treated water service, including
capital and operating costs. Effective January 1, 2011, the Treatment Surcharge is $217 per acre-foot.
MWD Fixed Charges. In addition to the rates and charges discussed above, MWD also levies fixed charges
on its member agencies. The Water Authority treats these charges as direct pass-through costs and allocates them to
member agencies based upon water deliveries.
Capacity Reservation Charge: The Capacity Reservation Charge is a fixed charge levied on the maximum
per day demand placed with the system by the member agency. Effective January 1, 2011, the Capacity Charge is
$7,200 per cubic foot second of maximum daily flow requested. The Water Authority’s Board has directed that the
Capacity Reservation Charge will be recovered proportionately based on a five-year rolling average of member
agency flows during coincidental peak weeks. For the calendar year 2011 the charge is $9,204,480.
Readiness-to-Serve Charge: MWD’s “Readiness-to-Serve” (“RTS”) charge is designed to recover the
principal and interest payments on non-tax supported debt service issued to fund capital improvements necessary to
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meet continuing reliability and water quality needs associated with current demands. For fiscal year ending June 30,
2011 the Water Authority’s RTS charge is $31,291,362.
MWD member agencies have the option to utilize MWD’s existing standby charge as a means to collect
their RTS charge. Standby charge collections are credited against the member agencies’ RTS charges. The Water
Authority has elected to collect a portion of its RTS charge through standby charges. The standby charge levied
within the Water Authority’s service area to finance the Water Authority’s RTS obligation is presently $11.51 per
parcel. These charges generated $12,745,381 in the fiscal year ended June 30, 2011. Standby charges are classified
as assessments by the terms of Article XIIID of the California Constitution. See CONSTITUTIONAL
LIMITATIONS.
The net RTS charge to the Water Authority for the fiscal year ending June 30, 2011 is $18,596,491, which
includes MWD’s administrative fees, and is passed through to the Water Authority’s member agencies. The net
RTS charge is allocated among MWD member agencies on the basis of each agency’s ten-year rolling average of
firm demands (including water transfers and exchanges conveyed through system capacity). This allocation is
revised each year.
Other MWD Levies and Impositions. MWD also levies ad valorem taxes on property within the Water
Authority’s service area, which MWD collects directly from San Diego County.
MWD Water Rate Challenge. On June 11, 2010, the Water Authority filed a lawsuit challenging MWD’s
water rates for 2011 and 2012. The litigation is currently pending in Superior Court in the County of San Francisco,
California, Case No. CPF-10-510830. The suit alleges that MWD improperly overcharges for the transportation of
water. The Water Authority is the single largest user of MWD transportation services. The Water Authority uses
MWD facilities to transport conserved Colorado River water from IID and the lining of portions of the
All‐American and Coachella canals. The Water Authority has formally protested payment of MWD’s rates after
January 1, 2011 and has demanded that MWD escrow approximately $38 million pursuant to the agreement between
the Water Authority and MWD for the transportation of the conserved Colorado River water. A trial date has not
been set, but it is anticipated to occur in 2011.
Cost of IID Water
The rate charged for untreated IID water for calendar year 2011 is $818 per acre-foot inclusive of the
MWD wheeling charge. The cost of the IID water consists of (1) the price paid to IID, and (2) the MWD charge for
exchanging the transfer water at Lake Havasu for a like amount delivered to the Water Authority in its service area.
On December 21, 2009 the Water Authority and IID settled a dispute over the price per acre-foot for conserved
water and executed a Fifth Amendment to the Water Transfer Agreement. Pursuant to the amendment, the price per
acre-foot for IID water (exclusive of MWD transportation charge) for calendar years 2012 through 2015 is as
follows:
Calendar Year

Price per Acre-Foot

2012
2013
2014
2015

$491
540
594
624

For calendar years 2016 through 2034, the price per acre-foot will be based on the annual increase in the Gross
Domestic Product Implicit Price Deflator as published by the Bureau of Economic Analysis of the United States
Department of Commerce in the Survey of Current Business applied to the prior year price per acre-foot. Under the
Fifth Amendment to the Water Transfer Agreement the Water Authority paid IID six million dollars ($6,000,000) on
December 31, 2009 and fifty million dollars ($50,000,000) on October 1, 2010, If a transfer stoppage occurs as a
result of pending QSA litigation after the fifty million dollar payment is made, IID shall pay to the Water Authority
the following amount , as identified on the table set forth below.
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Transfer
Stoppage Date

Amount of IID
Repayment

2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021-2034

$49,000,000
$32,000,000
$25,000,000
$20,000,000
$15,000,000
$12,000,000
$9,000,000
$6,000,000
$5,000,000
$5,000,000
$5,000,000
$0

See WATER AUTHORITY WATER SUPPLY – Quantification Settlement Agreement - Quantification
Settlement Agreement Related Litigation. Beginning in 2035, either the Water Authority or IID can, if certain
criteria are met, elect a market rate price through a formula described in the Water Transfer Agreement. The 2011
adopted cost for MWD’s exchange of water, or the wheeling rate, is $372 per acre-foot from January 1 through
December 31, 2011. The adopted rate for 2012 is $396 per acre-foot from January 1 through December 31, 2012.
Future wheeling rates shall be equal to the charge set by MWD pursuant to applicable law and regulation generally
applicable to the conveyance of water by MWD on behalf of its member agencies. See Cost of MWD Water.
See INFORMATION CONCERNING THE METROPOLITAN WATER DISTRICT OF
SOUTHERN CALIFORNIA
Cost of Water Conserved from Canal Lining Projects
The Water Authority will not pay a supply cost for water received from the AACLP and CCLP; however,
an estimated $10 per acre-foot will be necessary for operations and maintenance expenses at the canals. Any
construction cost that exceeds State funding will be recovered in the Melded M&I Supply Rate. The total project
cost of the CCLP was $129 million of which $84 million was available from the State General Fund and Proposition
50 funds. The total project cost for the AACLP was $319 million of which $170 million was available from the
State General Fund, Proposition 50 funds, and Proposition 84 funds. The Water Authority financed the costs that
exceeded State funding on both canal lining projects. The Water Authority will pay MWD the same wheeling rate
for this water as it will pay for the IID transfer water. See WATER AUTHORITY WATER SUPPLY Quantification Settlement Agreement.
Cost of Seawater Desalination Water from Carlsbad Facility
In July 2010, the Water Authority and Poseidon agreed to a term-sheet that will serve as the foundation of a
future water purchase agreement between the Water Authority and Poseidon. Contained within the term-sheet is a
commitment by Poseidon to a unit cost for water from the facility at a price calculated to be $1,661 per acre-foot, in
2010 dollars. This price is subject to finalization of construction, operating, and financing costs and completion of
the water purchase agreement.
Fixed Rate Debt
The Water Authority has no voter-authorized general obligation water bonds and there are no authorized
but unissued general obligation bonds of the Water Authority.
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Prior Obligations comprised of 1997A Certificates, 1998A Certificates, 2002A Certificates, 2004A
Certificates, 2005A Certificates, 2008A Certificates, 2010A Bonds and 2010B Bonds in aggregate principal
amounts of $6,110,000, $11,685,000, $236,750,000, $425,000,000, $107,455,000, $558,015,000, $98,495,000, and
$526,135,000, respectively, are currently outstanding. The 2011S-1 Bonds are Subordinate Obligations payable
from Net Water Revenues on a basis subordinate to all outstanding fixed rate debt.
The Water Authority also expects to issue additional bonds in August 2011 that will constitute Prior
Obligations payable from Net Water Revenues on a senior basis to the 2011S-1 Bonds for the purpose of refunding
the Water Authority’s obligations under certain of the outstanding Prior Obligations listed above. Such bonds are
not offered hereby.
Commercial Paper Program
The Water Authority’s only form of variable rate debt outstanding consists of commercial paper notes,
which was issued in an initial aggregate principal amount of $40,000,000 in November 1995 and are currently
outstanding in the amount of $460,000,000, $360,000,000∗ aggregate principal amount of which will remain
outstanding following the issuance of the 2011S-1 Bonds. The commercial paper notes are Subordinate Obligations
under the General Resolution and are payable from Net Water Revenues on a basis subordinate to payment of the
Prior Obligations. The Water Authority currently has lines of credit providing liquidity for its commercial paper
program provided by Bayerische Landesbank, acting through its New York Branch; BNP Paribas; Barclays Bank
PLC; Wells Fargo Bank, National Association; and Citibank, N.A. The Water Authority currently projects to
commence the reduction of the amount of outstanding commercial paper in 2020. None of the Water Authority’s
debt obligations are variable rate demand obligations, and the Water Authority has no interest rate exposure relating
to auction rate securities. The Water Authority has not entered into any interest rate swap agreements or similar
hedging arrangements with respect to its outstanding debt obligations, nor is it permitted to do so under its current
debt management policy.
The following table sets forth the series of commercial paper notes to remain outstanding following
issuance of the 2011S-1 Bonds, the provider of each line of credit supporting such series, the facility expiration date,
and the principal component supported by each facility.
Series

Line of Credit Provider

Facility Expiration
Date

Principal Amount of Notes
Supported

1
4
5

Bayerische Landesbank, acting through its New
York Branch
Barclays Bank plc
Wells Fargo Bank, National Association

June 30, 2013
June 29, 2013
June 29, 2014

$110,000,000
$100,000,000
$100,000,000

Citibank, N.A.

June 29, 2014

$50,000,000

6
Total

$360,000,000

The 2011S-1 Bonds are payable from Net Water Revenues on a parity with commercial paper notes and
any obligations payable to the liquidity providers with respect thereto.
Future Financial Commitments Related to the QSA
Socioeconomic Mitigation Payments. On May 8, 2007 the Water Authority and IID executed an agreement
that settled all disputes related to the payment by the Water Authority for potential third-party socioeconomic
impacts from the water transfer. The value of the settlement was $50 million, of which the Water Authority agreed
to pay $40 million. The Water Authority has already paid $19.4 million into a fund for potential socioeconomic
impacts and the remaining $20.6 million will be paid in equal annual installments of $2.94 million between 2011
and 2017. IID and the Water Authority recognize that in exchange for the commitments in the settlement agreement

∗

Preliminary, subject to change.
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between the two parties, IID will remain solely responsible for any additional socioeconomic mitigation funding
necessary to mitigate the impacts of the IID fallowing program for transfer of conserved water to the Water
Authority and to mitigate impacts on the Salton Sea in connection with the water transfer should the SWRCB, the
California Legislature, or any court order additional funding for such purpose.
Water Authority Prepayment for Water. Pursuant to the Revised Fourth Amendment to the Conserved
Water Transfer Agreement between IID and the Water Authority, in December 2007 the Water Authority made a
payment of $10 million to IID for future deliveries of water. Beginning in 2018 through the end of 2033, if not
repaid sooner, IID will credit the Water Authority’s monthly invoice $55,555.56 plus interest accrued after 2018.
QSA JPA Environmental Mitigation Payments. Pursuant to the QSA Funding Agreement, the Water
Authority is scheduled to make annual payments through 2025 in support of the environmental mitigation
requirements related to the QSA. See WATER AUTHORITY WATER SUPPLY – Quantification Settlement
Agreement.
Financial Management Policies
In August 2006, the Board adopted two enhancements to the Water Authority’s financial management
policies. These policy enhancements are being phased-in over a three year period. The adopted enhancements
include setting a 1.50x coverage target for senior lien debt service (1.00x coverage excluding capacity charges) and
setting a new target and maximum fund balance for the Rate Stabilization Fund.
The new target for debt service coverage is designed to both enhance the Water Authority’s credit ratings
and increase the cash funding of the CIP. As a result of the increased cash funding of the CIP, the Water Authority
anticipates cash will be used to fund approximately 23 percent of the projected CIP expenditures. Due to short term
volatility in water sales, the Water Authority is not expected to return to the target level of 1.50x until fiscal year
ended June 30, 2014
The Rate Stabilization Fund is designed to mitigate the negative financial impacts of decreased water sales
resulting from wet weather. The enhanced Rate Stabilization Fund target balance is equal to the negative financial
impact of 2.5 years of wet weather and the maximum fund balance is set equal to the negative financial impact of
3.5 years of wet weather. As of June 30, 2010, the Water Authority had approximately $43.43 million on deposit in
the Rate Stabilization Fund. The Rate Stabilization Fund provides financial protection against drought-induced
reductions in water sales as well. While the Water Authority is not obligated to maintain any funds in the Rate
Stabilization Fund, achieving the target level is a long-term goal.
Cash and Investments
The Water Authority’s cash and investments are segregated by restricted and unrestricted amounts.
Restricted cash and investments include the Pay Go, Bond and Debt Service Reserve funds. At June 30, 2010, the
breakdown between restricted and unrestricted amounts is as follows:
Current assets:
Cash and investments
Restricted cash and investments
Total current assets
Noncurrent assets:
Cash and investments
Restricted cash and investments
Total noncurrent assets
Total cash and investments

$ 96,667,087
565,858,310
$662,525,397
$ 37,678,064
216,097,708
$ 253,775,772
$ 916,301,169

See APPENDIX A - WATER AUTHORITY FINANCIAL STATEMENTS.
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Investment Policy
The investment policies and practices of the Board of Directors and the Treasurer of the Water Authority
are based upon limitations placed on it by governing legislative bodies. These policies have three primary goals:
1.

To assure compliance with all Federal, State and local laws governing the investment of monies
under the control of the Treasurer.

2.

To protect the principal monies entrusted to the Water Authority.

3.

To generate the maximum amount of investment income within the parameters of the Water
Authority’s Annual Statement of Investment Policy.

The primary objectives of the Water Authority’s investment policy are:
•

Safety

•

Liquidity

•

Yield (after the basic requirements of safety and liquidity have been met)

•

Public trust (participants in the investment process are custodians of the public trust)

The Board of Directors reviews and amends the Water Authority’s investment policy from time-to-time.
HISTORICAL OPERATING RESULTS

Water Authority Revenues
Water Sales Revenues. The following table provides the total water sales by the Water Authority during
the fiscal years ended June 30, 2006 through June 30, 2010 that resulted in the water sales revenue in the “Gross
Receipts from Water Authority Water Sales” table.
Historical Water Authority Water Sales
Water Authority
Fiscal Years
Water Sales (af)
Ended June 30
2006
581,213
2007
660,455
2008
613,095
2009
557,762
2010
492,350

The following table provides a summary of the Water Authority’s gross receipts from water deliveries to
member agencies for the fiscal years ended June 30, 2006 through June 30, 2010.
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GROSS RECEIPTS
FROM WATER AUTHORITY WATER SALES1
Fiscal Years Ended June 30
(In Thousand Dollars)
MEMBER AGENCY
Carlsbad M.W.D.
Del Mar, City of
Escondido, City of
Fallbrook P.U.D.
Helix W.D.
Lakeside W.D.2
Oceanside, City of
Olivenhain M.W.D.
Otay W.D.
Padre Dam M.W.D.2
Pendleton Military Reservation
Poway, City of
Rainbow M.W.D.
Ramona M.W.D.
Rincon del Diablo M.W.D.
San Diego, City of
San Dieguito W.D.
Santa Fe I.D.
Sweetwater Authority 3
Vallecitos W.D.
Valley Center M.W.D.
Vista I.D.
Yuima M.W.D.
Total 4

1

2
3
4

2006
12,520
679
11,322
8,418
16,286
0
16,056
11,212
24,327
11,848
44
7,297
14,003
5,932
4,771
100,761
2,985
5,397
2,869
11,307
20,860
8,390
1,358
$ 298,642

2007
13,862
760
13,764
9,499
20,062
1,331
18,001
12,083
25,709
11,694
59
7,962
15,986
5,933
5,191
117,018
2,990
5,822
4,490
13,212
24,276
11,402
1,552
$ 342,658

$

$

2008
$ 11,751
738
15,250
8,153
21,163
2,511
18,253
15,923
21,129
9,243
38
8,090
14,149
6,124
3,973
124,187
2,644
5,135
6,605
13,155
20,670
12,314
1,849
$ 343,047

2009
$14,281
740
12,810
9,738
27,076
2,953
18,984
14,157
26,211
10,670
63
8,431
16,989
5,367
5,478
121,901
2,356
5,060
6,430
14,081
22,441
11,250
1,311
$ 358,778

2010
16,194
838
14,811
10,972
21,472
3,135
19,668
14,279
29,330
11,555
63
7,733
18,823
6,155
5,809
140,194
1,958
4,746
9,900
15,114
25,505
13,145
2,041
$ 393,440
$

Gross sales represent total water sales invoiced less adjustments for certain items such as agricultural and reclaimed water, treatment
credits, and infrastructure access charges. Totals may not add due to rounding,
Padre Dam M.W.D. was reorganized into Padre Dam M.W.D. and Lakeside W.D. in 2007.
Represents sales to the City of National City and South Bay I.D. for which Sweetwater Authority acts as purchasing agent.
In addition to the total water sales revenue shown, in some years the Water Authority has also received a minor amount of revenues from
adjacent water districts that provide water to customers within the Water Authority’s service area under operating agreements. These
revenues are not included in this chart.

Water Standby Availability Charges. Total revenues from water standby availability charges for fiscal
years ended June 30, 2009 and June 30, 2010 were $11,311,384 and $11,240,386, respectively.
System Capacity Charges. In 1989, the Act was amended to give the Water Authority the power to fix and
impose capacity charges upon each member agency within the Water Authority or upon the ultimate users of water
delivered by the Water Authority to the member agency. It is the policy of the Board that revenues from this source
will be restricted to pay construction expenditures under the CIP and to pay debt service. The current capacity
charge is $4,326 per connection under one inch. A factor, depending on the size of the larger meter, is applied to
such base charge to determine the cost of each larger meter. Total revenues from system capacity charges collected
for fiscal years ended June 30, 2009 and June 30, 2010 were $12,805,268 and $9,909,451, respectively.
Treatment Capacity Charges. In May 2005, the Board also approved the creation of a Treatment Capacity
Charge to help fund the Water Authority’s regional water treatment facility. The charge recovers a portion of the
capital costs from the future users of the facility. Total revenues from system capacity charges collected for fiscal
years ended June 30, 2009 and June 30, 2010 were $460,340 and $389,477, respectively.
Infrastructure Access Charges. The IAC charges collected for fiscal years ended June 30, 2009 and
June 30, 2010 were $19,389,790 and $21,241,060, respectively.
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Other Operating Revenues. Total revenues from hydroelectric sales for the fiscal years ended June 30,
2009 and June 30, 2010 were $1,012,373 and $1,208,178, respectively. Other operating revenues from fiscal years
ended June 30, 2009 and June 30, 2010 totaled $1,736,181 and $950,738, respectively.
Property Tax Revenues. Ad valorem tax revenues allocated to the Water Authority by the County, net of
ERAF payments and refunds for the fiscal years ended June 30, 2009 and June 30, 2010, totaled $8,760,552 and
$8,341,559, respectively. In-lieu revenue for the fiscal years ended June 30, 2009 and June 30, 2010 totaled
$1,706,932 and $1,630,065, respectively.
Operating Expenses and Depreciation and Amortization
The primary component of the Water Authority’s operating expenses consists of the cost of water sales.
The cost of water sales primarily consists of water purchases from MWD. For the fiscal years ended June 30, 2009
and June 30, 2010, the cost of water sales was $269,835,859 and $291,385,187, respectively. The balance of
operating expenses consists of operations and maintenance, planning and reclamation and general and administrative
costs. For the fiscal years ended June 30, 2009 and June 30, 2010, these costs totaled $42,723,519 and $39,395,044,
respectively. Depreciation and amortization charges for the years ended June 30, 2009 and June 30, 2010 totaled
$30,038,388 and $30,657,250, respectively.
Summary of Historical Operating Results
The following table summarizes the Water Authority’s operating revenues, operating expenses and net
revenues for the five fiscal years ended June 30, 2006 through June 30, 2010. Depreciation and amortization
expenses are neither operating expenses nor debt service and are not reflected in the table. The operating revenues,
operating expenses and net water revenues in each of said fiscal years shown are derived from the Financial
Statements of the Water Authority. The Financial Statements of the Water Authority for the years ended June 30,
2010 and June 30, 2009 and the report thereon of Lance, Soll & Lunghard L.L.P., Independent Auditors, are
included as Appendix A to this Official Statement. The following table should be read in conjunction with such
Financial Statements. Lance, Soll & Lunghard L.L.P. have not reviewed the following table.
The Water Authority experienced a dramatic decrease in fiscal year ended June 30, 2010 water sales
volumes as a result of extraordinary regional water conservation efforts. However, because the Water Authority’s
rate and charge structure is comprised of a balanced mix of fixed and commodity charges, water sales revenues were
down 14% while the cost of water was down 16% from previous projections. Combined with aggressive cuts to the
Operations and Maintenance budget and higher than expected capacity charge revenues, the Water Authority was
able to achieve the Board’s target senior lien debt service coverage target of 1.50x.
Debt Service Coverage has been calculated in accordance with the provisions of the General Resolution,
which excludes deposits to the RSF from Water Revenues and includes withdrawals from the RSF as Water
Revenues. In fiscal years ended June 30, 2009 and June 30, 2010 no transfers were made from the RSF. The Debt
Service Coverage ratios for fiscal years ended June 30, 2009 and June 30, 2010 were 1.50x and 1.50x, respectively.
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HISTORICAL OPERATING RESULTS
(In Thousand Dollars)*
(Fiscal Years Ended June 30)

Operating Revenues:
Water Sales 1
Water Standby Availability Charge
Capacity Charges 2
Infrastructure Access Charges 2
Total Operating Revenues
Plus Withdrawals from or Minus Deposits to
the Rate Stabilization Fund
BABs Interest Rate Subsidy 3
Non-Operating Revenue 4
Total Revenues 5
Operating Expenses 6
MWD Water Purchases
Other Maintenance & Operations Costs 7
Total Operating Expenses
Application of Net Tax Receipts
Net Operating Expenses
Net Water Revenue Available for Debt Service
Revenue Supported Debt Service 8
1993 Certificates
1997 Certificates
1998 Certificates
2002 Certificates
2004 Certificates
2005 Certificates
2008 Certificates
2010A&B Bonds
Total Prior Obligation Debt Service
Subordinate Obligation Payments 11
Commercial Paper 12
Balance Available After Debt Service and
Subordinate Obligation Payments
Prior Obligation Debt Service Coverage Ratio
Debt Service Coverage Ratio (Build America
Bonds adjustment)
Debt Service and Subordinate Obligation
Coverage Ratio 16

2006

2007

2008

2009

2010

$299,084
10,942
33,870
13,864
357,760

$343,082
11,140
31,081
16,188
401,491

$343,456
11,256
23,884
17,458
396,054

$359,952
11,311
13,266
19,390
403,919

$387,871
11,240
10,299
21,241
430,651

3,762
—
12,521
374,043

(5,680)
—
14,301
410,112

3,866
—
14,084
414,004

—
—
8,268
412,187

—
4,615
4,372
439,638

233,690
29,635
263,325
4,054
259,271
114,772

266,349
34,524
300,873
8,590
292,283
117,829

262,538
36,919
299,457
10,303
289,154
124,850

269,836
42,724
312,560
10,467
302,093
110,094

291,385
39,395
330,780
9,972
320,808
118,830

14,344
21,221
2,930
18,347
20,929
5,581
—
—
83,352
—
3,514

14,393
21,692
2,930
18,343
20,929
5,581
—
—
83,868
—
4,40213

14,395
20,864
2,930
18,345
20,929
5,581
—
—
83,044
—
3,53614

14,352
1,358
2,732
18,343
20,929
5,581
9,7679
—
73,062
—
7,071

27,906
1.38x

29,559
1.40x

38,270
1.50x

29,961
1.50x

1.38x

1.40x

1.50x

1.50x

1.53x

1.32x

1.33x

1.44x

1.36x

1.44x

—
1,358
1,347
18,342
20,929
5,581
26,29110
5,58510
79,433
—
3,197
36,200
1.50x

_________________________________________________________________
*
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16

Some amounts are prepared on a basis other than the generally accepted accounting principles.
Water sales represent accrued sales to member agencies, as well as a small amount of revenues from the treatment of raw water and certain
miscellaneous income items.
Infrastructure access charge was implemented January 1999 and is levied on retail water meters within the service area.
Build America Bonds receive a 35 percent subsidy of interest payable from the United States Treasury.
Non-operating revenue consists of interest earnings on Water Authority funds (excluding interest earnings on bond proceeds) and other
revenues (hydroelectric sales, penalties, etc.).
Total revenues include amounts transferred to and from the Rate Stabilization Fund, and excludes interest on debt proceeds, property taxes,
contributions in aid of capital assets, and CIP grant reimbursements.
Operating expenses exclude depreciation and amortization expenses.
Includes operations, maintenance, planning, and general and administrative costs; excludes capital equipment purchases.
Includes only debt service on Water Authority indebtedness payable from net water revenues and excludes debt service paid from tax
revenues. Senior lien debt service does not include trust fees.
Excludes $18,023,409 interest payment on 2008A COPs which was paid with bond proceeds.
Excludes $1,500,000 interest payment on the 2008A COPs and $9,530,000 interest payment on the 2010A & B Bonds, which was paid with
bond proceeds.
The Water Authority has no outstanding subordinate obligation long-term debt at this time.
Commercial paper (CP) costs include interest and program fees.
Excludes $7,995,111 interest payment on 2006 CP which was paid with commercial paper proceeds.
Excludes $9,783,772 interest payment on 2006 CP which was paid with commercial paper proceeds.
Adjusted to treat federal interest subsidy payments for Build America Bonds as a reduction in Debt Service rather than as an addition to Other
Revenues. See SECURITY AND SOURCES OF PAYMENT – Rate Covenant.
Coverage ratios do not include program fees.
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PROJECTED OPERATING RESULTS
The Water Authority’s Long-Range Financing Plan (“LRFP”) serves as the financial foundation supporting
the long-term strategic objectives of the Water Authority to deliver a safe and reliable water supply to member
agencies. The development and update of the LRFP is a collaborative process involving significant member agency
input and review at both the staff and Board levels. The plan is based upon the Water Authority’s Facilities Master
Plan and provides long-term forecasts of revenues and expenditures for both operating and capital investment
activities. It also contains detailed discussions of fund policies and investment objectives, capital financing sources
and strategies, reserve policies, and sensitivity analyses. The plan was last updated and adopted by the Board in
April 2008 and serves as the foundation for the capital financing plan incorporated into the projections presented
herein. The LRFP is not part of this Official Statement and is not incorporated by reference herein.
In January 2007, the Water Authority’s Board of Directors created the Comprehensive Reliability and Cost
Assessment Ad-Hoc (“CRACA”) Committee to review the CIP and analyze the impact of CIP changes on water
supply reliability and rates and charges. The CRACA Committee evaluated each CIP project based upon its
contribution to system reliability and cost. Projects identified with a low impact on reliability and high cost were
considered for re-prioritization, deferral or removal from the CIP. The CRACA Committee also developed a
comprehensive set of assumptions to be used for planning purposes. These assumptions include conservation,
development of local supplies, water sales, population and others. The Committee’s findings and recommended CIP
scenario (the “Baseline Scenario”) was adopted by the Water Authority’s Board of Directors in March 2007. The
Baseline Scenario provides the underlying assumptions upon which the projected results are based. Should the
Water Authority’s Board of Directors approve additional capital projects in the future, this would need to be
incorporated into the budget process and projections would need to be modified.
In mid-2008, in response to the extraordinary water supply and economic conditions facing the Water
Authority, the CRACA committee reconvened to develop early guidance on future rate and charge levels to support
Water Authority and member agency financial planning. Since the 2004 Master Plan was validated during the 2007
CRACA process, the CRACA “Lite” scope was narrowed to focus on supply related issues, re-costing major CIP
projects, project scheduling and updating the other foundational assumptions, specifically MWD’s rates and charges. At
the time this process was initiated, there was significant uncertainty regarding the water supply and MWD rates and
charges. Therefore, the CRACA committee developed a high and a low rate scenario to bookend the potential
outcomes. In February 2009, the Board adopted the Committee’s recommendation for using the high rate scenario
for the development of the fiscal years 2010 and 2011 Recommended Budget and calendar year 2010 rates and
charges.
In late 2010, in response to the continued economic downturn, prolonged drought, water supply challenges
facing the region and significant reductions in water demands, the CRACA Committee was reconvened to review
the CIP program again. The focus of this review was on the impact water demand may have on the need to
construct certain new facilities and to identify any that could be re-prioritized. Based upon their review, the
Committee recommended that 14 projects or approximately $150 million in CIP expenditures be delayed so as to
better align construction with the need for the project.
The following table showing the projection of Water Authority revenues, expenses and debt service
coverage for the five-year period ending June 30, 2015, to reflect the terms of the 2011S-1 Bonds and the refunding
described in FINANCING PLAN, has been prepared by the Water Authority and reflects certain significant
assumptions. It is based upon the Water Authority’s judgment of the most probable occurrence of certain important
future events and upon certain information provided to it. The assumptions described below are material in the
development of the Water Authority’s financial projections, and variations in the assumptions may produce
substantially different financial results. Actual operating results achieved during the projection period may vary
from those presented in the projection and such variations may be material. The Water Authority’s independent
auditors, Lance, Soll & Lunghard, L.L.P., have not examined, reviewed, or compiled the accompanying projections
and accordingly, they assume no responsibility for such projections.
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PROJECTED OPERATING RESULTS
(In Thousand Dollars)
(Fiscal Years Ending June 30)
Operating Revenue
Water Sales1
Water Standby Availability Charge
Capacity Charges2
Infrastructure Access Charges3
Interest Rate Subsidy Payments4
Other Revenues5
Total Operating Revenue
Withdrawals from (less Deposits to) Rate
Stabilization Fund
Non-Operating Revenue - Interest Income
Total Revenue
Operating Expenses6
Cost of Sales7
Other Maintenance & Operations Costs8
Other Expenses
Total Operating Expenses
Application of Net Tax Receipts
Net Operating Expenses
Net Water Revenue Available for Debt
Service
Debt Service9
1997A Certificates
1998A Certificates
2002A Certificates
2004A Certificates
2005A Certificates
2008A Certificates
2010A&B Bonds
Additional Prior Obligations
Total Debt Service
Subordinate Obligation Payments10
Balance Available After Debt Service and
Subordinate Obligation Payments
Debt Service Coverage Ratio (per General
Resolution)
Debt Service Coverage Ratio (Build America
Bonds adjustment)11
Debt Service and Subordinate Obligation
Coverage Ratio12

2011

2012

2013

2014

2015

$ 366,677
11,170
10,363
24,508
11,303
1,265
425,286

$ 434,684
11,105
10,576
27,700
11,303
1,173
496,541

$ 509,118
11,128
10,789
29,278
11,303
1,181
572,797

$ 607,676
11,162
11,005
31,526
11,303
1,890
674,562

$ 663,807
11,196
11,225
34,017
11,303
4,017
735,565

5,350
4,176
434,812

3,820
500,361

5,241
578,038

(8,710)
8,487
674,339

(24,554)
10,981
721,992

261,211
43,217
304,428
10,423
294,005

308,237
45,909
354,146
10,374
343,772

358,631
47,112
405,743
10,582
395,161

436,080
48,526
484,606
10,794
473,812

480,522
50,341
530,863
11,009
519,854

140,807

156,589

182,877

200,527

202,138

18,690
555
18,341
20,929
5,581
26,291
13,807
104,193
8,362

6,403
555
18,339
20,929
17,208
29,643
16,227
109,304
8,325

555
18,335
20,929
17,127
36,776
37,017
130,739
11,200

555
18,332
20,929
16,852
38,181
38,587
133,435
14,075

555
18,326
20,929
17,113
38,071
39,514
134,508
18,098

28,252

38,960

40,938

53,017

49,532

1.35x

1.43x

1.40x

1.50x

1.50x

1.39x

1.48

1.44x

1.55x

1.55x

1.31x

1.37x

1.32x

1.39x

1.36x

1

See “Water Sales Revenue” for water-sales and water-rate projects.
Includes System Capacity Charge and Treatment Capacity Charge revenues.
3
See “Infrastructure Access Charge” for an explanation of this charge.
4
Build America Bonds receive a 35 percent subsidy of interest payable from the United States Treasury.
5
Includes minor revenues from hydroelectric sales, developer fees, etc.
6
Excludes depreciation and amortization charges.
7
Reflects the Water Authority’s MWD rate estimates and includes the operating costs of the Water Authority’s Twin Oaks
Valley Water Treatment Plant.
8
Excludes the operating costs of the Water Authority’s Twin Oaks Valley Water Treatment Plant and minor capital equipment
purchases.
9
Excludes trustee fees.
10
Includes assumed debt service on 2011S-1 Bonds and Commercial Paper Notes, including interest and program fees.
11
Adjusted to treat federal interest subsidy payments for Build America Bonds as a reduction in Debt Service rather than as an
addition to Other Revenues. See SECURITY AND SOURCES OF PAYMENT – Rate Covenant.
12
Coverage ratios do not include program fees.
2
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Projected Operating Revenue
Water Sales Revenue. Projected water sales revenue is based on the amount of water projected to be
purchased by member agencies from the Water Authority and the prices charged by the Water Authority for such
water. The forecast of water sales has taken into consideration estimates made by MWD about the availability of
water supplies for delivery to its member agencies, including the Water Authority, and considers the water available
through the contractual commitments of the QSA. See WATER AUTHORITY WATER SUPPLY –
Quantification Settlement Agreement – Quantification Settlement Agreement Related Litigation.
Fiscal year ending June 30, 2011 is proving to be a challenging year. Having recorded the 5th coolest July
since the 1930’s and the 9th wettest December since 1850, water sales have significantly lagged projections. Water
sales for fiscal year 2011 are projected to be 410,320 acre feet, which marks a 38% decrease in total sales from the
fiscal year ended June 30, 2007. In an effort to mitigate the financial impact of the reduced water sales in fiscal year
ending June 30, 2011, the Water Authority has executed cost saving measures. The financial projections are based
upon the updated fiscal year ending June 30, 2011 water sales projections.
On April 12, 2011, the MWD Board of Directors determined that supply allocation was no longer
warranted for fiscal years ending June 30, 2011 and June 30, 2012 and elected to terminate, effective April 13, 2011,
implementation of the 2010/2011 Water Supply Allocation Plan (WASP) Level 2 and the Condition 3 – Water
Supply Allocation declaration. In addition, the 2011 Interim Agricultural Water Program reductions were lifted.
These actions ended the longest period of water allocation in MWD’s long history.
While the region’s water supply picture has brightened due to the removal of drought restrictions and above
average snowfall in California and the Colorado River Basin, the long term impact of the region’s recent water
conservation efforts is unclear. Because it is unlikely that water demands will immediately rebound to their predrought levels, water sales projections incorporate gradual recovery in water sales. The projections also include a
structural change in the region’s water demands as a result of behavioral changes that resulted in response to the
conservation efforts. This recalibrates the water sales projections to fiscal year ended June 30, 2010 sales, which is
seen as the new baseline for the future average water demands.
The largest determinant of the Water Authority’s long-term projected water sales is expected demand from
its member agencies. The demand forecast includes both municipal and industrial (“M&I”) water demand and
agricultural water demand. For M&I demand, which accounts for approximately 90 percent of total water demand
within the Water Authority’s service area, the Water Authority uses a computer model developed by Planning and
Management Consultants, Ltd. (“PMCL”), to forecast sectorial based regional water demands. The “CWA-MAIN,”
model utilizes data from the SANDAG’s 2030 Regional Forecast, including number of persons per household by
housing type, housing density, household income and employment counts by major industry group. This
demographic and economic data are used by the model to compute water demand trends anticipated to occur in the
Water Authority’s service area over the next 20 years. The model also includes assumptions concerning pricing and
water conservation in the post-1990 period. The Water Authority anticipates below normal demands in fiscal years
ending June 30, 2011 and June 30, 2012 due to 1) above average local supplies due to above average rainfall and 2)
the residual impacts of the recent conservation efforts and rate increases on residential water demand.
Agricultural water demand accounts for approximately 10 percent of total water demand within the Water
Authority’s service area. Since the early 1990s, agricultural demands have ranged from a low of 52,000 acre-feet in
fiscal year ended June 30, 1998, to over 100,000 acre-feet in fiscal year ended June 30, 2004. Agricultural water
demand projections for the Water Authority’s service area were developed by PMCL. Forecast estimates were
based on SANDAG land use projections, crop-type distribution data from DWR, and regional crop water use
coefficients. In addition, MWD implemented a 30 percent cutback on IAWP deliveries on January 1, 2008.
Subsequent to the cutbacks, MWD began to the phase-out of the IAWP. As part of the phase-out IAWP customers
are able to opt out of the program at the start of each calendar year and become M&I customers. The Water
Authority’s Tier 1 allocation was modified to reflect the IAWP opt outs. IAWP customers that opt out of the
program may enter the Water Authority’s Transitional Special Agricultural Water Rate program. Projected
agricultural water demands through December 30, 2012 include IAWP cutbacks. All agricultural projected water
demands include the cutbacks through 2010 and are projected to remain stable through 2020.
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The following table provides the total water demand forecast used to project water sales revenue in the
“Projected Operating Results” table above. The projected increase between actual fiscal year ended June 30, 2010
and forecasted fiscal year ending June 30, 2011 Water Authority sales is attributable to both weather and
conservation efforts. As of the date of this Official Statement, water sales for fiscal year ending June 30, 2011 are
below the fiscal year ending June 30, 2011 budget forecasted amount. In January 2011, the water sales forecast was
updated to reflect the impact of both demand and weather on fiscal year 2011 water sales. The revised sales forecast
is shown in the table below and incorporated into the financial projections provided above.
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Projected Water Authority Water Sales1
Water Authority
Water
Sales (af)

Fiscal Years
Ended June 30
2011
2012
2013
2014
2015
1

410,320
434,785
465,956
486,704
504,959

Water sales projections shown are those used in most recent rate setting analyses. Projections include
the impact of the Carlsbad desalination plant.

The water sales revenue projection is also based on Water Authority water rates charged per acre-foot and
through fixed charges by the Water Authority for each fiscal year of the projection period. The Water Authority
melds the cost of water purchases from MWD and IID and adds an additional component to provide the balance of
revenues not provided through other rates and charges to finance its operating and capital costs. The charges for
water purchased from MWD have varied over recent years, and the current charges are $527 per acre-foot for
untreated non-interruptible water and $744 per acre-foot for treated non-interruptible water. The projection assumes
the MWD rate structure beginning in calendar year 2011 and assumes an annual increase that reflects supply and
future infrastructure investments (e.g. Bay-Delta improvements). Current indications are that the Water Authority
will be able to purchase the majority of its water at MWD’s Tier 1 rate. Projections assume that approximately
50 percent of the water sold is treated water sales. Furthermore, with the Water Authority’s Twin Oaks Valley
Water Treatment Plant in operation, treated water purchases from MWD are projected to be significantly lower than
in the past. The Water Authority expects that it will also pay $8.8 million as an MWD Capacity Charge annually.
The Water Authority’s Transportation Rate for calendar year 2011 is set at $75 per acre-foot, and its fixed
Customer Service and Storage Charges are set at $23.2 million and $44.3 million respectively, for calendar year
2011. By the end of the projection period, the Transportation Rate is projected to be $110 per acre-foot, and the
Customer Service and Storage Charges are projected at $32.3 and $77.6 million, respectively.
If water sales, or other expected revenues, should be less than required to meet the Water Authority’s
financial obligations, the Water Authority expects to use monies in the Rate Stabilization Fund and, if necessary, to
increase its water rates.
Water Standby Availability Charges. The number of acres or parcels to which the water standby
availability charges apply is projected based upon fiscal year ended June 30, 2010 collections and the SANDAG
2020 population forecast, indicating housing units and non-residential developed acres. Water standby availability
charge collections for the fiscal year ended June 30, 2010 were $11.2 million. Water standby availability charges
are projected to be relatively flat through fiscal year ending June 30, 2015.
Capacity Charges. In fiscal year ended June 30, 2007, the capacity charge revenue, which includes the
System Capacity and the Treatment Capacity charges revenue, peaked at $33.1 million and subsequently has
plummeted. For fiscal year ending June 30, 2010 capacity charge revenue was $10.3 million. Capacity charge
revenue is projected to stabilize in the fiscal year ending June 30, 2011 at $10.3 million. Capacity charge revenues
are then projected to slowly recover and generate approximately $11.2 million in the fiscal year ending June 30,
2015. The capacity charges are expected to be administratively adjusted annually for regional inflation.
Infrastructure Access Charge. The IAC is based upon the total household meter equivalents within each
member agency service area as of December 31st of the previous year. The intent of the IAC is to provide the Water
Authority with the balance of “fixed” revenues required to generate a 25 percent ratio of fixed revenues to fixed
expenditures, taking into account the Water Authority’s existing fixed revenues produced by the Water Standby
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Availability Charge and property taxes. The Water Authority’s Infrastructure Access Charge was set at $1.00 per
meter equivalent per month at its inception on January 1, 1999. The IAC is currently set at $2.49 per meter
equivalent and is expected to generate approximately $24.5 million in the fiscal year ending June 30, 2011, and is
expected to increase to $34.0 million by the end of the forecast period in the fiscal year ending June 30, 2015.
Increasing debt service and operating expenses will increase the amount of revenues required to be generated by the
IAC, increasing this charge to approximately $3.22 per meter equivalent per month by the end of the forecast period.
Other Operating Revenues. An additional hydroelectric facility is expected to come on line in early fiscal
year ending June 30, 2012. The facilities will generate additional revenue, bringing the total hydroelectric revenues
to $2.8 million by the fiscal year ending June 30, 2015. Total Other Operating Revenues is projected to reach $4.0
million by the fiscal year ending June 30, 2015.
Non-Operating Revenue. Non-operating revenue consists of revenues derived from the investment of
Water Authority funds, including the proceeds of debt issuances. This revenue is based upon conservative
investment earnings rates and projected fund balances during the projection period.
Property Tax Revenues. Tax revenues are used to offset certain operating expenditures of the Water
Authority. The net tax revenues and in-lieu charges were $10.4 million for the fiscal year ending June 30, 2011 and
are expected to grow to $11.0 million by the fiscal year ending June 30, 2015.
Rate Stabilization Fund Transfers. The Rate Stabilization Fund (“RSF”) was established for the purpose of
avoiding fluctuations in the water rate. Beginning in fiscal year ending June 30, 2014, no RSF withdrawals are
anticipated maintaining the current balance of $43.4 million. In the remaining fiscal years both draws to meet the
coverage target and deposits to replenish the fund balances are anticipated.
Projected Operating Expenses
MWD Water Purchases. The Water Authority purchases its water from MWD at rates set by MWD. The
Water Authority passes MWD water costs through to member agencies and adds its additional water supply rate
component. MWD’s calendar year 2011 rate is $527 per acre-foot of untreated non-interruptible water and $744 per
acre-foot of treated non-interruptible water.
The Water Authority assumes in its projections that approximately one half of the water sold is treated
water. With the commissioning of the Water Authority’s Twin Oaks Valley Water Treatment Plant, treated water
purchases from MWD are projected to decrease significantly. Historically, 90 percent of the Water Authority’s
treated water was supplied by MWD. Looking forward, more untreated water will be purchased from MWD and
treated at the Water Authority’s new treatment facility. This lowers the percent of treated water supplied by MWD
to 44 percent in calendar year 2015. This reduction in MWD treated water purchases lowers the projected cost of
MWD water but increases the Water Authority’s costs, which includes the cost of operating the new treatment
facility. Because of the MWD’s recent rate volatility, only limited rate and charge projections data is available from
MWD. As a result, the Water Authority Water projects MWD’s rates and charges based upon supply and
infrastructure cost projections.
In addition to the cost of water based upon MWD water rates, MWD also charges its member agencies a
Readiness-to-Serve Charge and a Capacity Charge.
The Readiness-to-Serve Charge (“RTS Charge”) is a fixed charge based upon average historical water
purchases by MWD member agencies. The charge is offset each year by the amount of MWD standby charge
collected within the Water Authority’s service area to produce a “net” RTS Charge payable by the Water Authority
as part of purchased water costs. The Water Authority also passes this charge through to its member agencies based
upon the identical calculation methodology used by MWD to apportion the charge among its member agencies. The
table provided below provides a projection of the RTS Charge payable by the Water Authority over the next five
fiscal years. The net RTS Charge also includes administrative costs imposed by MWD.
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Projected MWD Readiness-to-Serve Charge
Payable by the Water Authority
Fiscal Years
Ending June 30
2011
2012
2013
2014
2015

MWD Accessed
Standby Credit

Gross RTS
$31,291,362
34,608,890
35,647,157
36,716,571
37,818,069

$(12,694,871)
(12,678,803)
(12,805,591)
(12,933,647)
(13,062,983)

Net RTS Charge
$18,596,491
21,930,087
22,841,566
23,782,924
24,755,085

Cost of IID Water. The cost of IID water is projected to be $1,128 per acre-foot by the fiscal year ending
June 30, 2015, including MWD wheeling charges.
Cost of All American Canal Lining Project and Coachella Canal Lining Project Water. The cost of water
from the canal lining projects is projected to be $516 per acre-foot by the fiscal year ending June 30, 2015, including
MWD wheeling charges.
Other Maintenance and Operations Costs. Other Water Authority operating expenses, consisting of system
operations and maintenance, contracted water treatment plant operations, planning and general and administrative
costs are projected to be approximately $43.2 million in the fiscal year ending June 30, 2011, increasing to $45.9
million in the fiscal year ending June 30, 2012. Future increases due to inflation and the operation of the Water
Authority’s Emergency Storage Project are projected increasing other operating expenditures to $50.3 million in
fiscal year ending June 30, 2015.
Debt Service. During the five-year projection period, the Water Authority plans on utilizing the remaining
proceeds of the 2008A Certificates, the 2010A Bonds and the 2010B Bonds to fund the majority of CIP
expenditures. Over the projection period, long and short term debt are expected to fund approximately $580.5
million and $31.5 million of capital over the projection period, respectively. The “Projected Operating Results”
table reflects the debt service impact of anticipated new long-term debt issuance. Interest on the anticipated longterm debt issues is projected to be partially capitalized to levelize annual debt service.
In addition to the projections provided in this section, the Water Authority expects to continue the financing
of its CIP, including the Emergency Storage Project, primarily through three sources of funds: long-term, fixed rate
debt, commercial paper and cash consisting of pay-as-you-go funds and cash generated by operations. Currently,
the Water Authority anticipates funding approximately 57.3 percent of the CIP with proceeds from the issuance of
long-term, fixed rate debt, 20.4 percent from the issuance of commercial paper and the balance from cash sources.
CONSTITUTIONAL LIMITATIONS
Article XIIIA
The taxing powers of California public agencies are limited by Article XIIIA of the California Constitution,
added by an initiative amendment approved by the voters on June 6, 1978, and commonly known as Proposition 13.
Article XIIIA limits the maximum ad valorem tax on real property to one percent of “full cash value,”
which is defined as “the County Assessor’s valuation of real property as shown on the fiscal year 1975-76 tax bill
under ‘full cash value’ or, thereafter, the appraised value of real property when purchased, newly constructed, or a
change in ownership has occurred after the 1975 assessment.” The full cash value may be adjusted annually to
reflect inflation at a rate not to exceed 2 percent per year, or reduction in the consumer price index or comparable
local data, or declining property value caused by damage, destruction, or other factors.
The tax rate limitation referred to above does not apply to ad valorem taxes to pay the debt service on any
indebtedness approved by the voters before July 1, 1978, or on any bonded indebtedness for the acquisition or
improvement of real property approved by two-thirds of the votes cast by the voters voting on the proposition.
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Under the terms of Article XIIIA and pursuant to an allocation system created by implementing legislation,
each county is required to levy the maximum ad valorem tax permitted by Article XIIIA and to distribute the
proceeds to local agencies, including special districts such as the Water Authority. The allocation of property tax
revenues among special districts, while subject to certain statutory procedures and criteria, is largely discretionary
with each county.
Assessed valuation growth allowed under Article XIIIA (new construction, change of ownership and
2 percent annual value growth) is allocated on the basis of sites among the jurisdictions that serve the tax rate area
within which the growth occurs. Local agencies and schools share the growth of base revenues from the tax rate
area. Each year’s growth allocation becomes part of each agency’s allocation in the following year. The availability
of revenues from tax bases to such entities may be affected by the establishment of redevelopment agencies that,
under certain circumstances, may be entitled to such revenues resulting from the upgrading of certain property
values.
Under California law, any fee that exceeds the reasonable cost of providing the service for which the fee is
charged may be considered a “special tax,” which under Article XIIIA must be authorized by a two-thirds vote of
the electorate. Accordingly, if a portion of the Water Authority’s water user rates or capacity charges were
determined by a court to exceed the reasonable cost of providing service, the Water Authority would not be
permitted to continue to collect that portion unless it were authorized to do so by a two-thirds majority of the votes
cast in an election to authorize the collection of that portion of the rates or fees. If the Water Authority were unable
to obtain such a two-thirds majority vote, such failure could adversely affect the Water Authority’s ability to pay the
debt service with respect to the 2011S-1 Bonds. However, the reasonable cost of providing water services has been
determined by the State Controller to include depreciation and allowance for the cost of capital improvements. In
addition, the California courts have determined that fees such as capacity charges will not be special taxes if they
approximate the reasonable cost of constructing the water system improvements contemplated by the local agency
imposing the fee.
The United States Supreme Court has upheld Article XIIIA against a challenge alleging violation of equal
protection under the Fourteenth Amendment to the United States Constitution.
Articles XIIIC and XIIID
Proposition 218, a State ballot initiative known as the “Right to Vote on Taxes Act,” was approved by the
voters on November 5, 1996. The initiative added Articles XIIIC and XIIID to the California Constitution, creating
additional requirements for the imposition by most local governments of “general taxes,” “special taxes,”
“assessments,” “fees,” and “charges.” The Water Authority and its members are local governments within the
meaning of Articles XIIIC and XIIID. Articles XIIIC and XIIID became effective, pursuant to their terms, as of
November 6, 1996, although compliance with some of the provisions was deferred until July 1, 1997, and certain of
the provisions purport to apply to any tax imposed for general governmental purposes (i.e., “general taxes”)
imposed, extended or increased on or after January 1, 1995 and prior to November 6, 1996.
Article XIIID imposes substantive and procedural requirements on the imposition, extension or increase of
any “fee” or “charge” subject to its provisions. A “fee” or “charge” subject to Article XIIID includes any levy, other
than an ad valorem tax, special tax or assessment, imposed by an agency upon a parcel or upon a person as an
incident of property ownership. Article XIIID prohibits, among other things, the imposition of any proposed fee or
charge, and, possibly, the increase of any existing fee or charge, in the event written protests against the proposed
fee or charge are presented at a required public hearing on the fee or charge by a majority of owners of the parcels
upon which the fee or charge is to be imposed. Except for fees and charges for water, sewer and refuse collection
services, the approval of a majority of the property owners subject to the fee or charge, or at the option of the
agency, by a two-thirds vote of the electorate residing in the affected area, is required within 45 days following the
public hearing on any such proposed new or increased fee or charge. In the view of the Water Authority, rates for
water usage charged by the Water Authority to its member agencies are not fees or charges under Article XIIID,
although no assurance may be given by the Water Authority that a court would not determine otherwise.
The California Supreme Court decisions in Richmond v. Shasta Community Services District, 32 Cal. 4th
409 (2004) (“Richmond”), and Bighorn-Desert View Water Authority vs. Verjil (published July 24, 2006)
(“Bighorn”) have clarified some of the uncertainty surrounding the applicability of Section 6 of Article XIIID to
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service fees and charges. In Richmond, the Shasta Community Services District charged a water connection fee,
which included a capacity charge for capital improvements to the water system and a fire suppression charge. The
Court held that both the capacity charge and the fire suppression charge were not subject to Article XIIID because a
water connection fee is not a property-related fee or charge because it results from the property owner’s voluntary
decision to apply for the connection. Under this reasoning the Water Authority’s capacity charge is not subject to
Article XIIID. In both Richmond and Bighorn, however, the Court stated that a fee for ongoing water service
through an existing connection is imposed “as an incident of property ownership” within the meaning of Article
XIIID, rejecting, in Bighorn, the Water Authority’s argument that consumption-based water charges are not imposed
“as an incident of property ownership” but as a result of the voluntary decisions of customers as to how much water
to use.
Article XIIID also provides that “standby charges” are considered “assessments” and must follow the
procedures required for “assessments” under Article XIIID and imposes several procedural requirements for the
imposition of any assessment, which may include (1) various notice requirements, including the requirement to mail
a ballot to owners of the affected property; (2) the substitution of a property owner ballot procedure for the
traditional written protest procedure, and providing that “majority protest” exists when ballots (weighted according
to proportional financial obligation) submitted in opposition exceed ballots in favor of the assessments; and (3) the
requirement that the levying entity “separate the general benefits from the special benefits conferred on a parcel” of
land. The Water Authority has not increased its water standby availability charge since the enactment of
Article XIIID. Any increase to the Water Authority’s current standby charge could require notice to property
owners and approval by a majority of such owners returning mail-in ballots approving or rejecting any imposition or
increase of such standby charge. Article XIIID also precludes standby charges for services that are not immediately
available to the parcel being charged. This could adversely impact the ability of the Water Authority and its
member agencies to collect standby charges on undeveloped land.
Article XIIID provides that all existing, new or increased assessments are to comply with its provisions
beginning July 1, 1997. Existing assessments imposed on or before November 5, 1996, and “imposed exclusively to
finance the capital costs or maintenance and operations expenses for water” are exempted from some of the
provisions of Article XIIID applicable to assessments. The Water Authority has authorized and imposed water
standby charges since 1989.
Article XIIIC extends the people’s initiative power to reduce or repeal previously authorized local taxes,
assessments, fees and charges. This extension of the initiative power is not limited by the terms of Article XIIIC to
fees, taxes, assessment fees and charges imposed after November 6, 1996 and absent other Water Authority could
result in retroactive reduction in any existing taxes, assessments, fees or charges. In Bighorn, the Court concluded
that under Article XIIIC local voters by initiative may reduce a public agency water rates and delivery charges. The
Court noted, however, that it was not holding that the authorized initiative power is free of all limitations, stating
that it was not determining whether the electorate’s initiative power is subject to the public agency statutory
obligation to set water service charges at a level that will “pay the operating expenses of the agency, … provide for
repairs and depreciation of works, provide a reasonable surplus for improvements, extensions, and enlargements,
pay the interest on any bonded debt, and provide a sinking or other fund for the payment of the principal of such
debt as it may become due.”
No assurance may be given that Articles XIIIC and XIIID will not have a material adverse impact on the
Water Authority’s revenues.
Proposition 26
On November 2, 2010, the California voters approved Proposition 26 an initiative measure amending
article XIII C of the California Constitution. Proposition 26 adds a new definition of “tax” applicable to local
government agencies to include any levy, charge, or exaction imposed by a local government, except: charges
imposed for benefits or privileges or for services or products granted or provided to the payor (and not to those not
charged) that do not exceed their reasonable cost; regulatory fees that do not exceed the cost of regulation; fees for
the use of local governmental property; fines and penalties imposed for violations of law; fees imposed as a
condition of property development; and assessments and property-related fees imposed under Article XIIID of the
California Constitution. California local taxes are subject to voter approval. The Water Authority believes its water
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rates and charges are not taxes as defined by California Constitution article XIII C, section 1 (e), added by
Proposition 26.
Other Initiative Measures
Article XIIIA, Articles XIIIC and XIIID and Proposition 26 were adopted pursuant to California’s
constitutional initiative process. From time to time other initiative measures could be adopted by California voters,
placing additional limitations on the ability of the Water Authority to increase revenues.
TAX STATUS
In the opinion of Orrick, Herrington & Sutcliffe LLP, Bond Counsel, based on an analysis of existing laws,
regulations, rulings and court decisions, and assuming, among other matters, the accuracy of certain representations
and compliance with certain covenants, interest on the 2011S-1 Bonds is excluded from gross income for federal
income tax purposes under Section 103 of the Internal Revenue Code of 1986 (the “Code”) and is exempt from State
of California personal income taxes. Bond Counsel is further of the opinion that interest on the 2011S-1 Bonds is
not a specific preference item for purposes of the federal individual or corporate alternative minimum taxes,
although Bond Counsel observes that interest on the 2011S-1 Bonds is included in adjusted current earnings when
calculating federal corporate alternative minimum taxable income. A complete copy of the proposed opinion of
Bond Counsel is set forth in Appendix F hereto.
The difference between the issue price of any maturity of the 2011S-1 Bonds with an issue price less than
par and the amount to be paid at maturity of such 2011S-1 Bonds (excluding amounts stated to be interest and
payable at least annually over the term of such 2011S-1 Bonds) constitutes “original issue discount,” the accrual of
which, to the extent properly allocable to each owner thereof, is treated as interest which is excluded from gross
income for federal income tax purposes and State of California personal income taxes. For this purpose, the issue
price of a particular maturity of the 2011S-1 Bonds is the first price at which a substantial amount of such maturity
of the 2011S-1 Bonds is sold to the public (excluding bond houses, brokers, or similar persons or organizations
acting in the capacity of underwriters, placement agents or wholesalers). The original issue discount with respect to
any maturity of the 2011S-1 Bonds accrues daily over the term to maturity of such 2011S-1 Bonds on the basis of a
constant interest rate compounded semiannually (with straight-line interpolations between compounding dates). The
accruing original issue discount is added to the adjusted basis of such 2011S-1 Bonds to determine taxable gain or
loss upon disposition (including sale, redemption, or payment on maturity) of such 2011S-1 Bonds. Owners of the
2011S-1 Bonds should consult their own tax advisors with respect to the tax consequences of ownership of 2011S-1
Bonds with original issue discount, including the treatment of purchasers who do not purchase such 2011S-1 Bonds
in the original offering to the public at the first price at which a substantial amount of such 2011S-1 Bonds are sold
to the public.
2011S-1 Bonds purchased, whether at original issuance or otherwise, for an amount greater than their
principal amount payable at maturity (or, in some cases, at their earlier call date) (“Premium Bonds”) will be treated
as having amortizable bond premium. No deduction is allowable for the amortizable bond premium in the case of
obligations, like the Premium Bonds, the interest on which is excluded from gross income for federal income tax
purposes. However, the amount of tax exempt interest received, and a purchaser’s basis in a Premium Bond, will be
reduced by the amount of amortizable bond premium properly allocable to such purchaser. Owners of Premium
Bonds should consult their own tax advisors with respect to the proper treatment of amortizable bond premium in
their particular circumstances.
The Code imposes various restrictions, conditions and requirements relating to the exclusion from gross
income for federal tax purposes of interest on obligations such as the 2011S-1 Bonds. The Water Authority has
made certain representations and has covenanted to comply with certain restrictions designed to assure that the
interest on the 2011S-1 Bonds will not be included in federal gross income. Inaccuracy of these representations or
failure to comply with these covenants may result in the interest on the 2011S-1 Bonds being included in federal
gross income, possibly from the date of issuance of the 2011S-1 Bonds. Bond Counsel has not undertaken to
determine (or to inform any person) whether any actions taken (or not taken) or events occurring (or not occurring)
after the date of issuance of the 2011S-1 Bonds may affect the tax status of the interest on the 2011S-1 Bonds or the
value of the 2011S-1 Bonds.

OHS WEST:261157843.5
Page 257 of 563

72

Although Bond Counsel has rendered an opinion that the interest portion on the 2011S-1 Bonds is excluded
from gross income for federal income tax purposes, the ownership or disposition of the 2011S-1 Bonds and the
accrual or receipt of the interest thereto may otherwise affect a 2011S-1 Bond owner’s tax liability. The nature and
extent of these other tax consequences will depend upon each 2011S-1 Bond owner’s particular tax status and the
2011S-1 Bond owner’s other items of income or deduction. Bond Counsel expresses no opinion regarding any such
other tax consequences.
Future legislative proposals, if enacted into law, clarification of the Code or court decisions may cause
interest on the 2011S-1 Bonds to be subject, directly or indirectly, to federal income taxation or to be subject to or
exempted from state income taxation, or otherwise prevent 2011S-1 Bond owners from realizing the full current
benefit of the tax status of such interest. The introduction or enactment of any such future legislative proposals,
clarification of the Code or court decisions may also affect the market price for, or marketability of, the 2011S-1
Bonds. Prospective purchasers of the 2011S-1 Bonds should consult their own tax advisors regarding any pending
or proposed federal or state tax legislation, regulations or litigation, as to which Bond Counsel expresses no opinion.
The opinion of Bond Counsel is based on current legal authority, covers certain matters not directly
addressed by such authorities, and represents Bond Counsel’s judgment as to the proper treatment of the 2011S-1
Bonds for federal income tax purposes. It is not binding on the Internal Revenue Service (“IRS”) or the courts.
Furthermore, Bond Counsel cannot give and has not given any opinion or assurance about the future activities of the
Water Authority, or about the effect of future changes in the Code, the applicable regulations the interpretation
thereof or the enforcement thereof by the IRS. The Water Authority has covenanted, however, to comply with the
requirements of the Code.
Bond Counsel’s engagement with respect to the 2011S-1 Bonds ends with the issuance of the 2011S-1
Bonds, and, unless separately engaged, Bond Counsel is not obligated to defend the Water Authority or the owners
of the 2011S-1 Bonds regarding the tax-exempt status of the 2011S-1 Bonds in the event of an audit examination by
the IRS. Under current procedures, parties other than the Water Authority, and its appointed counsel, including the
owners of the 2011S-1 Bonds, would have little, if any, right to participate in the audit examination process.
Moreover, because achieving judicial review in connection with an audit examination of tax-exempt bonds is
difficult, obtaining an independent review of IRS positions with which the Water Authority legitimately disagrees,
may not be practicable. Any action of the IRS, including but not limited to selection of the 2011S-1 Bonds for audit,
or the course or result of such audit, or an audit of bonds presenting similar tax issues may affect the market price
for, or the marketability of, the 2011S-1 Bonds, and may cause the Water Authority or the owners of the 2011S-1
Bonds to incur significant expense.
CONTINUING DISCLOSURE
The Water Authority has covenanted for the benefit of the owners and beneficial owners of the 2011S-1
Bonds to provide certain financial information and operating data relating to the 2011S-1 Bonds and the Water
Authority by not later than 270 days after the end of the Water Authority’s fiscal year (presently June 30)
commencing with the report for the Water Authority’s 2010-11 fiscal year (the “Annual Disclosure Reports”), and to
provide notices of the occurrence of certain enumerated events. The Annual Disclosure Reports and notices of
material events will be filed by the Digital Assurance Certification, L.L.C., as Dissemination Agent on behalf of the
Water Authority, with the Municipal Securities Rulemaking Board (the “MSRB”). The specific nature of the
information to be contained in the Annual Disclosure Reports or the notices of material events is set forth in
APPENDIX D - FORM OF CONTINUING DISCLOSURE AGREEMENT. These covenants have been made
in order to assist the Underwriters in complying with Rule 15c2-12(b)(5) of the Securities and Exchange
Commission (the “Rule”). The Water Authority has never failed to comply in any material respect with any
previous undertaking with regard to the Rule to provide annual reports or notices of material events.
RATINGS
The 2011S-1 Bonds have been rated “___” by Fitch, Inc. (“Fitch”), One State Street Plaza, New York, New
York, “___” by Moody’s Investors Service, Inc. (“Moody’s”), 7 World Trade Center, 250 Greenwich Street, New
York, New York, and “___” by Standard & Poor’s Ratings Services, a Standard & Poor’s Financial Services LLC
business, 55 Water Street, New York, New York (“Standard & Poor’s”). The ratings assigned by Fitch, Moody’s
and Standard & Poor’s express only the views of the rating agencies. The explanation of the significance of the
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ratings may be obtained from Fitch, Moody’s and Standard & Poor’s, respectively. There is no assurance such
ratings will continue for any given period of time or that such ratings will not be revised downward or withdrawn
entirely by the rating agencies, if in the judgment of such rating agencies, circumstances so warrant. Any such
downward revision or withdrawal of such ratings may have an adverse effect on the market price of the 2011S-1
Bonds.
UNDERWRITING
The 2011S-1 Bonds are to be purchased by the Underwriters at a price which includes an underwriting
discount of $_________. The Underwriters are committed to purchase all the 2011S-1 Bonds if any are purchased.
The Underwriters may offer and sell 2011S-1 Bonds to certain dealers (including dealers depositing 2011S-1 Bonds
into investment trusts) and others at prices lower than the offering prices stated on the cover of this Official
Statement. After the initial public offering, the public offering prices of the 2011S-1 Bonds may be changed from
time to time by the Underwriters.
Morgan Stanley and Citigroup Inc., the respective parent companies of Morgan Stanley & Co. LLC and
Citigroup Global Markets Inc., each an underwriter of the 2011S-1 Bonds, have entered into a retail brokerage joint
venture. As part of the joint venture, each of Morgan Stanley & Co. LLC and Citigroup Global Markets Inc. will
distribute municipal securities to retail investors through the financial advisor network of a new broker-dealer,
Morgan Stanley Smith Barney LLC. This distribution arrangement became effective on June 1, 2009. As part of
this arrangement, each of Morgan Stanley & Co. LLC and Citigroup Global Markets Inc. will compensate Morgan
Stanley Smith Barney LLC for its selling efforts in connection with their respective allocations of 2011S-1 Bonds.
LITIGATION
No litigation is pending or threatened concerning the validity or enforceability of the 2011S-1 Bonds or the
Indenture.
The Water Authority is subject to lawsuits and claims which arise out of the normal course of business.
The Water Authority believes the disposition of such actions of which it is aware will not have a material effect on
the financial position, results of operation or liquidity of the Water Authority.
CERTAIN LEGAL MATTERS
Orrick, Herrington & Sutcliffe LLP, San Francisco, California, Bond Counsel, will render an opinion with
respect to the 2011S-1 Bonds substantially in the form set forth in Appendix F hereto. Orrick, Herrington &
Sutcliffe LLP is also acting as Disclosure Counsel. Certain legal matters will be passed upon for the Water
Authority by Daniel S. Hentschke, its General Counsel. The Underwriters are being represented by Fulbright &
Jaworski, L.L.P., Los Angeles, California.
FINANCIAL ADVISORS
The Water Authority has retained Montague DeRose and Associates, LLC (“Montague DeRose”), as
financial advisor with respect to the issuance and delivery of the 2011S-1 Bonds. Montague DeRose is not obligated
to undertake, and has not undertaken to make, an independent verification or to assume responsibility for the
accuracy, completeness or fairness of the information contained in this Official Statement.
INFORMATION CONCERNING THE METROPOLITAN WATER DISTRICT
OF SOUTHERN CALIFORNIA
MWD periodically files official statements and disclosure reports with the MSRB in connection with its
publicly offered bonds. Such official statements and disclosure reports contain, among other things, information on
MWD, MWD’s water supply and MWD’s rates and charges. Such official statements and disclosure reports are
available from the MSRB but are not incorporated by reference herein and neither the Water Authority nor the
Underwriters assume any responsibility for the completeness or accuracy thereof. MWD is not obligated in any
manner for the payment of principal of or interest on the 2011S-1 Bonds and has not provided and will not provide
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any certifications regarding this Official Statement, nor has MWD made any undertaking for the benefit of the
owners and beneficial owners of the 2011S-1 Bonds to file any information with the MSRB.
MISCELLANEOUS
This Official Statement has been duly approved, executed and delivered by the Water Authority. Copies of
this Official Statement may be obtained from the Water Authority at 4677 Overland Avenue, San Diego, California
92123.
Financial statements of the Water Authority, summaries of the principal legal documents to be executed
and delivered in connection with the offering of the 2011S-1 Bonds, the form of the opinion to be delivered by Bond
Counsel, the form of the Continuing Disclosure Agreement, information on the economy of San Diego County and a
description of DTC’s book-entry system are attached hereto as Appendices. The Appendices are integral parts of
this Official Statement and must be read together with all other parts of this Official Statement.
Insofar as any statements made in this Official Statement involve matters of opinion, forecasts or estimates,
whether or not expressly stated, they are set forth as such and not as representations of fact.
The delivery of this Official Statement, including the Appendices and other information herein, has been
duly authorized by the Water Authority.
SAN DIEGO COUNTY WATER AUTHORITY

By:
Chair of the Board of Directors

By:
General Manager

By:
Director of Finance/Treasurer
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In the opinion of Orrick, Herrington & Sutcliffe LLP, Bond Counsel to the Water Authority, based upon an analysis of existing laws, regulations, rulings and court decisions,
and assuming, among other matters, the accuracy of certain representations and compliance with certain covenants, interest on the 2011A Bonds is excluded from gross income
for federal income tax purposes under Section 103 of the Internal Revenue Code of 1986 and is exempt from the State of California personal income taxes. In the further
opinion of Bond Counsel, interest on the 2011A Bonds is not a specific preference item for purposes of the federal individual or corporate alternative minimum taxes, although
Bond Counsel observes that such interest is included in adjusted current earnings when calculating corporate alternative minimum taxable income. Bond Counsel expresses no
opinion regarding any other tax consequences related to the ownership or disposition of, or the accrual or receipt of interest on, the 2011A Bonds.
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Due: As shown below

The San Diego County Water Authority Water Revenue Refunding Bonds, Series 2011A (the “2011A Bonds”), will be issued pursuant to a Indenture, dated as of July 1,
2011 (the “Indenture”), by and between the San Diego County Water Authority (the “Water Authority”) and U.S. Bank National Association, as Trustee (the “Trustee”). The
2011A Bonds will be issued in denominations of $5,000 or any integral multiple thereof and will mature in the years and amounts set forth below. Interest on the 2011A Bonds
is payable semiannually on May 1 and November 1, commencing November 1, 2011.
The 2011A Bonds will be issued as fully registered bonds and, when delivered, will be registered in the name of Cede & Co., as nominee of The Depository Trust
Company, New York, New York (“DTC”). DTC will act as securities depository of the 2011A Bonds. Individual purchases of the 2011A Bonds will be made in book-entry
form only.
The 2011A Bonds are being issued by the Water Authority to refinance a portion of the design, acquisition and construction of various capital projects of its Capital
Improvement Program by refunding a portion of the Water Authority’s outstanding Contracts.
The 2011A Bonds are subject to optional and mandatory sinking fund redemption as described herein.
The 2011A Bonds are secured by a pledge of Net Water Revenues (as defined herein).
THE 2011A BONDS ARE LIMITED OBLIGATIONS OF THE WATER AUTHORITY, PAYABLE SOLELY FROM A PLEDGE OF NET WATER
REVENUES, AND NEITHER THE FULL FAITH AND CREDIT NOR THE TAXING POWER OF THE WATER AUTHORITY, THE STATE OF CALIFORNIA
OR ANY OF ITS POLITICAL SUBDIVISIONS IS PLEDGED FOR THE PAYMENT THEREOF.

[MATURITY SCHEDULE]
This cover page contains information for general reference only. It is not intended to be a summary of this issue. Potential purchasers are advised to read the
entire Official Statement to obtain information essential to making an informed investment decision.
The 2011A Bonds are offered when, as and if issued and accepted by the Underwriters, subject to the approval of legality by Orrick, Herrington & Sutcliffe LLP, San
Francisco, California, Bond Counsel, and to certain other conditions. Certain matters will be passed upon for the Water Authority by Daniel S. Hentschke, its General Counsel.
Orrick, Herrington & Sutcliffe LLP, San Francisco, California, is also acting as Disclosure Counsel. It is expected that the 2011A Bonds in book-entry form will be available for
delivery through the facilities of DTC on or about August __, 2011.

August __, 2011

_______________________________
* Preliminary, subject to change
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No dealer, broker, salesperson or other person has been authorized by the Purchasers, the Water Authority
or the Trustee to give any information or to make any representations other than those contained herein and, if given
or made, such other information or representations must not be relied upon as having been authorized by any of the
foregoing.
This Official Statement does not constitute an offer to sell or the solicitation of an offer to buy nor shall
there be any sale of 2011A Bonds by a person in any jurisdiction in which such offer, solicitation or sale would be
unlawful prior to registration or qualification under the securities laws of such jurisdiction. This Official Statement
is not to be construed as a contract with the purchasers or any of the owners of 2011A Bonds. Any statement made
in this Official Statement involving estimates, forecasts or matters of opinion, whether or not expressly so stated, are
intended solely as such and not as representations of fact. The information set forth herein has been furnished by the
Water Authority and other sources that are believed to be reliable, but is not guaranteed as to accuracy or
completeness, and is not to be construed as representations by the Purchasers. The information and expressions of
opinion herein are subject to change without notice and neither the delivery of this Official Statement nor any sale
made hereunder shall, under any circumstances, create any implication that there has been no change in the affairs of
the Water Authority since the date hereof.
CERTAIN STATEMENTS CONTAINED IN THIS OFFICIAL STATEMENT REFLECT NOT
HISTORICAL FACTS BUT FORECASTS AND “FORWARD-LOOKING STATEMENTS.”
NO
ASSURANCE CAN BE GIVEN THAT THE FUTURE RESULTS DISCUSSED HEREIN WILL BE
ACHIEVED, AND ACTUAL RESULTS MAY DIFFER MATERIALLY FROM THE FORECASTS
DESCRIBED HEREIN. IN THIS RESPECT, THE WORDS “ESTIMATE”, “PROJECT”, “ANTICIPATE”,
“EXPECT”, “INTEND”, “BELIEVE” AND SIMILAR EXPRESSIONS ARE INTENDED TO IDENTIFY
FORWARD-LOOKING STATEMENTS.
ALL PROJECTIONS, FORECASTS, ASSUMPTIONS,
EXPRESSIONS OF OPINIONS, ESTIMATES AND OTHER FORWARD-LOOKING STATEMENTS ARE
EXPRESSLY QUALIFIED IN THEIR ENTIRETY BY THE CAUTIONARY STATEMENTS SET FORTH
IN THIS OFFICIAL STATEMENT.
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The Purchasers have provided the following for inclusion in the Official Statement in connection with the
offering of the 2011A Bonds: The Purchasers have reviewed the information in this Official Statement in
accordance with, and as part of, their respective responsibilities to investors under the federal securities laws, as
applied to the facts and circumstances of this transaction, but the Purchasers do not guarantee the accuracy or
completeness of such information.
THE PURCHASERS MAY OVERALLOT OR EFFECT TRANSACTIONS THAT MAY STABILIZE
OR MAINTAIN THE MARKET PRICE OF THE 2011A BONDS AT A LEVEL ABOVE THAT WHICH MIGHT
OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE
DISCONTINUED AT ANY TIME.
While the Water Authority maintains a website for various purposes, none of the information on the Water
Authority’s website is intended to assist investors in making an investment decision or to provide any continuing
information with respect to the 2011A Bonds.
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OFFICIAL STATEMENT
$___________
San Diego County Water Authority
Water Revenue Refunding Bonds,
Series 2011A (Non-AMT Tax-Exempt)

INTRODUCTION
This Official Statement, including the cover page and Appendices hereto, is provided to furnish certain
information in connection with the offering of San Diego County Water Authority Water Revenue Refunding
Bonds, Series 2011A (Non-AMT Tax-Exempt) (the “2011A Bonds”), in the aggregate principal amount of
$___________.
The 2011A Bonds are secured by a pledge of Net Water Revenues (defined below). Payment of the 2011A
Bonds from Net Water Revenues is on a parity with the payment of the Contracts (defined below) presently
outstanding or hereafter incurred by the Water Authority in accordance with Resolution 89-21 of the Water
Authority, adopted on May 11, 1989, as supplemented by Resolution No. 97-52, adopted by the Board of Directors
of the Water Authority on December 11, 1997 and by Resolution No. 09 23, adopted by the Board of Directors on
December 17, 2009 (as supplemented, the “General Resolution”).
The 2011A Bonds constitute limited obligations of the Water Authority, payable solely from Net
Water Revenues, and neither the full faith and credit nor the taxing power of the Water Authority, the State
of California or any of its political subdivisions is pledged for the payment thereof.
The 2011A Bonds are being issued by the Water Authority to refinance a portion of the design, acquisition
and construction of various capital projects of its Capital Improvement Program by refunding a portion of the Water
Authority’s outstanding Contracts. See THE CAPITAL IMPROVEMENT PROGRAM and PLAN OF
REFUNDING.
The 2011A Bonds are being issued pursuant to the County Water Authority Act of the State of California
and all laws amendatory thereof or supplemental thereto, including Articles 10 and 11 of Chapter 3 of Part 1 of
Division 2 of Title 5 of the Government Code of the State of California (collectively, the “Act”) and an Indenture,
dated as of July 1, 2011 (the “Indenture”), between the Water Authority and U.S. Bank National Association as
trustee (the “Trustee”).
Brief descriptions of the 2011A Bonds, the security and sources of payment for the 2011A Bonds and the
Water Authority and its Capital Improvement Program are provided herein. Such descriptions do not purport to be
comprehensive or definitive. Definitions of certain capitalized terms used herein may be found in APPENDIX C SUMMARY OF PRINCIPAL LEGAL DOCUMENTS - Certain Definitions. All references made to various
documents herein are qualified in their entirety by reference to the forms thereof, all of which are available for
inspection at the office of the Water Authority’s Clerk of the Board.
WATER AUTHORITY DEBT
The Water Authority may borrow money and incur indebtedness and may issue bonds or other evidences of
indebtedness, provided that the Water Authority may not incur indebtedness in excess of 15 percent of the assessed
valuation of the taxable property within the Water Authority’s service area. Revenue bonds of the Water Authority
must be authorized by a majority vote of the Board of Directors, and general obligation bonds must be authorized by
a two-thirds vote majority of the qualified electors of the Water Authority. The Water Authority has no revenue
bonds or general obligation bonds outstanding. The Water Authority may purchase real or personal property
(through installment sale agreements) and may also incur indebtedness by contract. Installment sale agreements are
not limited in principal amount and contract indebtedness is limited in aggregate amount to 1/10 of 1 percent of the
assessed value of property taxable for Water Authority purposes. As of June 30, 2010, 1/10 of 1 percent of the
assessed value of property taxable for Water Authority purposes was approximately $387 million. As of May 1,
2011, of the Water Authority had contract indebtedness in the aggregate principal amount of $189,985,000
-1OHS WEST:261160786.4
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outstanding. Any proposal to incur indebtedness in excess of said 1/10 of 1 percent limit, and any proposal to
purchase, lease or otherwise acquire rights, privileges or services in excess of 40 years requires majority approval of
the qualified electors of the Water Authority. The Water Authority may also issue and sell, without voter approval,
commercial paper in the form of short-term revenue certificates for any Water Authority purpose, and may arrange
for bank lines of credit or letters of credit in connection therewith. All of the Water Authority’s payment obligations
with respect to all of the Water Authority’s outstanding installment sale agreements and contracts of indebtedness
are evidenced by certificates of participation.
On May 11, 1989, the Water Authority adopted its Resolution No. 89-21, entitled “A Resolution of the
Board of Directors of the San Diego County Water Authority Providing for the Allocation of Water System
Revenues and Establishing Covenants to Secure the Payment of Obligations Payable from Net Water Revenues,”
which was supplemented by Resolution No. 97-52 of the Water Authority, adopted on December 11, 1997 (as
supplemented, the “General Resolution”). The 2011A Bonds are payable from Net Water Revenues under the
General Resolution on a parity basis with the installment payments payable by the Water Authority under the
following outstanding installment sale agreements and contracts of indebtedness (collectively, the “Contracts”):
1997 Installment Sale Agreement and 1997 Contract of Indebtedness (the “1997 Contracts”), 1998 Installment Sale
Agreement and 1998 Contract of Indebtedness (the “1998 Contracts”), the 2002 Installment Sale Agreement, the
2004 Installment Sale Agreement, the 2005 Installment Sale Agreement and the 2005 Contract of Indebtedness (the
“2005 Contracts”), the 2008A Installment Sale Agreement and 2008A Contract of Indebtedness (the “2008
Contracts”), and the 2010A Contract of Indebtedness and the 2010B Installment Sale Agreement (the “2010
Contracts”). The Water Authority’s obligation to make installment sale payments under the Contracts are evidenced
by the following certificates of participation or secure the following bonds:
Initial Principal
Amount
Water Revenue Certificates of Participation:
Water Revenue Refunding Certificates of
Participation, Series 1997A (the “1997A
Certificates”)
Water Revenue Certificates of Participation,
Series 1998A
Water Revenue Certificates of Participation,
Series 2002A (the “2002A Certificates”)
Water Revenue Certificates of Participation,
Series 2004A (the “2004A Certificates”)
Water Revenue Refunding Certificates of
Participation, Series 2005A (the “2005A
Certificates”)
Water Revenue Certificates of Participation,
Series 2008A (the “2008A Certificates”)
Water Revenue Bonds:
Water Revenue Bonds, Series 2010A (the
“2010A Bonds”)
Water Revenue Bonds, Series 2010B (Taxable
Build America Bonds) (the “2010B Bonds”)
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Principal Amount
Outstanding as of
May 1, 2011

$ 162,315,000

$ 6,110,000

180,000,000

11,685,000

300,000,000

236,750,000

425,000,000

425,000,000

107,455,000

107,455,000

558,015,000

558,015,000

98,495,000

98,495,000

526,135,000

526,135,000

$2,357,415,000

$1,969,645,000

The Contracts are all fixed interest rate obligations and all are payable from Net Water Revenues on a
parity with payments on the 2011A Bonds. The Water Authority has no indebtedness outstanding which is payable
from Net Water Revenues senior to payments on the Contracts, and the General Resolution does not allow the Water
Authority to incur indebtedness payable from Net Water Revenues senior to payments on the Contracts. The Water
Authority may enter into future installment sale agreements or contract indebtedness that will be payable from Net
Water Revenues on a parity with the Contracts, subject to the requirements summarized in this section and in
SECURITY AND SOURCES OF PAYMENT – Additional Parity Obligations.
Debt service reserve funds were created in connection with the execution and delivery of the 1997A
Certificates, the 1998A Certificates, the 2002A Certificates, the 2004A Certificates, the 2005A Certificates and the
2008A Certificates. Amounts in such debt service reserve funds are not available to secure the 2011A Bonds. No
debt service reserve fund will be created to secure the 2011A Bonds.
In November 1995, the Water Authority established a commercial paper program in order to finance
additional capital facilities. Commercial paper notes issued under the program (the “Commercial Paper Notes”) in
the aggregate principal amount of $[360,000,000] are currently outstanding. The Commercial Paper Notes and
certain payments to the banks providing liquidity support for the Commercial Paper Notes are payable from Net
Water Revenues on a subordinate basis to the 2011A Bonds.
PLAN OF REFUNDING
A portion of the proceeds of the 2011A Bonds, together with other available monies, will be used, pursuant
to an escrow agreement between U.S. Bank National Association (the “Escrow Agent”) and the Water Authority,
dated as of July 1, 2011 (the “Escrow Agreement”), to pay the prepayment price of the Series 2002A Certificates
with the certificate payment dates and in the amounts set forth below (the “Refunded Certificates”) on the
redemption date set forth below. Amounts deposited with the Escrow Agent will be held in trust for the payment of
the prepayment price on the Refunded Certificates.
Refunded Certificates
(Series 2002A)
Maturity (May 1)

Refunded Amount

CUSIP

The balance of the proceeds of the 2011A Bonds, net of Purchasers’ discount, will be used to pay costs of
issuance. See SOURCES AND USES OF FUNDS.
THE 2011A BONDS
General
The 2011A Bonds will be issued in the aggregate principal amount of $___________. The 2011A Bonds
will be issued in denominations of $5,000 or any integral multiple thereof, and will be dated the date of delivery
thereof and will mature on May 1 in the year and in the amount set forth on the cover page hereof. Interest on the
2011A Bonds is payable from their dated date at the rates set forth on the cover page hereof, on May 1 and
November 1 of each year, commencing November 1, 2011.
The 2011A Bonds, when issued, will be registered in the name of Cede & Co., as nominee of The
Depository Trust Company, New York, New York (“DTC,” and, together with any successor securities depository,
the “Securities Depository”). DTC will act as Securities Depository for the 2011A Bonds so purchased. Individual
purchases will be made only in book-entry form. Purchasers will not receive physical certificates representing their

OHS WEST:261160786.4
Page 270 of 563

3

beneficial ownership interest in the 2011A Bonds. So long as the 2011A Bonds are registered in the name of Cede
& Co., payment of the principal of, premium, if any, and interest on the 2011A Bonds will be payable to DTC or its
nominee. DTC in turn will remit such payments to DTC Participants for subsequent disbursement to the Beneficial
Owners. See APPENDIX E – BOOK-ENTRY SYSTEM.
THE 2011A BONDS ARE LIMITED OBLIGATIONS OF THE WATER AUTHORITY, PAYABLE
SOLELY FROM A PLEDGE OF NET WATER REVENUES, AND NEITHER THE FULL FAITH AND CREDIT
NOR THE TAXING POWER OF THE WATER AUTHORITY, THE STATE OF CALIFORNIA OR ANY OF ITS
POLITICAL SUBDIVISIONS IS PLEDGED FOR THE PAYMENT THEREOF.
Redemption
Optional Redemption. The 2011A Bonds shall be subject to redemption prior to their stated maturity date
at the option of the Water Authority, from any source of available funds, as a whole or in part on any date on or after
____ 1, ____, at a redemption price equal to the principal amount of such 2011A Bonds called for redemption,
together with accrued interest thereon to the date fixed for redemption, without premium.
Mandatory Sinking Fund Redemption. The 2011A Bonds maturing on _______ 1, ____ are subject to
redemption prior to their respective stated maturities, on any May 1 on or after May 1, ____, in part by lot, from
mandatory sinking account payments at a redemption price equal to the principal amount thereof and interest
accrued thereon to the date fixed for redemption, without premium, as set forth below.
Sinking Fund
Redemption Date
(May 1)

Principal
Amount

*
___________________________
* Final Maturity
Partial Redemption. If less than all 2011A Bonds maturing by their terms on any one date are to be
redeemed at any one time, the Trustee shall select the 2011A Bonds of such maturity to be redeemed in any manner
that it deems appropriate and fair and shall promptly notify the Water Authority in writing of the numbers of such
2011A Bonds so selected for redemption. For purposes of such selection, the 2011A Bonds shall be deemed to be
composed of $5,000 multiples and any such multiple may be separately redeemed.
Notice, Rescission and Effect of Redemption
Notice of Redemption. Notice of redemption is required to be mailed by first-class mail by the Trustee, not
less than 20 nor more than 60 days prior to the redemption date to (i) the respective Holders of the 2011A Bonds
designated for redemption at their addresses appearing on the registration books of the Trustee, (ii) the Securities
Depositories and (iii) the Municipal Securities Rulemaking Board. Notice of redemption to the Securities
Depositories and the Municipal Securities Rulemaking Board is required to be given by registered mail or overnight
delivery or facsimile transmission. Each notice of redemption is required to state the date of such notice, the Series
being redeemed, the redemption price, the name and appropriate address of the Trustee, the CUSIP number of the
maturity or maturities, and if less than all of any such maturity is to be redeemed, the distinctive certificate numbers
of the 2011A Bonds of such maturity to be redeemed and, in the case of 2011A Bonds to be redeemed in part only,
the respective portions of the principal amount thereof to be redeemed. Each such notice is also required to state
that on said date there will become due and payable on each of said 2011A Bonds to be redeemed in part only, the
specified portion of the principal amount thereof to be redeemed, together with interest accrued thereon to the
redemption date, and that from and after such redemption date interest thereon will cease to accrue, and require that
the 2011A Bonds be then surrendered at the address of the Trustee specified in the redemption notice.
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So long as the 2011A Bonds are held in book-entry only form, notice of redemption will be mailed by the
Trustee only to DTC and not to the Beneficial Owners of 2011A Bonds under the DTC book-entry only system.
Neither the Water Authority nor the Trustee is responsible for notifying the Beneficial Owners, who are to be
notified in accordance with the procedures in effect for the DTC book-entry system. See APPENDIX E – BOOKENTRY SYSTEM.
Neither the failure to receive any such notice of redemption nor any defect therein will affect the validity of
the proceedings for the redemption of such 2011A Bonds or the cessation of the accrual of interest on the
redemption date. Neither the Water Authority nor the Trustee shall have any responsibility for any defect in CUSIP
numbers which appears on any 2011A Bond or in any redemption notice with respect thereto.
Conditional Notice of Optional Redemption. Any notice of optional redemption of the 2011A Bonds may
be conditional and if any condition stated in the notice of redemption shall not have been satisfied on or prior to the
redemption date, said notice shall be of no force and effect and the Water Authority shall not be required to redeem
such 2011A Bonds and the redemption shall be cancelled and the Trustee shall within a reasonable time thereafter
give notice, to the persons and in the manner in which the notice of redemption was given, that such condition or
conditions were not met and that the redemption was cancelled.
Right to Rescind or Cancel Redemption. The Water Authority shall have the right to rescind any optional
redemption or cancellation by written notice of rescission. In addition, any notice of optional redemption shall be
cancelled and annulled if for any reason funds are not available on the date fixed for redemption for the payment in
full of the 2011A Bonds then called for redemption. Any such rescission or cancellation shall not constitute an
Event of Default under the Indenture. The Trustee shall mail notice of rescission or cancellation of such redemption
in the same manner as the original notice of redemption was sent.
Effect of Redemption. If notice of redemption has been duly given and money for the payment of the
redemption price of the 2011A Bonds called for redemption is held by the Trustee, then on the redemption date
designated in such notice the 2011A Bonds so called for redemption shall become due and payable, and from and
after the date so designated interest on such 2011A Bonds shall cease to accrue, and the Owners of such 2011A
Bonds shall have no rights in respect thereof except to receive payment of the redemption price thereof.
SOURCES AND USES OF FUNDS
The sources and uses of funds in connection with the 2011A Bonds are anticipated to be as follows:
SOURCES:
Principal Amount .....................................................................

$

[Net] Original Issue Premium/Discount ....................................
Funds of the Water Authority relating to the
Refunded Certificates .............................................................
TOTAL .........................................................

$

USES:
Deposit to Escrow Fund relating to the
Refunded Certificates ..............................................................

$

2

Costs of Issuance ......................................................................
TOTAL .........................................................

$

______________________________
1

Includes purchaser’s discount, legal fees, financial advisory fees, printing expenses and other costs relating to
the execution and delivery of the 2011A Bonds.

OHS WEST:261160786.4
Page 272 of 563

5

SECURITY AND SOURCES OF PAYMENT
Capitalized terms used herein and not otherwise defined shall have the meanings set forth in
APPENDIX C - SUMMARY OF PRINCIPAL LEGAL DOCUMENTS - Certain Definitions.
General
The Indenture provides that the 2011A Bonds shall constitute Bonds under the General Resolution secured
by a pledge of Net Water Revenues as provided therein. In addition, all amounts (including proceeds of the sale of
the Bonds) held by the Trustee in any fund or account established under the Indenture (other than amounts on
deposit in the Rebate Fund) are irrevocably pledged to the payment of the interest on and principal of the 2011A
Bonds as provided in the Indenture and shall not be used for any other purpose while any of the 2011A Bonds
remain Outstanding; provided, however, that out of such moneys there may be applied such sums for such purposes
as are permitted under the Indenture.
The 2011A Bonds constitute limited obligations of the Water Authority, payable solely from Net
Water Revenues, and neither the full faith and credit nor the taxing power of the Water Authority, the State
of California or any of its political subdivisions is pledged for the payment thereof.
Payment of the 2011A Bonds from Net Water Revenues is on a parity with the payment of any Contracts
presently outstanding or hereafter incurred by the Water Authority in accordance with the General Resolution.
Pledge of Net Water Revenues
The Indenture provides that the 2011A Bonds shall constitute Bonds under the General Resolution secured
by a pledge of Net Water Revenues as provided therein. The Indenture further provides that the Owners shall be
beneficiaries of all of the obligations assumed by the Water Authority and the covenants made by the Water
Authority in the General Resolution.
In addition, all amounts (including proceeds of the sale of the Bonds) held by the Trustee in any fund or
account established under the Indenture (other than amounts on deposit in the Rebate Fund) are irrevocably pledged
to the payment of the interest on and principal of the 2011A Bonds as provided in the Indenture and shall not be
used for any other purpose while any of the 2011A Bonds remain Outstanding; provided, however, that out of such
moneys there may be applied such sums for such purposes as are permitted under the Indenture.
Deposit of Net Water Revenues
To provide for the payment of the principal of and interest on the 2011A Bonds as the same shall become
due and payable, the Water Authority shall, from Net Water Revenues on deposit in the Installment Payment Fund
established under the General Resolution on a parity with the payment of all other Bond Payments, Installment
Payments and Reimbursement Payments (each as defined in the General Resolution), transfer to the Trustee for
deposit in the Debt Service Fund from time to time amounts sufficient, together with other moneys available
therefor, for the timely payment of principal of and interest on the 2011A Bonds. Such payment shall be on a parity
with the application of Net Water Revenues to the payment of principal and accreted value of, premium, if any,
interest on, and any reserve fund requirements for, or other obligations with respect to, any Contracts.
The Water Authority agrees and covenants that on or before the Business Day immediately preceding
May 1 and November 1 of each year, beginning November 1, 2011, the Water Authority shall, from amounts in the
Installment Payment Fund (on a parity with the payment of all other Bond Payments, Installment Payments and
Reimbursement Payments), transfer to the Trustee for deposit in the Debt Service Fund, which fund the Trustee shall
establish, maintain and hold in trust so long as any Bonds remain outstanding, a sum equal to the amount of interest
and principal becoming due on the next succeeding May 1 or November 1, as the case may be; provided, no such
transfer need be made if the amount on deposit in the Debt Service Fund is at least equal to the amount of interest
and principal becoming due and payable on the Bonds on such May 1 or November 1, as the case may be.
All money on deposit in the Debt Service Fund shall be used and withdrawn by the Trustee solely for the
purpose of paying the interest on and principal of the Bonds as such interest and principal become due and payable.
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No debt service reserve fund to secure the 2011A Bonds is created under the Indenture.
Net Water Revenues
Pledge of Net Water Revenues. Under the General Resolution, Net Water Revenues are pledged to secure
the payment of all Bond Payments, Installment Payments and Reimbursement Payments and, subordinate thereto,
the payment of all Subordinate Obligations.
Current Water Revenues; Water Revenues. Under the General Resolution, “Current Water Revenues”
generally include all gross income and revenue received or receivable by the Water Authority from its ownership
and operation of the Water System, including income derived from water sales, water standby availability charges,
capacity charges, infrastructure access charges, sales of hydroelectric power associated with the Water System and
certain investment earnings.
Interest Subsidy Payments received by the Water Authority with respect to the San Diego County Water
Authority Financing Agency Water Revenue Bonds, Series 2010B, will constitute Current Water Revenues. The
Water Authority has proposed to amend the General Resolution to provide that Interest Subsidy Payments are
treated as a reduction to Debt Service rather than as Current Water Revenues. Such amendment will become
effective only if and when requisite approvals for an amendment of the General Resolution have been obtained by
the Water Authority. By their purchase of 2011A Bonds, the purchasers of such 2011A Bonds consent to such
amendment.
“Water Revenues” is defined under the General Resolution as Current Water Revenues plus amounts
transferred to the Water Revenue Fund from the Rate Stabilization Fund less amounts transferred from the Water
Revenue Fund to the Rate Stabilization Fund.
Rate Stabilization Fund. In order to avoid fluctuations in its water rates, the Water Authority may transfer
portions of its Current Water Revenues from time to time to the Rate Stabilization Fund, and from time to time
transfer moneys from the Rate Stabilization Fund to the Water Revenue Fund. Such transfers from the Rate
Stabilization Fund are to be used by the Water Authority solely to pay Maintenance and Operation Costs. It is
expected that the amounts to be transferred into and out of the Rate Stabilization Fund will be budgeted by the
Water Authority on an annual basis in order to provide sufficient Water Revenues to meet its capital improvement
funding objectives and its covenant obligations under the General Resolution. See FINANCIAL OPERATIONS Financial Management Policies and PROJECTED OPERATING RESULTS - Operating Revenue.
Maintenance and Operation Costs. The Water Authority is required to pay all Maintenance and Operation
Costs from the Water Revenue Fund as they become due. Such costs include all costs paid or incurred by the Water
Authority for maintaining and operating the Water System, including water purchases, determined in accordance
with Generally Accepted Accounting Principles, as more fully set forth in the General Resolution. Maintenance and
Operation Costs exclude depreciation, replacement and obsolescence charges or reserves therefor and amortization
of intangibles, premiums and discounts, and interest expense. Also excluded are maintenance and operation costs
paid from other than Water Revenues, including, without limitation, costs paid from ad valorem property tax
revenues.
The Water Authority may enter into contracts or leases with respect to the payment of certain maintenance
and operation expenses. However, amounts paid pursuant to any contract or lease longer than five years (an
“Obligation”) shall be treated as Maintenance and Operation Costs only if the Water Authority determines at the
time it enters into the Obligation that (a) the treatment of payments on such Obligation as Maintenance and
Operation Costs will not impair its ability to comply with its rate covenant (hereinafter described) during the
succeeding five fiscal years (or during the five years after the commercial operation date of the project being
financed with the Obligation, if later), and (b) the properties, services or commodities to be furnished pursuant to the
Obligation can be economically and beneficially utilized by the Water Authority. If these criteria cannot be met,
amounts due under the Obligation shall be paid out of the Subordinate Obligation Payment Fund or the General
Reserve Fund (each hereinafter described).
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Net Water Revenues. Net Water Revenues, the source of payment for the 2011A Bonds, is defined by the
General Resolution to be, for any fiscal year, the Water Revenues during such fiscal year less the Maintenance and
Operation Costs during such fiscal year.
Flow of Funds
The General Resolution established five special funds which are held by the Water Authority: a Water
Revenue Fund; a Rate Stabilization Fund; an Installment Payment Fund; a Subordinate Obligation Payment Fund;
and a General Reserve Fund.
Water Revenue Fund. Under the General Resolution, all Current Water Revenues are deposited initially in
the Water Revenue Fund. The Water Revenue Fund may also receive transfers from the Rate Stabilization Fund,
and the Water Authority may make transfers from the Water Revenue Fund to the Rate Stabilization Fund.
Amounts in the Water Revenue Fund are utilized to pay Maintenance and Operation Costs as they become
due and payable. Remaining amounts, constituting Net Water Revenues, are set aside and deposited or transferred
by the Water Authority, as the case may be, at the following times in the following order of priority:
(a) Installment Payment Fund. On or before the last business day of each month, the Water Authority
shall deposit in the Installment Payment Fund a sum equal to the Monthly Accrued Debt Service for such month,
plus a sum equal to all Reimbursement Payments then due and payable, provided that no such deposit need be made
if amounts on deposit in the Installment Payment Fund equal the amount of Bond Payments or Installment Payments
due with respect to all Bonds (revenue bonds payable prior to the 2011A Bonds) and Contracts (leases, installment
sale agreements and contracts of indebtedness payable prior to the 2011A Bonds) on the next succeeding Interest
Payment Date (with respect to interest), Principal Payment Date (with respect to principal) and Accreted Value
Payment Date (with respect to Accreted Value) for such Bonds or Contracts, and the Reimbursement Payments then
due and payable.
The 2011A Bonds constitute “Bonds” under the General Resolution.
(b) Bond or Contract Reserve Fund. On or before the last business day of each month, the Water
Authority shall transfer to each trustee for deposit in the applicable Bond or Contract Reserve Fund an amount equal
to the amount, if any, required to be deposited therein to build up or replenish such Bond or Contract Reserve Fund
as, and to the extent, required by the applicable Contract or Indenture.
No debt service reserve fund will be created to secure the 2011A Bonds.
(c) Subordinate Obligation Payment Fund. On or before the last business day of each month, the Water
Authority shall deposit in the Subordinate Obligation Payment Fund a sum equal to the amount necessary to pay or
provide for the payment of principal and interest due on each Subordinate Obligation.
(d) Subordinate Obligation Reserve Fund. On or before the last business day of each month, the Water
Authority shall transfer to each trustee with respect to Subordinate Obligations for deposit in the debt service reserve
fund with respect to such Subordinate Obligations an amount equal to the amount, if any, required to be deposited
therein to build up or replenish such debt service reserve fund as and to the extent required by the applicable
Subordinate Obligation or Indenture or other instrument securing such Subordinate Obligation.
(e) General Reserve Fund. On the last business day of each month, the Water Authority shall, after
making each of the foregoing deposits and transfers, transfer all money remaining in the Water Revenue Fund to the
General Reserve Fund. The Water Authority may withdraw money in the General Reserve Fund for any lawful
purpose of the Water Authority except to make transfers to the Rate Stabilization Fund.
The Water Authority covenants in the General Resolution to keep appropriate accounting records in which
complete and correct entries shall be made of all transactions relating to the Water System. To fulfill this
requirement, the Water Authority employs enterprise accounting principles and practices in accordance with
Generally Accepted Accounting Principles. See APPENDIX A – WATER AUTHORITY FINANCIAL
STATEMENTS. Consistent with such accounting principles and practices and as authorized by the General
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Resolution, the Water Authority does not maintain on its books the specific funds named in the General Resolution.
The Water Authority does, however, account for Water Revenues, Maintenance and Operation Costs, Debt Service
and Monthly Accrued Debt Service in a manner consistent with and authorized by the General Resolution, and the
accounting system employed by the Water Authority enables the Water Authority to calculate Net Water Revenues
and to allocate Water Revenues in the priority specified in the General Resolution.
Rate Covenant
The Water Authority covenants under the General Resolution that it will at all times fix, prescribe and
collect or cause to be collected rates, fees and charges for Water Service which are reasonably fair and
nondiscriminatory and which will be at least sufficient to yield, during the next succeeding fiscal year of the Water
Authority, Net Water Revenues sufficient for the payment of all amounts payable from Net Water Revenues
(including Subordinate Obligations) and at least equal to 120 percent of the Debt Service on all Bonds and Contracts
for such fiscal year. The Water Authority may make adjustments from time to time in such rates, fees and charges
and may make such classification thereof as it deems necessary, but shall not reduce the rates, fees and charges then
in effect unless the Net Water Revenues from such reduced rates, fees and charges will at all times be sufficient to
meet the requirements of such covenant.
The Water Authority has amended the General Resolution to provide that Interest Subsidy Payments are
treated as a reduction to Debt Service rather than as Current Water Revenues. Such amendment will become
effective, however, only if and when requisite approvals for an amendment of the General Resolution have been
obtained by the Water Authority. By their purchase of 2011A Bonds, the purchasers of such 2011A Bonds consent
to such amendment.
Additional Parity Obligations
The Water Authority may at any time issue any Bonds or execute any Contract the payments under and
pursuant to which are payable from the Net Water Revenues on a parity with the 2011A Bonds; provided:
(a) For any period of 12 consecutive calendar months within the 24 calendar month period next preceding
the month in which such Bonds are issued or such Contract is executed, as the case may be, as evidenced by a
certificate of the Water Authority (together with supporting calculations prepared by the Water Authority), (1) the
Net Water Revenues shall have been equal to at least 120 percent of the Maximum Annual Debt Service on all
Bonds and Contracts outstanding after the issuance of such Bonds or the execution of such Contract, as the case may
be, and (2) the Net Water Revenues shall have been sufficient for the payment of all amounts payable from Net
Water Revenues during such 12-month period and at least equal to 120 percent of Debt Service on all Bonds and
Contracts outstanding during such 12-month period, or
(b) (1) For any period of 12 consecutive calendar months within the 24 calendar month period next
preceding the month in which such Bonds are issued or such Contract is executed, as the case may be, as evidenced
by a certificate of the Water Authority (together with supporting calculations prepared by the Water Authority), the
Net Water Revenues shall have been sufficient for the payment of all amounts payable from Net Water Revenues
during such 12-month period and at least equal to 120 percent of Debt Service on all Bonds and Contracts
outstanding during such 12-month period, and (2) as evidenced by a certificate of the Water Authority (together
with supporting calculations and assumptions prepared by the Water Authority), in each of the five succeeding fiscal
years, projected Net Water Revenues shall be sufficient for the payment of all amounts payable from Net Water
Revenues in each such fiscal year and at least equal to 120 percent of Debt Service on all Bonds and Contracts to be
outstanding in each such fiscal year; and
(c) The Water Authority shall certify that it is not then in default under any Indenture or with respect to
any Bonds or Contracts; and
(d) No Bond or Contract shall allow the declaration of Bond Payments or Installment Payments to be
immediately due and payable in the event of default by the Water Authority thereunder or under the applicable
Indenture unless such remedy is made applicable to all Bonds and Contracts then outstanding.
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Notwithstanding the foregoing provisions, there shall be no limitations on the ability of the Water
Authority to execute any Contract or to issue any Bonds at any time to refund any outstanding Bonds or any
outstanding Contract or to execute Reimbursement Agreements.
Limitations on Remedies
The ability of the Water Authority to comply with its covenants under the Indenture may be adversely
affected by actions or events outside of the control of the Water Authority and may be adversely affected by actions
taken (or not taken) by voters, property owners, taxpayers or payers of assessments, fees and charges. See
CONSTITUTIONAL LIMITATIONS. Furthermore, any remedies available to the Trustee or the owners of the
2011A Bonds upon the occurrence of an event of default under the Indenture are in many respects dependent upon
judicial actions which are often subject to discretion and delay and could prove both expensive and time consuming
to obtain.
In addition to the limitations on remedies contained in the Indenture, the rights and obligations under the
Indenture may be subject to bankruptcy, insolvency, reorganization, arrangement, fraudulent conveyance,
moratorium and other laws relating to or affecting creditors’ rights, to the application of equitable principles, to the
exercise of judicial discretion in appropriate cases and to limitations on legal remedies against public entities in the
State of California. The opinion to be delivered by Orrick, Herrington & Sutcliffe LLP, bond counsel, concurrently
with the issuance of the 2011A Bonds, that the Indenture constitutes a valid and binding obligation of Water
Authority will be subject to such limitations and the various other legal opinions to be delivered concurrently with
the issuance of the 2011A Bonds will be similarly qualified. A complete copy of the proposed form of opinion of
bond counsel is set forth in Appendix F hereto. In the event the Water Authority fails to comply with its covenants
under the Indenture or to pay principal and interest on the 2011A Bonds, there can be no assurance that available
remedies will be adequate to fully protect the interests of the holders of the 2011A Bonds.
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DEBT SERVICE SCHEDULE
The table below sets forth the principal and interest payable on the 2011A Bonds, total payments due with respect to the 1997A Certificates, the 1998A Certificates, the 2002A
Certificates, the 2004A Certificates, the 2005A Certificates, the 2008A Certificates, the 2010A Bonds and the 2010B Bonds, and the total payments due following the refunding
described under PLAN OF REFUNDING:
Year
(ending
May 1)
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040
2041
2042
2043
2044
2045
2046
2047
2048
2049

1997A Certificates
Debt Service
$6,461,325.00

1998A
Certificates
Debt Service
$555,037.50
555,037.50
555,037.50
555,037.50
555,037.50
555,037.50
555,037.50
555,037.50
555,037.50
555,037.50
555,037.50
555,037.50
555,037.50
555,037.50
555,037.50
555,037.50
12,240,037.501

2002A
Certificates
Debt Service

2004A
Certificates
Debt Service

2005A
Certificates
Debt Service

$18,385,077.50
18,384,677.50
18,384,327.50
18,382,490.00
18,385,610.00
18,382,320.00
18,383,525.00
18,381,487.50
18,384,500.00
18,382,000.00
18,385,250.00
18,382,750.00
18,383,500.00
18,381,000.00
18,384,000.00
18,385,750.00
18,384,750.00
18,384,500.00
18,383,250.00
18,384,250.00
18,385,500.001

$20,929,425.00
20,929,425.00
20,929,425.00
20,929,425.00
20,929,425.00
20,929,425.00
20,929,425.00
39,184,425.00
39,184,225.00
39,184,825.00
39,182,575.00
39,184,250.00
39,183,250.00
39,182,750.00
39,180,000.00
39,182,250.00
39,181,250.00
39,184,000.00
39,182,000.00
39,182,000.00
39,185,250.00
39,182,750.00
39,180,750.001

$17,305,562.50
17,234,312.50
16,956,712.50
17,231,462.50
16,892,187.50
17,288,487.50
16,185,725.00
724,500.00
724,500.00
7,449,500.00
7,446,437.50

TOTALS

1.

Includes amounts expected to be paid from debt service reserve fund monies.

2.

Reflects gross interest amount; does not reflect interest subsidy payments expected to be received in connection with the 2010B Bonds.
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2008A
Certificates Debt
Service
$29,655,900.00
36,836,300.00
38,271,500.00
38,165,500.00
39,487,500.00
40,080,000.00
42,169,750.00
39,868,750.00
40,359,500.00
33,636,000.00
33,635,750.00
31,777,250.00
31,782,000.00
31,780,000.00
31,775,250.00
31,776,500.00
40,072,000.00
40,070,500.00
40,074,500.00
40,071,000.00
45,632,500.00
45,632,750.00
47,337,750.00
47,338,250.00
47,341,000.00
47,341,250.00
47,339,250.00

2010A Bonds
Debt Service

2010B Bonds
2
Debt Service

2011A Bonds
Principal

2011A Bonds
Interest

Total Debt Service

THE WATER AUTHORITY
Organization, Purpose and Powers
The Water Authority was organized on June 9, 1944, under the Act for the primary purpose of supplying
water to San Diego County for wholesale distribution to the Water Authority’s member agencies in order to meet
their respective needs for beneficial uses and purposes.
The Water Authority is authorized to acquire water and water rights within or outside the State of
California; to develop, store and transport such water; to provide, sell and deliver water for beneficial uses and
purposes and to provide, sell and deliver water of the Water Authority not needed or required for beneficial purposes
of its member agencies to areas outside the boundaries of the Water Authority.
The Act also authorizes the Water Authority to exercise the power of eminent domain; to levy and collect
taxes; to fix, prescribe and collect rates or other charges for the delivery of water, use of facilities or property or
provisions for service; and to fix in each fiscal year a water standby availability charge on land within the
boundaries of the Water Authority to which water is made available by the Water Authority.
The Water Authority is authorized by the Act to utilize any part of its water, and any parts of its facilities
used for the development, storage, and transportation of water, to provide, generate, and deliver hydroelectric power,
and may acquire, construct, operate and maintain any and all of its facilities for such utilization, and the Act
authorizes the Water Authority to purchase, lease, sell and otherwise dispose of real or personal property. The
Water Authority is authorized to contract to provide, sell and deliver hydroelectric power to the United States of
America, to the State of California for the State Water Project and to any other person engaged in the sale of electric
power at retail or wholesale. The Water Authority is also authorized to acquire, construct, own, operate, control or
use works for supplying its member agencies with gas or electricity and to purchase, sell and exchange gas and
electricity from, to and with any public agency, private company or person engaged in the sale of gas or electricity at
retail.
Member Agencies
The Water Authority was organized by 11 member agencies in 1944. The Water Authority currently has
24 member agencies, consisting of 6 cities, 17 special districts, and the Pendleton Military Reservation. Reference
is made to the map in the front portion of this Official Statement for the location of the member agencies. Pursuant
to the provisions of the Act, additional member agencies may join the Water Authority. Subject to certain
limitations, the Act also permits member agencies to withdraw from the Water Authority.
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The following are the member agencies of the Water Authority:
Cities
Del Mar
Escondido
National City

Oceanside
Poway
San Diego
Special Districts

Carlsbad Municipal Water District
Fallbrook Public Utility District
Helix Water District
Lakeside Water District
Olivenhain Municipal Water District
Otay Water District
Padre Dam Municipal Water District
Rainbow Municipal Water District
Ramona Municipal Water District

Rincon del Diablo Municipal Water District
San Dieguito Water District
Santa Fe Irrigation District
South Bay Irrigation District
Vallecitos Water District
Valley Center Municipal Water District
Vista Irrigation District
Yuima Municipal Water District

Federal Agency
Pendleton Military Reservation

Board of Directors, Management and Employee Relations
Board of Directors. The decision-making body of the Water Authority is its 36-member Board of Directors
(the “Board”). Each of the member agencies of the Water Authority has at least one representative on the Board.
Any member agency may appoint one additional representative for each full five percent (5%) of total assessed
value of property taxable for Water Authority purposes that is within the public agency. As a result, the City of San
Diego is currently entitled to representation by ten directors and Helix Water District, Otay Water District and
Carlsbad Municipal Water District are each currently entitled to representation by two directors.
Under the Act, a member agency’s vote is based on its “total financial contribution” to the Water Authority
since the Water Authority was organized in 1944. Total financial contribution includes all amounts paid in taxes,
assessments, fees and charges to or on behalf of the Water Authority or The Metropolitan Water District of Southern
California (“MWD”). The Act authorizes each Board member to cast one vote for each $5,000,000, or major
fractional part thereof, of the total financial contribution paid by the member agency. As of January 1, 2011, the
member agencies’ voting entitlements are as follows:
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Calendar Year 2011 Member Agency Voting Entitlements
Agency
Carlsbad Municipal Water District
City of Del Mar
City of Escondido
Fallbrook Public Utility District
Helix Water District
Lakeside Water District
City of National City
City of Oceanside
Olivenhain Municipal Water District
Otay Water District
Padre Dam Municipal Water District
Pendleton Military Reservation
City of Poway
Rainbow Municipal Water District
Ramona Municipal Water District
Rincon del Diablo Municipal Water District
City of San Diego
San Dieguito Water District
Santa Fe Irrigation District
South Bay Irrigation District
Vallecitos Water District
Valley Center Municipal Water District
Vista Irrigation District
Yuima Municipal Water District
TOTALS

Votes
61.627
5.342
61.808
43.686
127.488
13.524
13.663
88.937
51.906
91.203
47.808
2.345
38.172
73.454
28.464
26.858
710.127
19.553
27.389
41.814
43.173
98.828
52.417
6.261
1,775.847

Percent
3.47%
0.30%
3.48%
2.46%
7.18%
0.76%
0.77%
5.01%
2.92%
5.14%
2.69%
0.13%
2.15%
4.14%
1.60%
1.51%
39.99%
1.10%
1.54%
2.36%
2.43%
5.57%
2.95%
0.35%
100.00%

Directors are appointed by the chief executive officers of the respective member agencies, subject to
approval by the agencies’ governing bodies. Although directors are appointed for a six-year term, the Act states that
all directors serve at the pleasure of the agencies that appointed them and may be removed by a majority vote of the
governing board. The Act further provides that member agencies with more than one representative may require
through ordinance that its directors vote as a block, as determined by a majority of such member agency’s
representatives. The City of San Diego has adopted such an ordinance. Another provision of the Act states that,
except as otherwise provided in the Act, a 55 percent vote is required for Board action. At such time as the City of
San Diego’s proportion of financial contribution equals 38 percent or less, however, all questions will be required to
receive only a majority of the vote.
Michael T. Hogan, representing the Santa Fe Irrigation District, is the current Chair of the Board; Thomas
V. Wornham, representing the City of San Diego, serves as Vice-Chair of the Board; and Richard K. Smith,
representing the Helix Water District, serves as Secretary of the Board.
The Board has five standing committees: Administrative and Finance; Engineering and Operations;
Imported Water; Legislation, Conservation and Outreach; and Water Planning. These committees review Water
Authority matters and recommend action to be taken by the Board.
Management. Maureen A. Stapleton serves as General Manager of the Water Authority. Ms. Stapleton
became General Manager of the Water Authority in January 1996 following nine years of service at the City of San
Diego as Deputy City Manager and Assistant City Manager. Ms. Stapleton has over 25 years of experience in
municipal government in a variety of positions. Ms. Stapleton received her Bachelor of Science degree from
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California State Polytechnic University, Pomona and earned her Master of Public Administration from California
State University Consortium, Long Beach.
Daniel S. Hentschke serves as the Water Authority’s General Counsel. Mr. Hentschke became the Water
Authority’s General Counsel in February 1998. Before joining the Water Authority, Mr. Hentschke was a member
of the Law Firm of Brown, Diven & Hentschke and served as City Attorney for the cities of Oceanside (1991-1998),
San Marcos (1988-1992), and Solana Beach (1986-1998). Prior to that, he was Assistant City Attorney for the City
of Carlsbad and Deputy City Attorney for the City of San Diego. He has extensive experience representing a variety
of California public agencies as general and special counsel and in public finance matters. Mr. Hentschke received a
Bachelor of Arts degree from the University of California, Santa Barbara, and earned his Doctor of Jurisprudence at
the University of the Pacific, McGeorge School of Law.
Frank Belock, Jr. serves as Deputy General Manager of the Water Authority. Mr. Belock joined the Water
Authority in August 2007. Before joining the Water Authority, Mr. Belock was employed by the Parsons
Corporation serving in the capacity of Area Manager for the San Diego office. Mr. Belock is a California registered
professional civil engineer. Prior to his employment with Parsons, he served as Water Department Director and
Director of Engineering and Capital Projects for the City of San Diego. Mr. Belock received his Bachelor of
Science degree in Civil Engineering from the University of Vermont and his Master of Public Administration from
San Diego State University.
Sandra L. Kerl serves as Deputy General Manager of the Water Authority. Ms. Kerl joined the Water
Authority in November 2009 following over twenty-five years of service in municipal management. Most recently
Ms. Kerl served as City Manager in the City of La Mesa. She received a Bachelor of Arts Degree in political
science from Cal Poly, San Luis Obispo and a Master of Business Administration Degree from the University of
Redlands.
Dennis A. Cushman serves as Assistant General Manager of the Water Authority. Prior to his appointment
as Assistant General Manager in August 2002, Mr. Cushman served as Public Affairs Director of the Water
Authority beginning in July 1997. Mr. Cushman has more than 20 years experience in public affairs and
management in the public and private sectors. He holds a Bachelor of Arts degree in journalism from San Diego
State University.
Eric L. Sandler serves as Director of Finance/Treasurer for the Water Authority. Mr. Sandler joined the
Water Authority in December 2005 as Deputy Director of Finance. He has over 15 years of experience in municipal
and infrastructure finance. Prior to joining the Water Authority, Mr. Sandler served as Director of Financial
Planning and Acting Director of Finance for the San Francisco Public Utilities Commission. Previously, Mr.
Sandler was employed by Lehman Brothers in the municipal investment banking group in San Francisco. Mr.
Sandler holds a Bachelor of Science degree in Biology from Stanford University and a Master of Business
Administration degree from the Haas School of Business at the University of California at Berkeley.
William J. Rose, P.E. serves as Director of Engineering of the Water Authority. Mr. Rose joined the Water
Authority in February 2001 as Director of Right of Way and, between 2009 and 2011, Mr. Rose served as the Water
Conservation Program Executive. Mr. Rose has 30 years of engineering and right of way experience at the regional
level working for San Diego Gas and Electric Company (“SDG&E”), the San Diego Metropolitan Transit
Development Board and the Water Authority. Mr. Rose received his bachelor’s degree in Civil Engineering from
California Polytechnic State University, San Luis Obispo, and is a registered civil engineer in California.
David G. Shank serves as the Financial Planning Manager for the Water Authority. Mr. Shank joined the
Water Authority in 2006. Prior to joining the Water Authority, Mr. Shank served as a consultant for Malcolm Pirnie
and a resource economist for the United States Department of Agriculture’s Economic Research Service. Mr. Shank
received a Master of Science degree from the University of California, Davis in Resource Economics, a Master of
Science degree from the University of Illinois at Urbana-Champaign in Environmental Engineering and a Bachelor
of Arts degree from Emory University in Economics.
Employee Relations. As of May 2, 2011, the Water Authority had 260 full-time equivalent employees.
Approximately [82.8]% of the employees are members of Teamsters Local 911 which is the recognized employee
organization designated to represent them in their employment relations with the Water Authority, including wages,
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hours and other terms and conditions of employment. The Water Authority’s current labor contracts with Local 911
are in effect through the fiscal year ending June 30, 2012.
CalPERS Defined Benefit Pension Plan. The Water Authority contributes to the California Public
Employees Retirement System (“CalPERS”), an agent multiple-employer public employee defined benefit pension
plan. CalPERS provides retirement, disability benefits, and death benefits to plan members and beneficiaries.
The Water Authority’s contribution to CalPERS for fiscal years ended June 30, 2009 and June 30, 2010
was $4,526,549 and $4,771,669, respectively. For the fiscal year ended June 30, 2010, the Water Authority’s annual
contribution rate was 16.204 percent of salaries and wages. For fiscal year 2011 and 2012 the contribution rates are
16.552 percent and 19.623 percent respectively. The Water Authority also pays 7 percent of the employees required
contribution and the employee pays the remaining 1 percent. As of June 30, 2009, the Water Authority’s unfunded
pension obligation as determined by CalPERS was approximately $40.1 million (representing a funded ratio of 69.7
percent based on the actuarial value of plan assets and 50.8 percent based on the market value of assets).
Effective July 1, 2010, Technical/Support, Professional/Administrative, and Managerial/Supervisory
employees increased the amount they pay toward their retirement plan (CalPERS) by one percent and an additional
2.5 percent increase will be effective July 1, 2011, for a total contribution of 4.5 percent. Executive, Senior
Management, and Confidential employees increased their contribution by 3.5 percent, for a total contribution of
4.5 percent effective July 1, 2010. For additional information on the Water Authority’s retirement plan obligation,
see APPENDIX A – WATER AUTHORITY FINANCIAL STATEMENTS.
Other Post Employment Benefits. The Water Authority established a Retiree Healthcare Plan (“Plan”), a
single-employer defined benefit retiree healthcare plan. This Plan, which is administered by the Water Authority,
provides employees who retiree directly from the Water Authority at age 55 with five years of service a cash subsidy
for monthly medical insurance premiums up to a cap of $200 per employee or $320 for employee plus spouse.
Payments cease at age 65 when the retiree or spouse is eligible for Medicare. If applicable, a cash subsidy for the
monthly medical premium continues up to a cap of $160 for a spouse until age 65 is attained. Surviving spouses are
also eligible for this benefit. Employees who retire directly from the Water Authority at age 55 with five years of
service are eligible to continue medical coverage as a participant with active employees at a blended premium rate
until eligible for Medicare at age 65 as an implied subsidy. The required contribution is based on projected pay-asyou-go financing requirements.
For the fiscal years ended June 30, 2009 and June 30, 2010, the Water Authority contributed $59,268 and
$72,133 in current premiums, respectively. The Water Authority’s unfunded liability for the Retiree Healthcare
Plan was approximately $3.0 million (representing a funded status of 0.00 percent), based on its most recent
actuarial valuation dated January 1, 2009. For additional information on the Water Authority's Reitree Healthcare
Plan obligations, see APPENDIX A – WATER AUTHORITY FINANCIAL STATEMENTS.
WATER AUTHORITY SERVICE AREA
The Water Authority’s service area lies within the foothill and coastal areas of the westerly third of San
Diego County, encompassing 947,289 acres (1,480 square miles). When the Water Authority was established in
1944, its service area consisted of 94,707 acres. Growth has primarily resulted from the addition of and annexation
of additional service areas by member agencies. The City of San Diego, with 213,121 acres, is the largest service
area within the Water Authority’s total service area. In its July 2000 county population estimate, the United States
Bureau of the Census ranked San Diego County the third largest county by population in California. Of the total
population of San Diego County, 97 percent live within the Water Authority’s service area. Based upon population
estimates provided by the member agencies, it is estimated that the population of the Water Authority’s service area
as of June 30, 2010 was 3,167,171. The population of the City of San Diego, estimated at 1,376,173 as of June 30,
2010, represented approximately 43 percent of the total population of the Water Authority’s service area.
The Water Authority’s service area is a semi-arid region where historically the natural occurrence of water
from rainfall and groundwater provides a firm water supply for only a small portion of the water needs of the current
population. Since 1990, the Water Authority has provided an average of 85 percent of the water supply within its
service area, with annual amounts ranging from a high of 95 percent in fiscal year ended June 30, 1990 to a low of
75 percent in fiscal year ended June 30, 1999. In fiscal year ended June 30, 2010, the Water Authority provided an

OHS WEST:261160786.4
Page 283 of 563

5

estimated 87 percent of the water supply within its service area (excluding estimated conservation savings). As a
wholesaling entity, the Water Authority has no retail customers, but serves only its member agencies.
For additional demographic and economic information relating to San Diego County, see APPENDIX B ECONOMY OF SAN DIEGO COUNTY.
The following table sets forth the area of the Water Authority served by each member agency and the
population of each member agency service area as estimated by the respective member agencies.
AREA AND POPULATION – WATER AUTHORITY MEMBER AGENCIES
As of June 30, 2010

Member Agency
Carlsbad M.W.D.
City of Del Mar
City of Escondido
Fallbrook P.U.D.
Helix W.D.
Lakeside W.D.
City of National City
City of Oceanside
Olivenhain M.W.D.
Otay W.D.
Padre Dam M.W.D.
Pendleton Military Reservation
City of Poway
Rainbow M.W.D.
Ramona M.W.D.
Rincon del Diablo M.W.D.
City of San Diego
San Dieguito W.D.
Santa Fe I.D.
South Bay I.D.
Vallecitos W.D.
Valley Center M.W.D.
Vista I.D.
Yuima M.W.D.
Total Water Authority

Total Member
Agency
Service Area
(acres)
20,640.0
1,443.0
21,569.0
27,988.0
31,350.0
11,488.0
4,812.4
26,982.5
30,942.1
80,320.0
54,402.2
134,625.0
25,047.0
47,260.4
46,523.7
10,596.1
213,121.0
5,652.7
10,359.0
13,836.9
29,450.0
64,253.0
21,167.1
13,460.0
947,289.1

Percent of
Total Water
Authority
Service Area
2.18%
0.15
2.28
2.95
3.31
1.21
0.51
2.85
3.27
8.48
5.74
14.21
2.64
4.99
4.91
1.12
22.50
0.60
1.09
1.46
3.11
6.78
2.23
1.42
100.00%

Population
Estimate
80,800
4,580
141,788
32,000
263,642
35,500
59,341
183,095
66,872
205,994
99,100
50,000
52,056
18,000
40,000
29,546
1,376,173
38,979
21,682
126,756
87,728
25,707
125,962
1,870
3,167,171

Percent of Total
Water Authority
Service Area
Population
2.55%
0.14
4.48
1.01
8.32
1.12
1.87
5.78
2.11
6.50
3.13
1.58
1.64
0.57
1.26
0.93
43.45
1.23
0.68
4.00
2.77
0.81
3.98
0.06
100.00%

WATER AUTHORITY WATER SUPPLY
The Water Authority’s mission is to provide its service area a safe and reliable water supply. Historically,
the principal source of supply for the Water Authority’s service area has been water purchased by the Water
Authority from The Metropolitan Water District of Southern California (“MWD”) for sale to the Water Authority’s
member agencies. However, historic supply shortage events and continued population growth in the Water
Authority’s service area have reinforced the need for diversification of the Water Authority’s water supply.
Therefore, consistent with its mission statement, the Water Authority has actively pursued a strategy of supply
diversification that includes the acquisition and importation of additional water supplies, the development of
additional local water supply projects and augmentation of its water supply via local and regional water storage
capacity. Water supplies utilized within the Water Authority service area originate from two sources: (1) water
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imported by the Water Authority and (2) local supplies (such as local runoff, groundwater, recycled water and,
prospectively, seawater desalination). The Water Authority has implemented programs and supported new
technologies to assist its member agencies' efforts to increase local supply development. Recent years have also
seen the diversification of the Water Authority’s sources of imported water through water transfer agreements. See
Quantification Settlement Agreement.
MWD remains the Water Authority’s largest source of imported water. See Water Purchases from The
Metropolitan Water District of Southern California. MWD obtains its water supply from two primary sources:
the Colorado River, via MWD’s Colorado River Aqueduct, and the State of California Department of Water
Resources’ State Water Project (“SWP”), via the Edmund G. Brown California Aqueduct. A map in the front
portion of this Official Statement provides the location of the Colorado River Aqueduct and the California
Aqueduct. See MWD Water Supply.
As an alternative to purchasing all of its imported water from MWD, the Water Authority has begun to
diversify its purchases through core supply transfers and dry-year transfers. Since 2003, the Water Authority has
been receiving a portion of its imported water pursuant to the terms of the Quantification Settlement Agreement
(“QSA”) among the State of California acting by and through the Department of Fish and Game (the “DFG”), the
Coachella Valley Water District (“CVWD”), the Imperial Irrigation District (“IID”) and the Water Authority,
executed on October 10, 2003, the Water Transfer Agreement (defined below) and other QSA related agreements.
See Quantification Settlement Agreement. Water that the Water Authority receives from IID is conveyed through
the Colorado River Aqueduct pursuant to an exchange agreement with MWD. The Water Authority began receiving
transfer water from IID in December 2003. Starting with the initial delivery of 10,000 acre-feet, the amount of
water to be delivered is increasing according to an agreed-upon schedule until the maximum transfer yield of
200,000 acre-feet per year is achieved in 2021. (Quantities of water are expressed in terms of acre-feet (AF). An
acre-foot is the amount of water that will cover one acre to a depth of one foot and is equivalent to approximately
326,000 gallons, which is approximately the average annual water use of two households of four persons each.) In
addition, the Water Authority’s portfolio includes imported supplies from water conserved as a result of the lining of
the All-American Canal and the Coachella Canal . The Water Authority began receiving water from the Coachella
Canal Lining Project in 2007, and in 2010 received almost 80,000 acre-feet from Coachella Canal Lining Project
and All-American Canal Lining Project transfers. See Quantification Settlement Agreement. The Water
Authority also successfully secured dry-year water transfers to provide supplemental supplies to the region during
MWD’s mandatory cutbacks to full service customers that started in July 2009 and ended in April 2011. Dry-year
transfers are short-term transfers or leases, typically agreed to and completed within one to three years. The Water
Authority’s progress in supply diversification for the last five fiscal years is set forth in the following table:
Water Authority Service Area Water Supply
Fiscal Year Ended June 30 (In Acre-Feet)
2006

Supply Source
MWD(1)
IID Transfer
Canal Lining
Dry Year Transfer
Surface Water(2)
Groundwater
Recycled Water
Total

541,620
35,000
--80,850
14,956
14,828
687,254

2007
605,559
45,000
10,750
-40,197
19,451
20,936
741,893

2008

2009

2010

528,321
50,000
30,582
-39,339
18,475
25,214
691,931

441,545
55,000
59,244
-43,757
18,031
26,323
643,900

334,814
65,000
79,626
15,520
27,335
18,556
25,592
566,443

1

Drop in post -2007 demand on MWD due to ramp-up of extraordinary conservation savings,
lingering economic downturn, and MWD mandatory cutbacks.

2

Reduction in surface water use attributed to multiple consecutive years of below normal rainfall
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The Water Authority continues to pursue regional supply diversification efforts through the support of
long-term planning efforts for local surface water, groundwater, recycled water, local seawater desalination and
conservation efforts. See Future Water Supply.
Water storage facilities are also critical to assuring consistent water availability notwithstanding fluctuation
in available supply. The Water Authority has entered into agreements to expand available storage capacity. See
WATER AUTHORITY WATER FACILITIES – Water Storage. One of the purposes of the Water Authority's
Capital Improvement Program is to interconnect a number of member agency storage facilities. Another purpose is
to enhance the Water Authority’s own storage capacity. See THE CAPITAL IMPROVEMENT PROGRAM.
Local Water Supplies
In 1990, San Diego County area local supplies consisted primarily of surface water and groundwater
sources which represented only 5 percent of the region’s total water supply. These sources are heavily dependent
upon precipitation and are cyclical in nature. Over the last several decades, total local supplies have ranged from a
low of approximately 33,000 acre-feet in fiscal year ended June 30, 1991 to more than 152,000 acre-feet in fiscal
year ended June 30, 1999. A number of the member agencies have storage facilities for the impounding of local
runoff and water purchased from the Water Authority. The total capacity of such storage is approximately 590,000
acre-feet. Such storage is generally only available to the member agencies operating these facilities and is generally
not available for use by other member agencies, since most storage facilities are currently not interconnected.
However, some member agencies are able to sell water to certain other agencies under separate agreements.
By 2010, local supplies increased to approximately 15 percent of the region’s supply portfolio. This was
achieved through the development of recycled supplies and expanded groundwater use. The Water Authority has
encouraged development of these additional local water supply projects through the award of Local Water Supply
Development (“LWSD”) incentives of up to $200 per acre-foot for recycled water and groundwater produced and
beneficially reused within the Water Authority’s service area. The purpose of the Water Authority's LWSD
program is to promote the development of cost-effective water recycling and groundwater projects that prevent or
reduce a demand for imported water and improve regional water supply reliability. The LWSD Program reimburses
member agencies for all or a portion of the difference between the actual per acre-foot cost of producing recycled
water, and the revenue generated by the LWSD participant through the sale of that acre-foot of recycled water (not
to exceed $200 per acre-foot). In February 2008, the program was expanded to include funding for local brackish
and seawater desalination projects.
The Water Authority also provides financial assistance through the Local Investigations and Studies
Assistance (“LISA”) program for conceptual-level studies to evaluate potential new member agency local water
supply projects. The LISA program provides matching grant funding on a 50-50 cost sharing basis for exploratory
project development activities including feasibility studies, field investigations, and environmental studies and
documentation. The Water Authority has committed $5.7 million over the term of the agreements, the last of which
is scheduled to expire on December 31, 2012, to assist its member agencies with studies to develop additional new
local supplies. The Water Authority’s remaining obligation for existing grant funding agreements totals $1.6
million for fiscal years ending June 20, 2012 and June 20, 2013. The grant funding program has been discontinued
for the immediate future and additional studies will not be funded in the budget cycle ending June 30, 2013.
Water Purchases from The Metropolitan Water District of Southern California
The Water Authority is a member agency of MWD. MWD was created in 1928, under authority of the
Metropolitan Water District Act (California Statutes 1927, Chapter 429, as reenacted in 1969 as Chapter 209, as
amended) (the “MWD Act”). MWD’s primary purpose is to provide a supplemental supply of wholesale water for
domestic and municipal uses to its constituent agencies. The MWD service area comprises approximately 5,200
square miles and includes portions of the six counties of Los Angeles, Orange, Riverside, San Bernardino, San
Diego and Ventura. There are 26 member agencies of MWD, consisting of 14 cities, 11 municipal water districts
and the Water Authority. A Board of Directors, currently numbering 37 members, governs MWD. Each constituent
agency has at least one representative on the MWD’s Board. Representation and voting rights are based upon the
assessed valuation of property within each constituent agency. As of fiscal year ending June 30, 2010, the City of
Los Angeles, the San Diego County Water Authority and the Municipal Water District of Orange County comprise
over 50 percent of MWD’s voting entitlement at 19.44%, 17.99% and 16.94% respectively. The Water Authority
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has four members on the MWD’s Board. The total population of the MWD service area is currently estimated to be
almost 19 million.
The Water Authority is the largest purchaser of water from MWD. In the fiscal year ended June 30, 2010,
the Water Authority’s estimated water purchases from MWD represented approximately 20 percent of MWD’s total
deliveries.
In the fiscal year ended June 30, 2010, MWD supplied approximately 1.6 million acre-feet of water to its
member agencies. MWD faces a number of challenges in providing a reliable and high quality water supply for
southern California. These include, among others: (1) population growth within the service area; (2) increased
environmental regulations; (3) increased competition for low-cost water supplies; and (3) variable weather
conditions. Supply deficiencies can occur during periods of drought. While MWD plans and manages reserve
supplies to account for normal occurrences of drought conditions, the recent drought conditions and regulatory
restrictions, have placed additional limitations on MWD’s ability to provide water to its member agencies. See
MWD Water Supply.
The MWD Act provides a preferential entitlement for the purchase of water by each of the MWD member
agencies. This preferential right is based upon a ratio of all payments made to MWD by each member agency on tax
assessments and other payments toward the capital cost and operating expense of MWD, except purchases of water,
to all such payments made by all member agencies. Based upon the formula as applied by MWD, as of June 30,
2010 the Water Authority has a statutory preferential right to 17.47 percent of MWD’s total supply.
It is MWD’s declared policy to meet all the supplemental needs of each of its member agencies, including
the Water Authority. It’s Act provides for its member agencies an allocation of water based on their preferential
rights. Historically, during extreme supply shortages, MWD’s Board has adopted other allocation plans to restrict
MWD supplies to its member agencies to reduce water use. Most recently, MWD adopted a shortage allocation
method in February 2008 (the “WSAP”). The method allows MWD to allocate water based on uniform reduction by
class of water service, with adjustments made for growth, loss of local supply, declines in demand due to
implementation of water conservation, and the degree of a member agency’s dependence on MWD for its total water
supply, as well as other water supply related factors. On July 1, 2009, MWD implemented Level 2 of its water
supply allocation plan and began allocating full service supplies among its member agencies pursuant to the plan. In
the spring of 2010, MWD took action to extend its mandatory allocations for a second consecutive fiscal year
beginning July 1, 2010. However based on the current water supply outlook, improved storage conditions, and
reduced water demands the MWD board took action to terminate the Water Supply Allocation Level 2 allocation
effective April 13, 2011, and determined not to implement any cutback for fiscal year ending June 30, 2012. See
INFORMATION CONCERNING THE METROPOLITAN WATER DISTRICT OF SOUTHERN
CALIFORNIA.
MWD Water Supply
Colorado River Water. Under applicable laws, agreements and treaties governing the use of water from the
Colorado River, California is entitled to 4.4 million acre-feet of Colorado River water annually, plus one-half of any
surplus that may be available collectively for Arizona, California and Nevada as declared on an annual basis by the
United States Secretary of the Interior. Under a priority system that governs the distribution of Colorado River
water made available to California, MWD holds the fourth priority right of 550,000 acre-feet per year and a fifth
priority right of 662,000 acre-feet per year. MWD’s fourth priority right is within California’s basic annual
apportionment of 4.4 million acre-feet; however, the fifth priority right is outside of this entitlement and therefore is
not considered a firm supply. (For a description of the priority of various California water users see the chart under
Quantification Settlement Agreement). Until 2003, MWD had been able to take full advantage of its fifth priority
right as a result of the availability of surplus water and apportioned but unused water by other states. However,
Arizona and Nevada have increased their use of water from the Colorado River, reducing the availability of unused
apportionment for California. In addition, a severe drought in the Colorado River Basin reduced storage in system
reservoirs, such that MWD stopped taking surplus deliveries in 2003 in an effort to mitigate the effects of the
drought. Prior to 2003, MWD could divert over 1.2 million acre-feet (its aqueduct capacity) in any year, but since
that time, MWD’s net diversions of Colorado River water have been limited to a low of approximately 633,000
acre-feet in 2006 and a high of approximately 1,105,232 acre-feet in 2009. Average annual net deliveries for 2003
through 2010 were approximately 849,500 acre-feet, with annual volumes dependent primarily on availability of
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unused higher priority agricultural water and increasing transfers of conserved water. For 2011, MWD projects that
its Colorado River deliveries will reach about 700,000 acre-feet, which includes 161,000 acre-feet of the Water
Authority’s QSA supplies. MWD also plans to leave an additional 200,000 acre-feet of intentionally-created surplus
water in Lake Mead for future withdrawals. These deliveries include the Water Authority’s QSA water supplies
conveyed by MWD in accordance with the Water Authority’s Exchange Agreement with MWD.
Colorado River Aqueduct. The Colorado River Aqueduct is owned and operated by MWD. Work on the
Colorado River Aqueduct commenced in 1933 and water deliveries started in 1941. Additional facilities were
completed by 1961 to meet additional requirements of MWD’s member agencies. The Colorado River Aqueduct is
242 miles long, starting at Lake Havasu and terminating at Lake Mathews in Riverside County. After deducting
evaporation and seepage losses in transporting and storing the water and considering maintenance requirements, the
maximum capacity available for delivery by MWD to its member agencies is approximately 1.2 million acre-feet per
year.
Management of California’s Colorado River Water Supply. In response to Arizona and Nevada increasing
use of their respective apportionments in the late 1990s and the uncertainty of continued surpluses on the Colorado
River, the Colorado River Board of California (“CRB”), in consultation with MWD, IID, the Palo Verde Irrigation
District (“PVID”), CVWD, the Los Angeles Department of Water and Power, and the Water Authority, embarked
on the development of a plan for reducing California’s use of Colorado River water to its basic annual
apportionment of 4.4 million acre-feet when necessary (the “California Plan”). In 1999, MWD, IID, CVWD and the
State agreed to a set of Key Terms aimed at managing California’s Colorado River supply. These Key Terms were
incorporated into CRB’s May 2000 California Plan that proposed to optimize the use of the available Colorado
River supply through water conservation, transfers from higher priority agricultural users to the Water Authority’s
and MWD’s service area, and storage programs.
Many of the core elements of the California Plan are being put into effect under the QSA. The QSA
establishes Colorado River water use limits for IID, CVWD and MWD, provides for specific acquisitions of
conserved water and water supply arrangements for up to 75 years, and restores the opportunity for MWD to receive
special surplus water under the Interim Surplus Guidelines. The QSA also allows MWD to enter into other
cooperative Colorado River supply programs, modify existing conservation and cooperative water supply
agreements consistent with the QSA, and set aside several disputes among California’s Colorado River water
agencies. See Quantification Settlement Agreement for a discussion of the Water Authority’s QSA supplies.
MWD Colorado River Supply Programs. MWD has taken steps to enhance its share of Colorado River
water through agreements with other agencies that have rights to use such water. Under the 1988 Conservation
Agreement between MWD and IID, IID constructed conservation projects that are providing 105,000 acre-feet of
conserved water per year to MWD. Under the QSA, MWD agreed to forgo up to 20,000 acre-feet of this water for
CVWD’s use. In 1992, MWD entered into an agreement with the Central Arizona Water Conservation District
(“CAWCD”) to demonstrate the feasibility of CAWCD storing Colorado River water in central Arizona for the
benefit of an entity outside of Arizona. In August 2004, MWD and PVID entered into a Land Management Crop
Rotation and Water Supply Program. This program produces up to 133,000 acre-feet of water to MWD in certain
years. In October 2004, MWD entered into a storage and interstate release agreement with Southern Nevada Water
Authority (“Nevada”). Under this program, Nevada can request MWD to store unused Nevada apportionment in
California. As part of a recently executed amendment, it is expected that Nevada will not request return of this
water before 2022. The stored water provides flexibility to MWD for blending Colorado River water with State
Water Project water and improves near-term water supply reliability. These programs, along with the Water
Authority’s QSA supplies, help maintain MWD’s access to the Colorado River water.
Colorado River Operations, Shortage, and Surplus Guidelines. In December 2007, the Secretary of the
Interior executed a Record of Decision (“ROD”) for guidelines that determine potential shortage allocations among
the Lower Basin states and revise reservoir operations (Colorado River Interim Guidelines for Lower Basin
Shortages and the Coordinated Operations for Lake Powell and Lake Mead). Under the guidelines, California
would not have to share in any of the potential annual shortages identified by the Secretary up to 500,000 acre-feet.
The ROD also extended existing Interim Surplus Guidelines (“ISG”) until 2026, which determine when surplus
water is available for California, Arizona and Nevada. Availability of ISG surplus water depends upon whether
drought conditions continue and how fast storage in the Colorado River Basin can recover from present conditions.
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The ROD also provided a way for Lower Basin Colorado River water contractors and others to create a storage
account, under a program called Intentionally Created Surplus (“ICS”). Under ICS provisions, MWD can
implement water conservation programs to create a storage account in Lake Mead of up to 1,500,000 acre-feet.
When other surplus is not available and the Colorado River is not in shortage condition, MWD could call for the
delivery of 375,000 acre-feet of this stored water in any year (400,000 acre-feet if water were needed to avoid
shortages within the MWD service area). As of January 2011, MWD has approximately 257,000 acre-feet in its ICS
accounts, made up of water conserved by fallowing in the Palo Verde Valley and from the yield allocated to MWD
from the Drop 2 Reservoir Project and the Yuma Desalter pilot run.
From October 2010 through April 2011, precipitation in the Colorado River Basin was significantly above
normal. On May 1, 2011, Upper Colorado River Basin snowpack measured 150% of normal with accumulations at
the highest level on record and the annual runoff forecast for Lake Powell increased to 145 percent of average. This
wet year followed a prolonged drought in the Upper Colorado River Basin from 2000 through 2010 with average
annual runoff of 69 percent of normal. In November 2010, Lake Mead’s elevation had dropped to 1,081 feet, the
lowest since the initial filling of the reservoir in 1937. Lake Mead’s elevation is projected to reach 1,113 feet by
December 2011. Each ten-foot increase in Lake Mead’s elevation represents approximately 1 million acre-feet of
increased storage.
Environmental Considerations. Several fish species and other wildlife species either directly or indirectly
have the potential to affect Colorado River operations, thus changing power operations and the amount of water
deliveries to the Colorado River Aqueduct. A number of species that are on either “endangered” or “threatened”
lists under the federal and/or California endangered species acts (“ESAs”) are present in the area of the Lower
Colorado River. To address this issue, a broad-based state/federal/tribal/private regional partnership, which includes
water, hydroelectric power and wildlife management agencies in Arizona, California and Nevada, developed a
multi-species conservation plan for the main stem of the Lower Colorado River (the Lower Colorado River MultiSpecies Conservation Program or “MSCP”). The MSCP allows MWD to obtain federal and state permits for any
incidental take of protected species resulting from current and future water and power operations and diversions on
the Colorado River. The MSCP also covers operations of federal dams and power plants on the Colorado River.
Seismic Considerations. Portions of the Colorado River Aqueduct are located near earthquake faults,
including the San Andreas Fault. The five pumping plants on the Colorado River Aqueduct have been buttressed to
better withstand seismic events. Other components of the Colorado River Aqueduct are monitored for any necessary
rehabilitation and repair. Supplies are dispersed throughout MWD’s service area, and a six-month reserve supply of
water normally held in local storage provides reasonable assurance of continuing water supplies during seismic
events. MWD has developed an emergency plan that calls for specific levels of response appropriate to an
earthquake’s magnitude and location. However, no assurance can be made that a significant seismic event would
not cause damage to project structures, which could thereby interrupt the supply of water from the Colorado River
Aqueduct.
State Water Project. MWD’s other major source of water is the State Water Project (“SWP”). The SWP is
owned by the State of California and operated by the State Department of Water Resources (“DWR”). The SWP
transports Feather River water stored in and released from Oroville Dam and unregulated flows diverted directly
from the San Francisco Bay/Sacramento-San Joaquin Delta Estuary (“Bay-Delta”) south via the California Aqueduct
to four delivery points near the northern and eastern boundaries of MWD. The total length of the California
Aqueduct is 444 miles.
MWD is one of 29 agencies that have long-term contracts for water service from DWR, but is the largest
agency in terms of the number of people it serves (almost 19 million), the share of SWP water to which it is entitled,
and the total amount of annual payments made to DWR. MWD’s contract with DWR provides for the ultimate
delivery of 1,911,400 acre-feet per year (46 percent of the total SWP entitlement). MWD also retains a “call” on
100,000 acre-feet per year on water transferred to CVWD and the Desert Water Agency, if needed, so long as it pays
for the financial obligations associated with the water during the call period.
The SWP was originally intended to meet demands of 4.2 million acre-feet per year. Initial SWP facilities
were completed in the early 1970s, and it was envisioned that additional facilities would be constructed as contractor
demands increased. Several factors, including public opposition, increased costs, and increased non-SWP demands
for limited water supplies, combined to delay the construction of additional facilities. The quantity of SWP water
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available for delivery each year is controlled by both hydrology and operational considerations. Water received
from the SWP by MWD from 2002 through 2010, including water from water transfer, groundwater banking and
exchange programs varied from a low of 908,000 acre-feet in calendar year 2009 to a high of 1,800,000 acre-feet in
calendar year 2004. MWD’s allocation from the SWP for calendar year 2010 was 50 percent of its contracted
amount, or 955,750 acre-feet. In 2010, MWD took delivery of 1,129,062 acre-feet to its service area plus
approximately 175,000 acre-feet of net deliveries to storage in its Central Valley groundwater storage programs.
This includes SWP supplies from water transfers, groundwater banking and exchange programs delivered through
the California Aqueduct.
Due to drought conditions and the court-ordered restrictions described under “—Endangered Species Act
Considerations” below, then-California Governor Arnold Schwarzenegger issued a proclamation on February 27,
2009 declaring a statewide drought emergency. However, weather conditions varied over the past five years – from
dry conditions in the Sierra Nevada watershed from 2007 through 2009 to above-normal precipitation from January
2010 through March 2011. As a result of more favorable conditions on the SWP, on March 31, 2011, California
Governor Jerry Brown proclaimed an end to the statewide drought emergency.
For calendar year 2011, DWR’s initial allocation estimate to the contractors was set at 25 percent of
contracted amounts. This estimate was adjusted upwards to 50 percent, 60 percent, 70 percent and 80 percent of
contracted amounts as of December 16, 2010, January 20, 2011, March 15, 2011, and April 20, 2011, respectively.
The most recent allocation reflects significant above-normal precipitation and accumulated snowpack to levels of
179 percent of normal and greater. For MWD, the revised allocation, together with DWR Article 21 surplus
supplies, and other water transfers and exchanges, translates to 1,979,000 acre-feet of projected supplies in 2011
from the SWP. DWR may further revise allocations for 2011 if the hydrologic and water supply conditions further
improve.
Bay-Delta Regulatory and Planning Activities. The supply and reliability issues affecting the SWP are
largely a result of longstanding environmental issues in the Bay-Delta estuary. In addition to its importance to urban
and agricultural water users, the Bay-Delta is of critical ecological importance. The Bay-Delta is the largest estuary
on the West Coast of the United States and provides habitat for more than 750 plant and animal species. One
hundred fifty years of human activity have contributed to the destruction of habitat, the decline of several estuarine
and anadromous fish species, and the deterioration of water quality. These activities include increasing water
demands from urban and agricultural uses, the dredging and filling of tidal marshes, the construction of levees,
urban runoff, agricultural drainage, runoff from abandoned mines, and the introduction of non-native species.
The State Water Resources Control Board (“SWRCB”) is the agency responsible for setting water quality
standards and administering water rights throughout California. Decisions of SWRCB can affect the availability of
water to MWD and other users of SWP water. SWRCB exercises its regulatory authority over the Bay-Delta by
means of public proceedings leading to regulations and decisions. These include the Bay/Delta Water Quality
Control Plan (“WQCP”), which establishes the water quality standards and proposed flow regime of the estuary, and
water rights decisions which assign responsibility for implementing the objectives of the WQCP to users throughout
the system by adjusting their respective water rights. Since 2000, SWRCB’s Water Rights Decision 1641 has
governed the SWP’s ability to export water from the Bay-Delta for delivery to MWD and other SWP contractors.
The CALFED Bay-Delta Program is a collaborative effort among state and federal agencies to develop a
long-term solution to improve water supplies in California and the health of the Bay-Delta watershed. In August
2000, the federal government and the State of California issued a Record of Decision (“ROD”) and related
documents approving the final programmatic environmental documentation for the CALFED Bay-Delta Program.
Implementing the CALFED Bay-Delta Program during the first seven years has resulted in investment of $3 billion
on a variety of projects and programs to begin addressing the Bay-Delta’s water supply, water quality, ecosystem,
and levee stability problems. To guide future development of the CALFED Bay-Delta Program and identify a
strategy for managing the Bay-Delta as a sustainable resource, then-Governor Schwarzenegger in September 2006
established, by Executive Order, a Delta Vision process. The Delta Vision process is tied to legislation that created
a cabinet-level committee tasked with developing a strategic vision for the Delta. The 41-member Delta Vision
Blue Ribbon Task Force issued its Delta Vision Strategic Plan (the “Strategic Plan”) on October 17, 2008, providing
its recommendations for long-term sustainable management of the Bay-Delta. The Strategic Plan was reviewed by
the Delta Vision Committee, chaired by the State Secretary for Resources. The Implementation Report summarizing
the Delta Vision Committee's recommendations was submitted to then-Governor Schwarzenegger on December 31,
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2008. These recommendations include completing the Bay Delta Conservation Plan (“BDCP”) and associated
environmental assessments to permit ecosystem revitalization and water conveyance improvements, identifying and
reducing stressors to the Bay-Delta ecosystem, strengthening levees, increasing emergency preparedness, continuing
funding for the CALFED ecosystem restoration program, updating Bay-Delta regulatory flow and water quality
standards to protect beneficial uses of water and working with the State Legislature on a comprehensive water bond
package to fund Bay-Delta infrastructure projects.
On November 4, 2009, the State Legislature passed a comprehensive package of water legislation that
included five bills (four of which were subsequently signed by then Governor Schwarzenegger) (the “2009 State
Water Legislation”) addressing California’s statewide water situation, with particular emphasis on the Bay-Delta.
The 2009 State Water Legislation includes, among other things, a 20 percent water conservation mandate for most
localities in the State by 2020, new regulations regarding voluntary monitoring of groundwater levels by localities,
and an $11.1 billion State general obligation bond measure that would provide funding for projects and programs
throughout the State and in the Bay-Delta. Major categories of bond funding would include statewide water system
operational improvements, Bay-Delta sustainability, water supply reliability, conservation and watershed protection,
groundwater protection and water quality improvements, and water recycling and water conservation. The bond
measure was scheduled to be included on the November 2010 ballot; however, in August 2010, the State Legislature
postponed the bond election to 2012. The 2009 State Water Legislation also directed that the Bay-Delta be managed
with dual goals of water supply reliability and ecosystem protection and created two new governmental agencies –
the Delta Stewardship Council and the Sacramento-San Joaquin Delta Conservancy. The Delta Stewardship
Council, formed in February 2010, is CALFED’s successor agency and was directed to adopt and oversee
implementation of a comprehensive management plan for the Bay-Delta by January 1, 2012, which would include
the BDCP upon meeting certain conditions. The final BDCP and environmental reports are scheduled for
completion by mid-2012. The Sacramento-San Joaquin Delta Conservancy will implement ecosystem restoration
activities in the Bay-Delta. Delaying the bond election did not impact other parts of the 2009 State Water
Legislation. At this time, the Water Authority cannot predict what effect the 2009 State Water Legislation will have
on the operations and finances of the Water Authority.
Endangered Species Act Considerations. The listing of several fish species as threatened or endangered
under the federal or California Endangered Species Acts (respectively, the “Federal ESA” and the “California ESA”
and, collectively, the “ESAs”) have adversely impacted SWP operations and limited the flexibility of the SWP.
Currently, five species (the winter-run and spring-run Chinook salmon, Delta smelt, North American green sturgeon
and Central Valley steelhead) are listed under the ESAs. In addition, on June 25, 2009, the California Fish and
Game Commission declared the longfin smelt a threatened species under the California ESA. The Federal ESA
requires that before any federal agency authorizes funds or carries out an action it must consult with the appropriate
federal fishery agency to determine whether the action would jeopardize the continued existence of any threatened
or endangered species, or adversely modify habitat critical to the species’ needs. The result of the consultation is
known as a “biological opinion” or “BiOp” In the biological opinion the federal fishery agency determines whether
the action would cause jeopardy to a threatened or endangered species or adverse modification to critical habitat and
recommends reasonable and prudent alternatives or measures that would allow the action to proceed without causing
jeopardy or adverse modification. The biological opinion also includes an “incidental take statement.” The
incidental take statement allows the action to go forward even though it will result in some level of “take,” including
harming or killing some members of the species, incidental to the agency action, provided that the agency action
does not jeopardize the continued existence of any threatened or endangered species and complies with reasonable
mitigation and minimization measures recommended by the federal fishery agency.
In 2004 and 2005, the United States Fish and Wildlife Service (“USFWS”) and National Marine Fisheries
Service (“NMFS”) issued biological opinions and incidental take statements that govern operations of the SWP and
the federal Central Valley Project (the “CVP”) with respect to the Delta smelt, the winter-run and spring-run
Chinook salmon and the Central Valley steelhead.
In July 2006, the United States Bureau of Reclamation (“USBR”) reinitiated consultation with the USFWS
and NMFS with respect to the 2004 and 2005 biological opinions (with the addition of the North American green
sturgeon, which was listed in April 2006) following the filing of legal challenges to those biological opinions and
incidental take statements. Under the Federal ESA, critical habitat also must be designated for each listed species.
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Critical habitat has been designated for each of the currently listed species, including the North American green
sturgeon.
In May 25, 2007, U.S. District Judge Oliver Wanger invalidated the Delta smelt BiOp that had guided the
SWP and CVP operations and ordered a new biological opinion be developed. In December 2007, Wanger issued
an injunction that reduced pumping from the end of December, when the fish are ready to spawn, until June, when
the smelt typically move away from the pumps. The ruling caused reductions in water exports by the SWP and CVP
in 2008. In December 2008, USFWS issued a new Delta smelt BiOp. MWD along with other agencies and
interested parties filed separate lawsuits in federal district court challenging the biological opinion, which the federal
court consolidated under the caption Delta Smelt Consolidated Cases. On December 14, 2010, Judge Wanger issued
a decision on summary judgment finding that there were major scientific and legal flaws in the Delta smelt
biological opinion and remanding the biological opinion to the USFWS for reconsideration. The court’s decision
invalidates some of the restrictions on the SWP operations contained in the Delta smelt biological opinion. On
May 4, 2011, Judge Wanger issued a decision directing the USFWS to complete a new draft biological opinion by
October 1, 2011 and to complete a final biological opinion with environmental documentation by December 1, 2013.
On June 4, 2009, the NMFS released its new biological opinion for salmonid species. The salmonid
species biological opinion contains additional restrictions on SWP and CVP operations. Six lawsuits have been filed
challenging the 2009 salmon biological opinion, which the court consolidated under the caption Consolidated
Salmon Cases. On May 25, 2010, the court granted the plaintiffs’ request for preliminary injunction in the
Consolidated Salmon Cases, which restrained enforcement of two requirements that limit exported water during the
spring months. Hearings on motions for summary judgment were held on December 16, 2010. It is unknown when
the court will issue a decision in the Consolidated Salmon Cases.
On November 13, 2009, the Center for Biological Diversity filed separate lawsuits challenging the
USFWS’ failure to respond to a petition to change the Delta smelt’s federal status from threatened to endangered
and the USFWS’ denial of federal listing for the longfin smelt. An agreement settling the longfin smelt litigation
was approved on February 2, 2011. Under the agreement, the USFWS agreed to complete a rangewide status review
of the longfin smelt and consider whether the Bay-Delta longfin smelt population, or any other longfin smelt
population from California to Alaska, qualifies as a "distinct population" that warrants federal protection. The
USFWS agreed to make a new determination on federal listing for the longfin smelt by September 30, 2011.
There are still hearings to be held on the biological opinion regarding salmon. In addition, the lawsuit by
the Center for Biological Diversity challenged the federal government's decision not to list the longfin smelt as
endangered. Should the federal government lose that lawsuit, the restrictions on pumping to protect the longfin
smelt may erase any gains in water supply resulting from Judge Wanger's 2010 decision.
In addition to the Federal ESA litigation, other environmental groups sued DWR on October 4, 2006 in the
Superior Court of the State of California alleging that DWR was “taking” listed species without authorization under
the California ESA. This litigation (Watershed Enforcers, a project of the California Sportfishing Protection
Alliance v. California Department of Water Resources) requested that DWR be mandated to either cease operation
of the SWP pumps, which deliver water to the California Aqueduct, in a manner that results in such “taking” of
listed species or obtain authorization for such “taking” under the California ESA. On April 18, 2007, the Superior
Court issued its Statement of Decision finding that DWR was illegally “taking” listed fish through operation of the
SWP export facilities. The Superior Court ordered DWR to ”cease and desist from further operation” of those
facilities within 60 days unless it obtained take authorization from the DFG. DWR appealed the order on May 7,
2007. The Court of Appeal subsequently issued a decision finding that DWR was a “person” under the California
ESA and subject to its take prohibitions. The State Water Contractors and Kern County Water Agency have filed
suit in state court challenging the Consistency Determinations under the California ESA that have been issued for
both Delta smelt and salmon. Those lawsuits challenging the Consistency Determinations are pending.
State Water Project Operational Constraints. DWR has altered the operations of the SWP to accommodate
species of fish listed under the ESAs. These changes in project operations have adversely affected SWP deliveries.
The impact on total SWP deliveries attributable to the Delta smelt and salmonid species biological opinions
combined is estimated to be one million acre-feet in an average year, reducing SWP deliveries from approximately
3.3 million acre-feet to approximately 2.3 million acre-feet for the year under average hydrology, and are estimated
to range from 0.3 million acre-feet during critically dry years to 1.3 million acre-feet in above normal water years.
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MWD received approximately 1,304,062 acre-feet of total water deliveries from the SWP in 2010, including its
basic allocation and supplies from water transfers and exchanges that were delivered through the California
Aqueduct. On August 24, 2010, DWR reported that approximately 800,000 acre-feet of water was lost from the
SWP for calendar year 2010 as a result of pumping restrictions, of which about 370,000 acre-feet would have been
made available to MWD. The initial allocation to SWP contractors for 2011 was 25 percent of their contracted
amounts, based on low storage in SWP reservoirs and regulatory agency restrictions on water exports from the BayDelta to protect listed fish species. DWR revisited this allocation as conditions changed and, following significantly
above-normal precipitation over the entire Sierra Nevada Range, and, on April 20, 2011, DWR announced an
allocation of 80 percent (1,529,200 acre-feet for MWD). Despite operational restrictions in 2011, high flows from
above-normal precipitation reaching the Bay-Delta have provided increased storage in SWP reservoirs and greater
than anticipated exports since late December 2010.
Operational constraints likely will continue until a long-term solution to the problems in the Bay-Delta is
identified and implemented. New litigation, listings of additional species or new regulatory requirements could
further adversely affect SWP operations in the future by requiring additional export reductions, releases of
additional water from storage or other operational changes impacting water supply operations. The Water Authority
cannot predict the ultimate outcome of any of the litigation or regulatory processes described above but believes
they could have a materially adverse impact on the operation of the SWP pumps, MWD’s SWP supplies and
MWD’s water reserves.
Seismic Considerations. Major portions of the California Aqueduct are located parallel to and near the San
Andreas and other faults. All major faults are crossed either by canal at ground level or by pipeline at very shallow
depths to ease repair in case of damage from movement along a fault. SWP facilities are designed to withstand
earthquakes without major damage. Dams, for example, are designed to accommodate movement along their
foundations and to resist earthquake forces on their embankments. Earthquake loads have been taken into
consideration in the design of project structures such as pumping and power plants. The location of check structures
on the canal allows for hydraulic isolation of the fault-crossing repair. No assurance can be made that a significant
seismic event would not cause damage to project structures, which could thereby interrupt the supply of water from
the California Aqueduct.
Integrated Water Resources Plan. MWD, its member agencies, sub-agencies and groundwater basin
managers developed MWD’s Integrated Water Resources Plan (the “MWD IRP”) that was adopted by the Board in
January 1996 as a long-term planning guideline for resources and capital investments. The purpose of the MWD
IRP was the development of a preferred resource mix to meet the water supply reliability and water quality needs for
the region in a cost-effective and environmentally sound manner. In 2004, MWD’s board adopted an updated MWD
IRP that reviewed the goals and achievements of the original MWD IRP, identified changed conditions for water
resource development and updated the resource targets through 2025. A key component of the updated plan was the
addition of a planning buffer. The planning buffer provided for the identification of additional supplies, both
imported and locally developed, to address uncertainty in future supplies and demands from factors such as the level
of population and economic growth which directly drive water demands, water quality regulations, new chemicals
found to be unhealthful, endangered species affecting sources of supplies, and periodic and new changes in climate
and hydrology. In October 2010, MWD’s board adopted an IRP update as a strategy to set goals and a framework
for water resources development. The 2010 IRP update recommends an “Adaptive Management” approach, which
it asserts will hedge against unforeseen uncertainties by establishing a three-component plan that includes: a Core
Resources Strategy, an “Uncertainty Buffer”, and Foundational Actions. Under this strategy, MWD potentially may
develop up to 500,000 acre-feet of additional buffer supplies beyond demands.
Additional MWD Water Supply Enhancements. MWD is currently pursuing voluntary water transfer and
storage and exchange programs with the State, federal, public and private water districts and individuals. MWD has
entered into groundwater basin storage agreements with the Arvin-Edison Water Storage District and the Semitropic
Water Storage District, an agreement with San Bernardino Valley Municipal Water District to coordinate the use of
facilities and SWP supplies and groundwater banking and exchange transfer agreements with the Kern Delta Water
District, the Mojave Water Agency, CVWD and the Desert Water Agency. In the fall of 2008, DWR convened the
State Drought Water Bank as a one-year program to help mitigate water shortages in 2009. MWD purchased 36,900
acre-feet (before carriage and conveyance losses) of the supplies through the bank. In addition, for calendar year
2010, MWD participated with other State Water Contractors to purchase 88,137 acre-feet (before carriage and
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conveyance losses); MWD also entered into two transactions with Westlands Water District and San Luis Water
District. Under the first transaction, MWD purchased 18,453 acre-feet; in the second, MWD accepted delivery of
110,692 acre-feet stored in San Luis Reservoir and will return up to two-thirds of that amount from MWD’s SWP
supply in 2011 for a net yield of about 37,000 acre-feet. MWD also entered into an agreement with DWR, in
December 2007, to purchase a portion of the water released by the Yuba County Water Agency (“YCWA”);
MWD’s agreement allows MWD to purchase at least 13,750 acre-feet to 35,000 acre-feet per year of water supplies
in dry years through 2025. For calendar years 2008, 2009 and 2010, MWD purchased 26,430 acre-feet, 42,915 acrefeet and 67,068 acre-feet of water, respectively, from YCWA under this program.
MWD Storage. The limitation on MWD’s Colorado River supplies required MWD to rely more on the
SWP to meet its demands. MWD’s SWP contract is for up to 1.9 million acre-feet per year. However, the
availability of SWP supply is more dependent on hydrologic conditions than MWD’s Colorado River supplies. To
mitigate the hydrologic variations, MWD devised a strategy to store excess SWP supplies during wet years for dry
year use. MWD’s storage capacity, which includes reservoirs, conjunctive use and other groundwater storage
programs within its service area and groundwater and surface storage accounts delivered through the SWP or CRA,
has increased to 5.83 million acre-feet. In July 2006, MWD had stored about 2.74 million acre-feet in various
storage facilities and accounts, including emergency supplies. Approximately 626,000 acre-feet of stored water is
emergency storage that is reserved for use in the event of supply interruptions from earthquakes or similar
emergencies. However, the Bay-Delta pumping restrictions to protect the Delta smelt severely limited MWD’s
ability to take water from the SWP during all hydrologic conditions. Additionally, the statewide drought limited the
amount of SWP water available to MWD. Since 2007, MWD has used storage to augment its limited imported
supplies. In February 2008, MWD’s board adopted the Water Supply Allocation Plan (See “MWD’s Water Supply
Allocation Plan”). By the end of 2010, as a result of favorable conditions on the SWP, aggressive conservation at
the retail level resulting in lower demands than estimated and some operational flexibility on the SWP, MWD’s
storage balance increased considerably. As of January 1, 2011, MWD had approximately 2.33 million acre-feet of
water in storage. Depending on member agencies’ demand levels, and if MWD were to take all the supplies
available, this could bring MWD’s total storage in 2011 up to about 3.2 million acre-feet, including emergency
supplies. ]On account of favorable supply conditions, on April 12, 2011, MWD’s board determined supply
allocation was no longer warranted for the fiscal year ending June 30, 2012 and terminated --effective April 13,
2011-- implementation of the fiscal year ending June 30, 2011 WSAP Level 2 allocation and the current Condition 3
– Water Supply Allocation declaration. Additionally, the 2011 Interim Agricultural Water Program reduction was
lifted.]
MWD’s Water Supply Allocation Plan. The WSAP sets forth specific formulas for calculating MWD’s
member agency supply allocations and the key implementation elements needed for administering an allocation
during shortages. The WSAP also calls for the MWD board to consider setting a WSAP level in April of a given
year, with implementation effective the following July through June. In April 2009, due to a low SWP Table A
allocation and significant withdrawals from its storage reserves, MWD’s board declared a regional “Water Supply
Condition 3 – Water Supply Allocation” and approved the implementation of the WSAP at a Regional Shortage
Level 2. This action resulted in MWD member agencies receiving an allocated supply during times of shortage and
was in effect from July 1, 2009 through June 30, 2010. In April 2010, the hydrology had not improved and storage
reserves continued to be drawn down, and MWD’s board again approved implementation of the WSAP from July 1,
2010 through June 30, 2011. However, based on the outlook of water supply, demand, and storage conditions by the
end of 2010 and anticipated end-of-year storage levels and the potential for further additional increases in supply in
2011, in April 2011, MWD terminated implementation of the allocation.
See INFORMATION CONCERNING THE METROPOLITAN WATER DISTRICT OF
SOUTHERN CALIFORNIA.
Water Transfers
Core water transfers have emerged as one of the Water Authority’s greatest alternatives to heavy reliance
upon purchases from MWD, thus helping accomplish the Water Authority’s supply diversification goal. In general,
water transfers typically involve purchasing water for a specified period of time from an agency or district that then
reduces its water use by the equivalent amount. The principle behind water transfers is that market forces will work
to reallocate water. The Water Authority/IID core water transfer, included in the QSA, is an example of this
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principle and will ultimately provide the Water Authority with 200,000 acre-feet per year by 2021. Between
calendar years 2003 and 2010 the Water Authority received 330,000 acre-feet from this transfer. Scheduled annual
deliveries beyond 2010 are as follows:
Calendar
Year

Transfer
Amount

2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021 - 2047

80,000
90,000
100,000
100,000
100,000
100,000
100,000
130,000
160,000
190,000
200,000

Quantification Settlement Agreement
The QSA and its related water transfer and other agreements outline how California will reduce its overuse
of Colorado River water over a 15-year period. The Water Authority’s Colorado River Program manages the
implementation of the Water Authority’s agreements under the QSA, including the Water Transfer Agreement and
the concrete lining of portions of the All-American and Coachella canals. The linchpin of the QSA is the Water
Authority/IID water transfer agreement described below. Under the QSA, the Water Authority will receive 30
percent of its water supply from the water transfer and canal lining projects by 2020.
The following table details the existing priorities of the various California users of Colorado River water.
Water purchased by the Water Authority from MWD was obtained by MWD pursuant to Priority 4 and, prior to
2003, Priority 5. Amounts received by the Water Authority pursuant to the QSA will be obtained pursuant to
Priority 3(a).
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PRIORITIES UNDER THE 1931 CALIFORNIA SEVEN-PARTY AGREEMENT(1)
Acre-Feet
Annually

Priority

Description

1

Palo Verde Irrigation District gross area of 104,500 acres of land in the Palo Verde
Valley

2

Yuma Project in California not exceeding a gross area of 25,000 acres in
California

3(a)

Imperial Irrigation District and other lands in Imperial and Coachella
Valleys(2) to be served by All-American Canal

3(b)

Palo Verde Irrigation District - 16,000 acres of land on the Lower Palo Verde
Mesa

4

Metropolitan Water District of Southern California for use on the coastal plain

3,850,000

550,000
4,400,000

SUBTOTAL
5(a)

Metropolitan Water District of Southern California for use on the coastal plain

550,000

5(b)

Metropolitan Water District of Southern California for use on the coastal plain(3)

112,000

6(a)

Imperial Irrigation District and other lands in Imperial and Coachella Valleys to be
served by the All-American Canal

6(b)

Palo Verde Irrigation District - 16,000 acres of land on the Lower Palo Verde
Mesa

5,362,000

TOTAL
7

300,000

Agricultural use in the Colorado River Basin in California

Remaining
surplus

Source: MWD.
(1)

(2)
(3)

Agreement dated August 18, 1931, among Palo Verde Irrigation District, Imperial Irrigation District, Coachella
Valley County Water District, Metropolitan, the City of Los Angeles, the City of San Diego and the County of
San Diego. These priorities were memorialized in the agencies' respective water delivery contracts with the
Secretary of the Interior.
The Coachella Valley Water District serves Coachella Valley.
In 1946, the City of San Diego, the Water Authority, MWD and the Secretary of the Interior entered into a
contract that merged and added the City of San Diego and the County of San Diego's rights to storage and
delivery of Colorado River water to the rights of MWD.

Water Authority/Imperial Irrigation District Water Transfer. In September 1995, the Water Authority
approved a Memorandum of Understanding with IID to negotiate a long-term transfer of conserved agricultural
water. In July 1996, the Water Authority and IID agreed to draft terms for a Cooperative Water Conservation and
Transfer Program. On April 29, 1998, the Water Authority and IID approved an Agreement for the Transfer of
Conserved Water (the “Water Transfer Agreement”). Concurrently with its approval of the QSA on October 10,
2003, the Water Authority executed a Revised Fourth Amendment to the Water Transfer Agreement and
commenced implementation of the water transfer. The Water Transfer Agreement provides that reliable water saved
through conservation measures in Imperial Valley will be transferred to the Water Authority through existing MWD
facilities. This water is highly reliable because it comes from IID’s Colorado River Water, Priority 3. This means
that water will likely remain available for transfer even during drought. Implementation of the water transfer began
in 2003 with a transfer of 10,000 acre-feet of water. The quantities increase according to an agreed-upon delivery
schedule, ultimately providing up to 200,000 acre-feet of water in 2021. This annual amount will continue to be
transferred after 2021 until as late as 2077. In 2011 and 2012, the Water Authority will receive 80,000 acre-feet and
90,000 acre-feet, respectively, of conserved water from this program.
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All-American Canal and Coachella Canal Lining Projects. As part of the QSA and related contracts, the
Water Authority was assigned MWD’s rights to approximately 77,700 acre-feet per year of conserved Colorado
River water from projects to line portions of the previously earthen All-American Canal (All-American Canal
Lining Project or “AACLP”) and the Coachella Canal (Coachella Canal Lining Project or “CCLP”) pursuant to an
Allocation Agreement among various parties to the QSA (the “Allocation Agreement”). The AACLP is expected to
yield approximately 56,200 acre-feet of Colorado River water per year and the CCLP is expected to yield
approximately 21,500 acre-feet per year. Under the Allocation Agreement, IID has certain limited call rights to a
portion of the conserved water, but exercise of call rights would extend the term of the deliveries to the Water
Authority. The canal lining projects will reduce the loss of water that occurred through seepage and the conserved
water is to be delivered to the Water Authority. This is expected to provide the Water Authority’s service area with
an additional 8.5 million acre-feet of water over the 110-year life of the agreement. IID and the CVWD managed
the design, permitting, contracting, and construction of the two projects.
Construction work on the CCLP was deemed complete in April 2007. Water was turned into the newly
lined canal starting on December 4, 2006 and the facility was taking full flow by December 21, 2006. In December
2007 the Water Authority and CVWD executed an agreement that allows up to an additional 4,850 acre-feet of
conserved water that was previously considered necessary for environmental mitigation to be available for delivery
to the Water Authority. USBR issued a final “secretarial determination” with a total project yield of 30,850 acrefeet/year, except that for calendar years 2007 and 2008 the quantity of conserved water by the CCLP was
determined to be 27,850 acre-feet/year. The terms of the agreement provide that the Water Authority will receive up
to an additional 1,850 acre-feet in calendar years 2007 and 2008, and up to 4,850 acre-feet/year thereafter. Although
the actual total net supply available in any year will depend upon how much of the additional water may be
necessary for environmental mitigation, the Water Authority expects to receive 2,500 acre-feet/year on average of
the additional 4,850 acre-feet/year derived from the project. The project is still implementing environmental
mitigation measures, including a fishery mitigation pond and habitat restoration, and monitoring mitigation sites.
Most of this work is expected to be completed by the end of calendar year 2012.
Construction work began on the AACLP in 2007 and water began flowing in the new canal in February
2009. The lining project consisted of constructing a concrete-lined canal parallel to 23 miles of the existing AllAmerican Canal form Pilot Knob to Drop 3. Minor project work items must be completed before the project is
deemed complete by USBR. The items include administrative reports, such as a construction report that provides a
record of project construction, and a project cost report. The project must also continue to monitor environmental
mitigation sites. These tasks are expected to be completed by the end of calendar year 2011. The Water Authority
is expected receive 56,200 acre-feet of water per year in equal monthly installments from this project.
The 2003 Exchange Agreement between the Water Authority and MWD provides for the delivery of the
conserved water from the canal lining projects through MWD conveyance. Pursuant to the 2003 Exchange
Agreement, MWD will deliver the canal lining water for the term of the Allocation Agreement (110 years) and the
Water Authority will pay MWD’s applicable wheeling rate for each acre-foot of exchange water delivered. Between
calendar years 2007 and 2010 the Water Authority has received a total of 235,973 acre feet from these two projects.
Scheduled deliveries beyond 2010 will average 80,000 acre-feet per year, which includes additional available water
from the CCLP.
Quantification Settlement Agreement Related Litigation. On November 5, 2003, IID filed a validation
action in Imperial County Superior Court, seeking a judicial determination that thirteen agreements associated with
the IID/SDCWA water transfer and the QSA are valid, legal and binding. Other lawsuits also were filed
contemporaneously challenging the execution, approval and implementation of the QSA on various grounds. All of
the QSA cases were coordinated in Sacramento Superior Court. Between early 2004 and late 2009, a number of
pretrial challenges and dispositive motions were filed by the parties and ruled on by the court, which reduced the
number of active cases and narrowed the issues for trial, the first phase of which began on November 9, 2009 and
concluded on December 2, 2009. One of the key issues in this first phase was the constitutionality of the QSA Joint
Powers Agreement (the "QSA JPA Agreement"), pursuant to which IID, CVWD and the Water Authority agreed to
commit $163 million toward certain mitigation and restoration costs associated with implementation of the QSA and
related agreements, and the State agreed to be responsible for any costs exceeding this amount. A final judgment
was issued on February 11, 2010, in which the court held that the State’s commitment violated Article XVI,
Section 7 of the State’s debt limitation under the California Constitution. The court also invalidated eleven other

OHS WEST:261160786.4
Page 297 of 563

19

agreements, including the QSA, because they were inextricably interrelated with the QSA JPA Agreement. Lastly,
the court ruled that all other claims raised by the parties, including CEQA claims related to the QSA Programmatic
EIR and the IID Transfer Project EIR, are moot. The Water Authority, MWD, IID, CVWD, the State and others
have appealed various aspects of the court’s ruling, which has been stayed pending outcome of the appeal. The
appeal is pending in the Third District Court of Appeal. If the ruling stands, it could delay the implementation of
programs authorized under the QSA or result in increased costs or other adverse impacts. The impact, if any, that the
ruling might have on the Water Authority’s water supplies cannot be determined at this time.
On January 28, 2010, the Water Authority was served with a federal complaint filed by the County of
Imperial and the Imperial County Air Pollution Control District alleging that execution and implementation of three
QSA-related agreements violate the National Environmental Policy Act and federal Clean Air Act. The complaint
names the Department of Interior, Secretary of Interior, USBR and Commissioner of Reclamation as defendants,
and the Water Authority, MWD, CVWD and IID as real parties in interest. The Water Authority and the other
defendants and real parties filed separate answers to the complaint and later intervened as additional defendants. On
September 9, 2010, the administrative record was filed with the court. However, on March 14, 2011, the case was
transferred to a new judge and all existing filing and hearing dates were subsequently vacated. No schedule has since
been issued by the court. The impact, if any, that the litigation might have on the Water Authority’s water supplies
cannot be determined at this time.
Salton Sea Environmental Issues. A complicating factor in the implementation of the QSA has been the
fate of the Salton Sea. The Salton Sea is an important habitat for a wide variety of fish-eating birds as a stopover
spot along the Pacific flyway. Some of these birds are listed as threatened or endangered species under the Federal
ESA and the California ESA. Located at the lowest elevations of an inland basin and fed primarily by agricultural
drainage with no outflows other than evaporation, the Salton Sea is on a trend towards hyper-salinity, which has
already impacted the Salton Sea’s fishery. This fishery has historically been suitable habitat for the fish-eating
birds. The transfer of water from IID to the Water Authority will reduce the volume of agricultural run-off from IID
into the Salton Sea, which in turn may accelerate the natural trend of the Salton Sea to hyper-salinity. The
appropriate mitigation for impacts to the Salton Sea from the Water Authority/IID water transfer and the larger issue
of Salton Sea restoration has been addressed by State legislation implementing the QSA. In passing that legislation,
the State Legislature committed the State to undertake restoration of the Salton Sea ecosystem. Restoration of the
Salton Sea is subject to selection and approval of an alternative by the State Legislature and funding of the
associated capital improvements and operating costs. The Secretary for Resources recommended an $8.9 billion
preferred alternative for restoration of the Salton Sea to the State Legislature in May 2007. While withholding
authorization of the preferred alternative, the State Legislature approved funds from Proposition 84 to undertake
demonstration projects and investigations called for in the Secretary’s recommendation. In September 2010 the
State Legislature established a Salton Sea Restoration Council for the purpose of evaluating a Salton Sea restoration
plan that is to be submitted to the Governor and Legislature by June 30, 2013. The Council is comprised of 16
voting members and 8 non-voting members appointed or designated from various state, federal, local, tribal, and
public agencies.
QSA Joint Powers Authority. The QSA JPA Agreement, which was executed in October 2003,
established the Quantification Settlement Agreement Joint Powers Authority (“QSA JPA”). The purpose of the
QSA JPA is to administer the funding of environmental mitigation requirements related to QSA water transfers.
The QSA JPA collects, holds, invests, and disburses funds needed for mitigation projects. The QSA JPA is
comprised of representatives from the DFG, CVWD, IID and the Water Authority. CVWD, IID, and the Water
Authority are required to provide up to $133 million (in 2003 dollars, discounted at 6 percent per annum) to pay for
the QSA mitigation program. Under terms of the QSA JPA Agreement, the collective financial obligation of the
three water agencies is capped at $133 million, of which the Water Authority is responsible for $52.2 million (in
2003 dollars). The Water Authority’s obligations are payable from Net Water Revenues. To date, the Water
Authority has made payments of $2,340,273 in 2003, $1,032,755 in 2004, $1,100,347 in 2005, $1,314,855 in 2006,
$5,599,469 in 2007, $4,363,369 in 2008, $8,141,875 in 2009 and $2,770,483 in 2010. Scheduled Water Authority
payments beyond 2010 are as follows:
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Water Authority Payments to QSA JPA

Calendar Year

Payments
Due December 31st

2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025

$3,084,803
3,496,247
5,245,201
5,291,989
6,076,346
8,254,386
8,314,814
6,914,667
1,060,053
1,050,836
3,836,522
3,849,593
9,889,722
3,909,010
2,057,337

The water agencies are also responsible for providing $30 million (in 2003 dollars) for the Salton Sea
Restoration Fund, which is administered by DFG. CVWD and the Water Authority paid their full obligations to this
fund in fiscal year ended June 30, 2005 ($8.3 million for CVWD, and $11.8 million for the Water Authority (in
2003 dollars)). IID is paying these funds according to a payment schedule.
See Quantification Settlement Agreement Related Litigation.
Current Water Supply Outlook
Over the past several years the Water Authority’s primary water supply sources were adversely impacted
by a combination of multiple dry-year climatic events and regulatory constraints imposed on water deliveries.
However, water supply conditions have improved locally, statewide and on the Colorado River Basin following near
normal conditions in 2010 and wet conditions in 2011. This turn of events resulted in a proclamation by California
Governor Jerry Brown on March 30, 2011, officially ending the statewide drought that began in 2007.
As of June 2011, Lake Oroville, the principal storage reservoir on the SWP, had almost one million acrefeet more storage compared to June 2010 levels. Additionally, Lake Oroville is expected to reach its capacity of 3.5
million acre-feet as snow continues to melt through the spring. On the Colorado River Basin, snow pack levels are
higher than those seen in more than a decade. Lake Mead’s storage elevation is projected to grow by approximately
50 feet by the end of the year, based on USBR’s latest unimpaired runoff forecast. In southern California, reservoir
storage in MWD’s Diamond Valley Lake totaled 792,072 acre-feet as of June 2010. Currently near capacity,
Diamond Valley Lake storage has more than doubled since the low of 43 percent in June 2009. Locally, cumulative
storage in Water Authority member agency reservoirs was approaching 70% of total capacity in June 2011. As a
result of these storage conditions and current demand levels, MWD has stated that it has sufficient supplies
necessary to meet normal-year projected demands at least through the year ending June 30, 2012.
Future Water Supply
The Water Authority’s supply planning strategy was developed and continues to be implemented in
cooperation with its member agencies. As part of its strategic supply planning process, the Water Authority
produces several long-range planning documents. The Water Authority’s Urban Water Management Plan
(“UWMP”), is a comprehensive document that includes long-term water demand projections for the San Diego
region and a preferred mix of future supplies necessary to meet those demands through the year 2035. This
preferred mix reflects the Water Authority Board policy to diversify supplies required to meet future water needs
and increase supply reliability through local agency control. The current 2010 draft was released for public review
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on May 6, 2011. Individual components of the projected water supply mix contained in the draft 2010 UWMP
include: supplies from MWD, long-term water transfers from conserved IID agricultural water, water savings from
the lining of the All-American Canal and Coachella Canal, proposed local seawater desalination, surface water, and
continued development of recycled water and groundwater. Additionally, the Water Authority will continue to
support water conservation as an important part of its supply diversification strategy. The Water Authority’s
conservation efforts are intended to reduce demand for imported water, demonstrate a continued commitment to the
conservation Best Management Practices, and assist member agencies in complying with the per-capita water use
reduction required under the 2009 State Water Legislation. See MEMBER AGENCY WATER USE - Per Capita
Water Use. The Water Authority anticipates final adoption of the 2010 UWMP in June 2011.
Supply Diversification. To ensure a reliable supply of water to meet growing water demands, the Water
Authority and its member agencies are implementing long-term strategies designed to diversify the region’s supply
portfolio and reduce reliance on a single water supplier. These strategies are outlined in the draft 2010 UWMP and
can only be achieved through a collaborative partnership between the Water Authority and its member agencies.
As stated in the draft 2010 UWMP, development of local supplies plays a critical role in meeting future
demands. The Water Authority and its member agencies are taking steps to develop and manage local surface
water, groundwater, recycled water and seawater desalination supplies that are projected to account for roughly 20
percent of total supplies by the year 2035. In addition to these efforts, continuation of the region’s conservation
measures will help to offset the need for more expensive water supplies by maximizing efficient use of existing
water resources.
Seawater desalination is a key component of the Water Authority’s supply diversification strategy.
Development of seawater desalination in San Diego County will assist the region in diversifying its water resources,
reduce dependence on imported supplies, and provide a new drought-proof, locally treated water supply. The Water
Authority’s seawater desalination efforts include the Carlsbad Desalination Project, the potential Camp Pendleton
Seawater Desalination Project and the potential Rosarito Beach Desalination Plant.
The Carlsbad Desalination Project (the “Carlsbad Project”) is a fully-permitted seawater desalination plant
and conveyance pipeline currently being developed by Poseidon Resources (“Poseidon”), a private investor–owned
company that develops water and wastewater infrastructure. The Carlsbad Project, located at the Encina Power
Station in Carlsbad, has been in development since 1998 and has been incorporated into the Water Authority’s
supply and facility planning documents including the 2003 Water Facilities Master Plan and the 2005 and draft 2010
Urban Water Management Plans. The Carlsbad Project has obtained all required permits and environmental
clearances and, when completed, will provide a highly reliable local supply of 56,000 acre-feet per year for the
region. IDE Technologies, a worldwide leader in the design, construction, and operation of desalination plants, was
selected by Poseidon to be the desalination process contractor for the Carlsbad Project.
In July 2010, the Water Authority Board approved a term sheet between the Water Authority and Poseidon
and directed staff to prepare a Water Purchase Agreement based on its provisions. Prior to the negotiation of the
term sheet, Poseidon was pursuing a project structure where nine local water agencies had signed water purchase
agreements. Because of financial challenges in meeting the pricing requirements of the nine member agencies, a
request was made by the agencies that the Water Authority consider stepping in as the single purchaser of the
desalinated water for the region. Because of the importance of the supply to regional reliability, especially in light of
supply shortages and uncertainties, as well as the rising cost of imported water, the Water Authority Board of
Directors agreed to negotiate a Water Purchase Agreement with Poseidon.
Activity on the Water Purchase Agreement has been temporarily suspended due to a condition precedent
provision in the term sheet related to the commencement of negotiations with Poseidon. This condition precedent
calls for the cancellation of all existing water purchase agreements between Poseidon and the nine member agencies.
Of the nine agencies, only Carlsbad has not agreed to cancel its agreement with Poseidon. Carlsbad has asked for
guarantees of certain community enhancements and tax revenue resulting from private ownership of the project.
Poseidon is also working with its selected Engineering, Procurement and Construction (EPC) contractor team to
finalize the price for water from the project. The Water Authority Board is expected to consider the Water Purchase
Agreement by late 2011. The Carlsbad Project is expected to be completed and online by early 2016.
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The Water Authority, in collaboration with Marine Corps Base Camp Pendleton, recently completed a
feasibility study for a potential 50 to 150 million gallons-per-day (“MGD”) regional seawater desalination project on
Camp Pendleton focusing on two possible seawater desalination plant sites in the southwest corner of the base near
the mouth of the Santa Margarita River. The feasibility study provided an analysis on new facilities, environmental
and permitting requirements, cost estimates, and implementation issues. Based on the feasibility study, further
technical studies are being initiated to investigate and refine key components of the potential project including
intake and discharge, site configuration and product water conveyance and distribution.
A Memorandum of Understanding (“MOU”) between the Water Authority and the Marine Corps Base
Camp Pendleton was executed in April 2010. The MOU covers further study and planning for the potential project.
The MOU facilitates base access and defines the roles and responsibilities of the base, the Water Authority, and its
consultants in conducting various technical studies for the project.
These various technical and planning studies on the project are all underway and are expected to be
complete by the end of 2012. Results from the studies will be used to refine the capital and operating costs for the
project and will be incorporated into the Water Authority’s 2012 Regional Water Facilities Optimization and Master
Plan Update. The earliest on-line date for a potential Camp Pendleton desalination project is late 2020.
The Water Authority is participating with U.S. and Mexican agencies in a review of potential water
management and water supply programs that could benefit Colorado River water users of both countries. As part of
this effort, the evaluation and preliminary design of an initial 25 MGD (expandable to 50 MGD) seawater
desalination plant that would be located at Rosarito Beach in Baja California, Mexico is being pursued. U.S. water
agencies, including the Water Authority, MWD, Southern Nevada Water Authority, and the Central Arizona Water
Conservation District, along with the Republic of Mexico are funding and collaborating on a feasibility evaluation
and preliminary design of the plant. The Water Authority is serving as the project manager for the project.
The project is scheduled to be implemented in four phases, with a “go” or “no go” decision being made at
the end of each phase. The first phase was competed in March 2010. The first phase confirmed that the site and the
existing infrastructure were adequate to support up to a 50 MGD seawater desalination facility. The second phase of
the project will confirm conceptual treatment process requirements, confirm plant size and physical layout, further
assess permitting and regulatory issues, and define full-scale plant costs. The Water Authority’s Board approved
funding for the second phase of the study in January 2011.
Currently, the Rosarito Beach Desalination Project is considered a conceptual-level project. If built,
product water from the plant would be available to both U.S. and Mexican water users. For U.S. water users, the
water could be delivered either directly to the San Diego region, using a cross-border pipeline, or possibly by
exchange, with Mexican users taking delivery of the product water and leaving an equivalent amount of Colorado
River water available for U.S. users.
The Water Authority will continue to pursue other cost competitive supply diversification opportunities.
The Water Authority and its member agencies’ projected water supply mix for 2035 is listed as follows:
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Water Authority Service Area
2030 Water Supply Mix
Resource

Percentage Goal

MWD

36%

IID Transfer

22%

Conservation

13%

Seawater Desalination

6%

Canal Lining Transfer

9%

Local Surface Water

5%

Groundwater

3%

Recycled Water

6%
100%

Source: Draft Water Authority 2010 Urban Water Management Plan
Climate Change. Long-range water supply planning is facing new challenges associated with climate
change uncertainties. Although not currently required under the Urban Water Management Planning Act, the Water
Authority’s draft 2010 UWMP includes a qualitative assessment of potential supply and demand impacts associated
with climate change. This assessment is based primarily on the DWR's October 2008 Report entitled “Managing an
Uncertain Future; Climate Change Adaptation Strategies for California’s Water.” It is important to note that when
evaluating the effects of climate change on long-term water supply planning, a distinction should be made between
climate and weather. Weather consists of the short-term (minutes to months) changes in the atmosphere. Climate is
how the atmosphere “behaves” over relatively long periods of time (decades to centuries).
Research sponsored by the Intergovernmental Panel on Climate Change has concluded that increasing
atmospheric concentrations of greenhouse gases, such as carbon dioxide, are causing the Earth’s air temperature to
rise. While uncertainties remain regarding the exact timing, magnitude, and regional impacts of the temperature and
potential precipitation changes due to climate change, researchers have identified several areas of concern that could
influence long-term water supply reliability. These potential areas are listed below:
POTENTIAL CLIMATE CHANGE IMPACTS
Potential Impact

Description

Loss of Natural Snowpack Storage

Rising temperatures reduce snowpack in the Sierra Nevada because more
precipitation falls as rain, and snowmelt occurs sooner. The DWR projects
that the Sierra snowpack will experience a 25 to 40 percent reduction from
its historic average by 2050.

Sea Level Rise

Rising sea levels could increase the risk of damage to water and water
recycling facilities from storms, high-tide events, and erosion of levees.

Changes in Average Precipitation
and Runoff Volume

The yield from local surface water resources could potentially be reduced,
if annual runoff volumes are reduced due to a decline in precipitation or
there is an increase in evapotranspiration in reservoirs. Research is still
highly unclear on how precipitation levels may be impacted by climate
change.

Change in Frequency and Intensity
of Droughts

Warming temperatures, combined with potential changes in rainfall and
runoff patterns, could exacerbate the frequency and intensity of droughts.

OHS WEST:261160786.4
Page 302 of 563

24

Demands Levels

Climate change could also gradually affect water demands in the future.
Warmer temperatures increase evapotranspiration rates and growing
season, which are likely to increase outdoor consumptive water use for
landscaping.

All five areas discussed above focus on the potential effect climate change could have on future reliability.
Potential long-term effects include a possible decrease in the availability of imported supplies from MWD and local
supplies – causing a shortfall between supply and demands. Although the impacts from climate change will just start
to be experienced within the 25-year planning horizon of the 2010 UWMP, it should be considered in establishing
“no regret” strategies that provide water supply benefits within this planning horizon, while increasing the ability to
manage potential climate change impacts in the future. Changes to the region’s climate will be gradual and
prolonged, providing water supply agencies the ability to adapt planning strategies to manage for the supply
uncertainties. The future climate change related affects on supply and demand and adaptation measures employed by
the Water Authority and its member agencies will be captured in each five-year update to the UWMP.
Water Quality. As the largest single component of the Water Authority’s supply portfolio, the water
quality of the Colorado River has a substantial impact on the region’s overall water quality. In recent history, the
Water Authority has received about 50-65 percent of its imported supply from the Colorado River and the remaining
35-50 percent from the SWP. Colorado River supplies are relatively high in salts, in the form of total dissolved
solids, which pose potential additional treatment costs. A variety of sources bring such dissolved salts into the river.
However, the majority of salts run naturally off of soils and rocks. While SWP supplies have lower salt levels,
water from the Bay-Delta can be high in organic compounds that react with chlorine to form various disinfection byproducts, including trihalomethanes, such as chloroform. Higher water treatment costs are incurred to eliminate
these potentially harmful compounds. In order to control the total organic carbon and bromide concentrations in
MWD’s water supply, SWP water is blended with Colorado River water, which is lower in disinfection by-products
and higher in salinity than SWP water. The blending results in a reduction in disinfection by products and reduction
in salinity.
Federal and state regulatory agencies continually monitor and establish new water quality standards. The
Federal Safe Drinking Water Act (“SDWA”) establishes drinking water quality standards, monitoring, public
notification and enforcement requirements for public water systems. The U.S. Environmental Protection Agency
(“USEPA”), as the lead regulatory authority, promulgates national drinking water regulations and develops the
mechanism for states to assume primary enforcement responsibilities. The California Department of Public Health
(“CDPH”) has lead authority over California water agencies. MWD continually monitors new water quality laws
and regulations, and follows requirements in their treatment of domestic water at its five water treatment plants.
Additionally, in October 2007, MWD began adding fluoride to treated water.
Two water quality issues of concern in Colorado River water are perchlorate and chromium 6. Perchlorate,
used in solid rocket propellants, munitions and fireworks, has contaminated some drinking water wells and surface
water sources throughout California. Perchlorate also has been detected in MWD’s Colorado River water supplies.
A chemical manufacturing facility near Lake Mead in Nevada is the primary source of the contamination.
Remediation efforts began in 1998 and have been successful at meeting the cleanup objectives, significantly
reducing the levels of perchlorate entering into the Colorado River. The maximum contaminant level (“MCL”) for
Perchlorate is 6 parts per billion (“ppb”) and discharges have been reduced to less than 4 ppb. Through water
blending, perchlorate is non-detectable in the water supply. Chromium 6 is found in trace amounts in MWD’s source
water. The California Office of Environmental Health Hazard Assessment proposed a public health goal (“PHG”)
for chromium-6 of 0.02 ppb. Once the chromium-6 PHG process is complete, CDPH can proceed with the final
development of an MCL for chromium-6. Presently, the Water Authority is participating with MWD in its effort to
monitor and influence the clean-up of the groundwater at Pacific Gas & Electric Company’s natural gas compressor
station in Topock, Arizona, near Needles, California. The historical waste practices at the Topock facility have
resulted in a chromium 6 plume in the groundwater that has the potential to enter the Colorado River. The current
corrective action process will result in a remediation alternative for cleanup.
Local Supply Development Coordination. In 2007, the Water Authority Board approved the first San
Diego Region Integrated Regional Water Management Plan (the “IRWM Plan”). The IRWM Plan was developed
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by the regional water management group (“RWMG”), which comprises staff from the Water Authority, the City of
San Diego and the County of San Diego. The IRWM Plan represents an unprecedented effort in the area of
coordinated water management across a wide spectrum of agencies and non-governmental organizations in the San
Diego area. It reflects a comprehensive approach to water resource planning, and integrates ongoing local planning
efforts to maximize water management benefits. The IRWM Plan identifies programs and projects that best achieve
the region’s goals to optimize water supply reliability and protect and enhance water quality while providing
stewardship of natural resources.
In 2008, the San Diego IRWM region was awarded a $25 million grant from DWR to support
implementation of 19 projects designed to improve the reliability of the San Diego region’s water supply, protect
and enhance water quality, and manage natural resources. All of the projects in the San Diego area grant involve
local, rather than imported, water resources, and will help to accomplish the water supply goals established in the
Water Authority’s UWMP. Funding for the projects resulted from voter passage of Proposition 50 in 2002. The
Water Authority, acting as grant administrator on behalf of the RWMG, began distributing grant funds to the project
proponents in 2009.
Further IRWM bond funding from the state became available when the voters approved Proposition 84 in
2006. Proposition 84 allocates $91 million for the San Diego Funding Area, which includes the IRWM planning
regions in San Diego, southern Riverside and southern Orange counties. Under an agreement between the three
planning regions, approximately $71 million in Proposition 84 funds will be distributed in the San Diego Region.
The first portion of this money will come to the San Diego Region in 2011, after DWR awarded the RWMG a $1
million planning grant to support an update of the IRWM Plan. A funding agreement between DWR and the Water
Authority, acting on behalf of the RWMG, is expected to be finalized by June 30, 2011.
The San Diego RWMG also has applied for $7.9 million in project implementation funds through DWR’s
Proposition 84 IRWM grant program. This money would support implementation of 11 projects designed to
improve water supply reliability and water quality, manage stormwater runoff and protect watersheds in the region.
DWR has not announced grant awards for this program.
MEMBER AGENCY WATER USAGE
Water Use by Member Agencies
The term “water use” describes the quantity of water a member agency obtains from all sources to meet its
consumers’ needs. These sources presently include impounding surface water reservoirs, groundwater, desalinated
groundwater, recycled water and imported supplies via the Water Authority’s transportation system.
It is the policy and responsibility of the Water Authority to provide all supplemental water required by its
member agencies to meet their consumers’ needs. The level of dependence varies widely across the Water
Authority’s 24 member agencies. Some member agencies are totally dependent on imported water supplies. Other
member agencies’ dependence on Water Authority water supplies varies from about 90 percent to a complete rolloff of the imported system during above normal rainfall cycles.
Annual water use of the member agencies for fiscal years ended June 30, 2006 to June 30, 2010 and a class
of service breakdown of imported agricultural and M&I water use for fiscal year ended June 30, 2010 are listed in
the following tables:
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WATER USE OF MEMBER AGENCIES – FISCAL YEARS ENDED JUNE 30, 2006 TO JUNE 30, 2010
(All Figures in Acre-Feet)8

Carlsbad M.W.D.
Del Mar, City of
Escondido, City of
Fallbrook P.U.D.
Helix W.D.
Lakeside W.D.
National City, City of
Oceanside, City of
Olivenhain M.W.D.
Otay W.D.
Padre Dam M.W.D.
Pendleton Military
Reservation4
Poway, City of
Rainbow M.W.D.
Ramona M.W.D.
Rincon del Diablo M.W.D.
San Diego, City of 5
San Dieguito W.D.
Santa Fe I.D.
South Bay I.D.
Vallecitos W.D.
Valley Center M.W.D.
Vista I.D. 6
Yuima M.W.D. 7
Totals 8

Local
Production1

2007
Water
Authority
Supplies2

Total

22,818
1,393
32,999
18,594
40,190
N/A
6,674
33,143
23,505
42,549
21,179
9,989

2,554
80
6,049
681
4,263
543
4,503
2,620
1,296
1,783
850
11,255

22,099
1,443
30,252
21,917
37,826
1,995
2,575
34,236
24,613
41,946
19,232
837

15,525
30,459
11,726
8,369
196,940
5,094
9,878
6,756
19,573
44,767
13,493
3,334

15,868
30,459
12,676
9,449
232,898
8,481
14,727
17,275
19,573
45,153
23,349
4,314

327
0
894
3,094
17,770
3,523
4,953
6,843
0
381
5,062
1,262

576,620

687,253

80,584

Local
Production1

2006
Water
Authority
Supplies2

Total

1,613
81
9,870
582
10,906
N/A
5,077
2,171
944
1,122
782
9,179

21,206
1,312
23,129
18,012
29,284
N/A
1,598
30,972
22,561
41,427
20,397
810

343
0
950
1,080
35,959
3,387
4,849
10,519
0
387
9,856
980
110,633

Local
Production1

2008
Water
Authority
Supplies2

Total

Local
Production1

24,653
1,523
36,301
22,597
42,088
2,538
7,078
36,856
25,909
43,730
20,082
12,092

3,321
86
3,657
600
3,257
937
4,015
1,965
1,321
4,593
831
10,488

21,471
1,234
26,736
17,316
37,186
4,361
2,381
32,573
24,891
38,045
16,162
931

24,791
1,320
30,393
17,916
40,443
5,298
6,395
34,538
26,211
42,638
16,993
11,419

3,944
75
6,682
663
1,261
925
3,920
1,700
1,534
4,459
823
10,240

19,620
1,202
21,107
15,148
36,396
3,883
2,673
30,397
23,455
34,971
14,656
943

23,564
1,277
27,789
15,811
37,657
4,808
6,593
32,097
24,989
39,430
15,479
11,183

15,959
33,305
20,359
8,610
222,496
5,740
11,532
9,411
21,825
50,511
18,967
3,625

16,286
33,305
21,253
11,704
240,266
9,263
16,485
16,253
21,825
50,892
24,030
4,887

355
0
848
3,074
24,155
4,433
6,104
5,566
0
419
2,245
760

14,934
27,045
10,141
8,116
215,791
4,003
9,116
11,547
20,468
39,500
21,280
3,676

15,289
27,045
10,989
11,190
239,946
8,436
15,220
17,113
20,468
39,919
23,525
4,437

290
0
743
3,291
22,845
4,561
6,529
5,907
0
393
6,296
1,031

13,386
26,420
7,814
7,471
202,794
3,369
8,048
10,191
19,051
34,781
15,668
2,345

661,309

741,893

83,029

608,903

691,931

88,111

555,789

________________
1
Includes surface, recycled and groundwater supplies; does not reflect conserved water.
2
Water use in a given year may differ from Water Authority sales due to storage.
3
Includes only amounts certified through the IAWP and SAWR agricultural water use programs.
4
Includes Water Authority deliveries via South Coast Water District System.
5
Excludes City of San Diego local surface water use outside of Water Authority service area.
6
Excludes land outside of Water Authority service area.
7
Excludes local supplies developed beyond Yuima’s master meters.
8
Numbers may not total due to rounding.

__________________
* Preliminary, subject to change.
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2009
Water
Authority
Supplies2

2010
Water
Authority
Supplies2

Total

3,935
73
4,080
544
2,866
675
3,305
3,833
2,672
4,070
663
8,731

17,234
1,129
20,768
13,322
30,345
3,375
3,023
24,897
19,992
31,175
12,485
832

21,169
1,202
24,848
13,866
33,211
4,050
6,328
28,730
22,664
35,245
13,148
9,563

13,676
26,420
8,557
10,762
225,639
7,930
14,577
16,098
19,051
35,174
21,964
3,376

326
0
729
3,279
12,486
4,989
6,209
2,943
0
400
3,899
779

11,111
22,357
6,124
6,280
187,304
2,156
5,680
11,523
16,468
29,522
15,336
2,519

11,437
22,357
6,853
9,559
199,790
7,145
11,889
14,466
16,468
29,922
19,235
3,298

643,900

71,486

494,957

566,443

Total

Local
Production1

Due to the aggregated level of data provided by its member agencies, the Water Authority tracks local and
imported water use under two class of service categories: the agricultural class and municipal and industrial
(“M&I”) class. Water tracked as agricultural is purchased either through the MWD sponsored Interim Agricultural
Water Program (“IWAP”) or the Water Authority’s Special Agricultural Water Rate (“SAWR”). All remaining
non-agricultural consumptive use reported by Water Authority member agencies is deemed M&I water use.
Water use in the San Diego region is closely linked to the local economy, population, and weather. In the
late-2000s, the combination of economic recession, MWD supply allocations, implementation of member agency
mandatory water use restrictions, and mild local weather conditions culminated in a dramatic multi-year decrease in
total water demand. In the fiscal year 2007, water demand in the Water Authority’s service area reached a record
level of 741,893 acre-feet, only to drop roughly 24 percent to 566,443 acre-feet by the end of fiscal year 2010. The
175,450 acre-foot reduction in demand represents the largest volumetric decline over a three-year period in the
Water Authority’s history.
WATER AUTHORITY DELIVERIES TO MEMBER AGENCIES
FISCAL YEAR ENDED JUNE 30, 2010

2010
Agricultural
M&I Use
Use
Acre-Feet 1
Acre-Feet

Member Agency
Carlsbad M.W.D.
Del Mar, City of
Escondido, City of
Fallbrook P.U.D.
Helix W.D.
Lakeside W.D.
National City, City of
Oceanside, City of
Olivenhain M.W.D.
Otay W.D.
Padre Dam M.W.D.
Pendleton Military Reservation
Poway, City of
Rainbow M.W.D.
Ramona M.W.D.
Rincon del Diablo M.W.D.
San Diego, City of
San Dieguito W.D.
Santa Fe I.D.
South Bay I.D.
Vallecitos W.D.
Valley Center M.W.D.
Vista I.D.
Yuima M.W.D.
Total

29
0
3,281
4,434
0
0
0
684
287
17
776
0
27
8,309
1,726
265
118
0
43
0
1,076
19,918
67
2,461
43,515

17,206
1,129
17,488
8,888
30,345
3,375
3,023
24,213
19,706
31,158
11,709
832
11,085
14,049
4,399
6,014
187,186
2,156
5,637
11,523
15,392
9,605
15,269
58
451,444

________________
Note: Totals may not add due to rounding
1
Includes only amounts certified through the IAWP and SAWR agricultural water use programs.
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Per Capita Water Use
The table below sets forth the estimated daily per capita M&I water use within the Water Authority’s
service area for the fiscal years ended June 30, 1989 to June 30, 2010.
WATER AUTHORITY SERVICE AREA DAILY PER CAPITA M&I WATER USE1

Fiscal
Year

Local
Production
(af)

Water
Authority
Supplied (af)

1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010

51,722
33,201
33,178
47,254
99,187
123,759
116,544
139,503
126,723
126,606
152,524
114,877
82,247
70,957
62,773
49,755
71,797
110,633
80,584
83,029
88,111
71,486

574,780
613,444
552,441
455,954
449,486
413,148
409,509
468,165
481,121
435,563
466,884
580,118
564,140
615,572
586,849
666,008
573,048
576,621
661,309
608,903
555,789
494,957

Total (af)

Total
Agricultural
Water Use (af)2

Non
Agricultural
Water Use
(af)

Population

626,502
646,645
585,619
503,208
548,673
536,907
526,053
607,667
607,844
562,169
619,409
694,995
646,387
686,530
649,622
715,763
644,845
687,254
741,893
691,931
643,900
566,443

115,175
122,297
113,046
92,571
89,051
78,916
56,069
70,738
66,404
52,474
84,991
105,819
96,571
110,867
96,183
113,959
85,575
98,011
108,836
81,925
65,424
53,286

511,327
534,348
472,573
410,637
459,622
457,991
469,985
536,929
541,439
509,695
534,418
589,176
549,816
575,663
553,439
601,803
559,270
589,243
633,058
610,636
568,600
504,086

2,346,208
2,435,903
2,485,692
2,520,763
2,572,002
2,604,483
2,622,948
2,629,879
2,640,861
2,689,493
2,733,035
2,814,481
2,813,278
2,825,574
2,843,697
2,867,237
2,977,337
3,035,858
3,051,729
3,054,819
3,102,625
3,149,018

Daily Per
Capita M&I
Use (gallons)
195
192
170
179
160
157
160
182
183
165
175
187
175
182
174
187
168
173
185
178
164
143

_____________________________
1
2

Water use data provided by member agencies.
Total Agricultural Water Program Use equals IAWP and SAWR use plus estimated local water utilized for agricultural
purposes. See –Agricultural Water Use below.

The 2009 State Water Legislation seeks to achieve a 20 percent statewide reduction in urban per capita
water use in California by December 31, 2020. The law requires each urban retail water supplier to develop urban
water use targets to help meet the 20 percent goal by 2020, and an interim water reduction target by 2015. Although
compliance with the legislative mandate rests with retail water agencies, the law requires that the Water Authority,
as the wholesale supplier, support its retail member agencies’ efforts to comply with the 2009 State Water
Legislation through a combination of regionally and locally administered active and passive water conservation
measures, programs and policies, as well as the use of recycled water.
The table below shows estimated regional per-capita potable targets under the 2009 State Water
Legislation. These estimates were calculated using retail level per-capita targets provided by Water Authority
member agencies and SANDAG population projections for each member agency.

2009 STATE WATER LEGISLATION
ESTIMATED REGIONAL POTABLE PER-CAPITA TARGETS (GAL/DAY)
2015

2020

2025

2030

2035

173

167

167

167

167

Estimated Regional Potable Gallons Per –Capita
per Day Target
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Agricultural Water Use
San Diego County has a well-established agricultural sector with an estimated 307,292 acres of farmland
and a reported annual value for all agricultural commodities totaling over $1.55 billion in 2009. Nursery crops
represent approximately $1.05 billion of output, with fruits and nuts and vegetable production contributing an
additional combined $400 million. Estimated total agricultural water consumption by Water Authority member
agencies during the fiscal year ended June 30, 2010 was 53,286 acre-feet, about 9 percent of total water use for the
year.
Historically, much of the County’s agricultural acreage was enrolled in MWD’s Interim Agricultural Water
Program (“IAWP”). The IAWP is a voluntary program that offers agricultural customers a discounted water rate in
exchange for being the first to be cutback up to 30 percent during MWD supply shortages. On January 1, 2008,
MWD implemented, for the first time in the history of the program, a full 30 percent cut to agricultural customers in
the IAWP. These mandatory reductions continued until April 2011, when MWD’s board took action to terminate
the cutbacks as a result of the current supply outlook and improved storage conditions.
Additionally, MWD also initiated a phase-out of the IAWP, with the program termination date set for
December 31, 2012. As part of the phase-out process, the MWD agricultural rate discount will be reduced annually
along with a commensurate reduction in cutback obligation. Included in the IAWP phase-out guidelines is an optout provision that allows customers to exit the program on January 1 of each year.
In consideration of the IAWP phase-out, the Water Authority Board adopted a transitional Special
Agricultural Water Rate (“Transitional SAWR”) for agricultural customers exiting the IAWP. In exchange for
receiving the Transitional SAWR rate, agricultural customers forego the additional supply reliability associated with
the Water Authority’s QSA supplies and receive a higher cutback set at the MWD municipal and industrial
reduction level. As of January 1, 2010, over 3,643 accounts, representing 52,979 acre-feet exited the IAWP and
enrolled in the Transitional SAWR.
Since the Transitional SAWR was scheduled to sunset on December 31, 2010, a member agency
workgroup was formed to evaluate future agriculture rate options. Based on the workgroup recommendations, the
Transitional SAWR will be continued through December 31, 2012, and the SAWR program will be revised effective
January 1, 2013 (concurrent with termination of MWD’s IAWP), to only exclude SAWR customers from the Water
Authority’s storage charge. These customers will be subject to all other rates and charges. The rate impact of
exempting SAWR deliveries from storage charges is less than one percent of the total M&I rate.
Water Reclamation, Reuse and Groundwater Recovery
Since the late 1980s, the Water Authority has assisted its member agencies to plan, develop, and finance
water recycling and groundwater recovery projects throughout the Water Authority’s service area. The Water
Authority has also provided assistance to its member agencies to enhance and expand existing facilities. This
support has been made through technical assistance and financial aid for project planning and study phases
traditionally funded by the individual local agencies. The Water Authority currently provides a financial incentive
of up to $200 per acre-foot for the beneficial reuse of recycled water and groundwater recovery. To date, the Water
Authority has expended cumulatively over $22 million towards this effort. MWD also offers a variable recycling
credit, based on project financial need, of up to $250 per acre-foot. In its draft 2010 UWMP, the Water Authority,
through its member agencies, identified almost 50,000 acre-feet per year of recycled water and over 28,000 acre-feet
per year of groundwater supplies to be developed by 2035. Member agency recycled water development through the
fiscal year ended June 30, 2010 totaled close to 30,000 acre-feet of beneficial reuse, more than half-way to meeting
the region’s 2035 recycled water use goal.
WATER AUTHORITY WATER FACILITIES
To meet the demands of its member agencies, the Water Authority requires water conveyance facilities,
water storage facilities and water treatment facilities. Certain of these facilities are owned and operated by the
Water Authority and others are owned and operated by MWD or by member agencies.
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Water Conveyance Facilities
Water from the Colorado River is transported from Lake Havasu through MWD’s Colorado River
Aqueduct. Supplies for the Water Authority are diverted from the Colorado River Aqueduct near the west portal of
the San Jacinto Tunnel into the Casa Loma Siphon No. 2 and Canal. A few miles to the southwest, MWD’s San
Diego Canal takes water from the Casa Loma Canal and delivers it into Diamond Valley Lake and further south into
Lake Skinner. Both storage reservoirs of MWD are located in Riverside County and both are able to supply water to
San Diego County.
SWP water is delivered to MWD at Lake Perris, the terminus of the 444-mile California Aqueduct. From
there, it flows through the Lakeview Pipeline of MWD to the San Diego Canal where it is blended with Colorado
River water.
While Diamond Valley Lake, with a maximum capacity of 800,000 acre-feet, is much larger, Lake Skinner
is the primary storage facility for the Second San Diego Aqueduct, with a maximum capacity of 44,264 acre-feet.
The maximum water elevation for storage is 1,479 feet above sea level. Water from Lake Skinner flows directly
into Pipelines 3 and 5 while Pipelines 1, 2 and 4 receive treated water from the Skinner Filtration Plant.
The Water Authority takes delivery of imported water from MWD in the five pipelines within the two San
Diego Aqueducts, approximately six miles south of the Riverside-San Diego County line. The following table
provides information relating to the principal pipelines owned and operated by the Water Authority:
Principal Water Conveyance Facilities in Service

Pipeline
First San Diego Aqueduct
Pipeline 1 and Pipeline 2
La Mesa-Sweetwater
Moreno-Lakeside Pipeline
Second San Diego Aqueduct
Pipeline 3
Pipeline 4
Pipeline 4B
Pipeline 4E
Pipeline 5
Pipeline 5E
Crossover Pipeline:
San Marcos at Twin Oaks to
Escondido at Hubbard Hill
Ramona Pipeline
Tri-Agencies Branch
San Marcos to Oceanside
North County Distribution Pipeline
Valley Center Pipeline
Olivenhain Pipeline
Olivenhain Hodges Interconnect Pipeline
San Vicente Pipeline and Aqueduct Interconnect
Total

Length
(miles)

Diameter
(inches)

68.1
16.5
4.8

72-48
42-18
60-54

59.2
44.9
9.9
19.6
11.2
21.8

75-66
96-69
108-96
108-72
96
108

7.6
7.9

66
57-36

4.4
3.5
4.1
2.6
1.2
11.0

42-21
72
66
78
121
102

294.9

The two pipelines of the First San Diego Aqueduct share common tunnels and inverted siphons and are
operated as a single unit. The La Mesa-Sweetwater Extension of the First San Diego Aqueduct extends from the
First San Diego Aqueduct at Slaughterhouse Canyon near San Vicente Reservoir to Sweetwater Reservoir. The
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Moreno-Lakeside Pipeline also delivers water from the First Aqueduct to the Helix Water District’s R.M. Levy
Water Treatment Plant. San Vicente Reservoir, which is owned and operated by the City of San Diego, is the
terminus of the First San Diego Aqueduct.
The three pipelines of the Second San Diego Aqueduct (Pipelines 3, 4 and 5) share a common right of way
for most of their length. Pipeline 3 terminates at the Lower Otay Reservoir, Pipeline 4 terminates at the City of San
Diego’s Alvarado Water Treatment Plant and Pipeline 5 terminates at Miramar Hill northwest of Lake Miramar in
the City of San Diego. Pipeline 4B extends from north of the City of San Diego’s Miramar Water Treatment Plant
to the San Diego River. Pipeline 4E extends from the San Diego River to the Lower Otay Reservoir. The TriAgencies Pipeline delivers treated water to service areas of Carlsbad Municipal Water District, Vista Irrigation
District, and the City of Oceanside. A portion of Pipeline 3 near Lake Murray has been operating at reduced
capacity pending implementation of a relining project. The North County Distribution Pipeline extends west from
the Second San Diego Aqueduct to serve areas of the City of Oceanside, Vista Irrigation District, Rainbow
Municipal Water District, and Vallecitos Water District. Pipeline 5 extends south from San Marcos to Rancho
Penasquitos. The Ramona Pipeline extends east from the Second San Diego Aqueduct serving the Olivenhain
Municipal Water District, the City of San Diego, and the Ramona Municipal Water District. The Valley Center
Pipeline conveys treated water between the northern reaches of the First and Second San Diego Aqueducts. The
Olivenhain Pipeline conveys untreated water between the Second San Diego Aqueduct and the Olivenhain
Reservoir. The San Vicente Pipeline and Aqueduct Interconnect connects the San Vicente Reservoir to the Second
Aqueduct at the Rancho Penasquitos Hydroelectric Facility.
The Water Authority controls the operations of its water delivery system from a central operations center.
The operations center uses a Supervisory Control and Data Acquisition (“SCADA”) system to monitor and control
the flows in each of the pipelines and to each member agency. The SCADA system, separate from the business
system, with redundant equipment, checks each remote facility every 30 seconds to monitor status and send
commands for changes in operations. The communications occur through fiber optics, a leased phone line system,
and microwave radio to each of the 98 locations controlling over 106 facilities.
The quagga mussel, an aquatic invasive species, was first found in the lower Colorado River system in
January 2007. The rapid propagation of this species, if unchecked, has the potential to disrupt operations at facilities
such as the Water Authority’s delivery system and facilities. Since that time, the mussel has established its presence
in the San Diego Region. The Water Authority, its member agencies, and other regional partners formed the San
Diego Regional Quagga Mussel Working Group in 2007 to aid in information sharing. In June 2008, this group
released the draft Regional Quagga Mussel Response and Control Plan as a guide to water agencies preparing an
agency specific response and control plan. The Water Authority has also implemented its own system specific
monitoring and control plan to more specifically address issues related to the Water Authority’s delivery system and
facilities. The Water Authority is working closely with the DFG as well as other industry leaders to ensure
continued process improvement. Program cost estimates are currently under development.
Water Storage
Reservoirs. The Water Authority has storage capacity both leased and owned within the region. Total
storage capacity is currently approximately 96,000 acre-feet between leased capacity in the City of San Diego, and
Sweetwater Authority reservoirs and owned capacity in Olivenhain reservoir. When the Water Authority’s
Emergency Storage Project (the “ESP”) is completed in 2013, the Water Authority’s in-region storage capacity will
increase to more than 196,000 acre-feet (it will take approximately five years to fill the added capacity). When
complete, the ESP will allow the Water Authority to convey water throughout the County during an emergency or
drought condition. The ESP is being constructed in a phased manner. Components of the Water Authority’s surface
storage capacity, including those in development, are:
The Olivenhain Reservoir was completed in 2003 as part of the first phase of the ESP. The Olivenhain
Reservoir has a storage capacity of 24,300 acre-feet of water. In 2008, the Water Authority constructed an
interconnect pipeline to connect Lake Hodges to the Olivenhain Reservoir, allowing for additional stored water
transfer within the region. The pipeline will become active upon completion of the Lake Hodges Pump Station and
40 megawatt hydroelectric facility which is currently being constructed. The Water Authority also owns and
operates a 4.5 megawatt hydroelectric generating facility along the Second Aqueduct in the Rancho Peñasquitos
area.
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Construction of a Water Authority project to raise the City of San Diego’s San Vicente Dam began in 2009
and is expected to be completed in 2013. Agreements with the City of San Diego regarding the ESP have extended
the Water Authority’s ability to store up to 60,000 acre-feet in City of San Diego-owned reservoirs. The storage
capacity lease rate in City of San Diego reservoirs is $17.53 per acre-foot for the maximum amount of water in
storage each year. The City receives a credit of $13.76 per acre-foot for Water Authority water pumped to the City
from the Water Authority’s storage account in Lower Otay Reservoir. The Water Authority stored water is subject
to evaporation, seepage and spill losses.
The Water Authority also has an agreement with Sweetwater Authority to lease storage capacity in
Sweetwater reservoir. The storage capacity lease rate in Sweetwater reservoir is $22.00 per acre-foot for the
maximum amount of water in storage each year. Sweetwater receives a credit of $21.00 per acre-foot for Water
Authority water pumped from Sweetwater Reservoir. The Water Authority stored water is subject to evaporation,
seepage and spill losses.
In 1929, the California Legislature enacted legislation providing for supervision over non-federal dams in
the State. The statutes place the supervision of the safety of non-federal dams and reservoirs under the jurisdiction
of the California Department of Water Resources' Division of Safety of Dams (“DSOD”). Dams under jurisdiction
are artificial barriers, together with appurtenant work, including outlet towers, which are twenty-five feet or more in
height or have an impounding capacity of fifty acre-feet or more. Any artificial barrier not in excess of six feet in
height, regardless of storage, or that has a capacity not in excess of fifteen acre-feet, regardless of height, is not
considered jurisdictional. The DSOD reviews plans and specifications for the construction of new dams or for the
enlargement, alteration, repair or removal of existing dams, and must grant written approval before the owner can
proceed with construction. The DSOD routinely inspects operating dams to assure that they are adequately
maintained. The DSOD also conducts investigations of selected dams and directs the owners to additional
investigations and detailed safety evaluations when necessary. DSOD may impose operating restrictions on dams
and reservoirs that reduce storage capacity or otherwise adversely affect the operation of water facilities.
Groundwater Storage. As part of the QSA, the Water Authority became the recipient of groundwater
conjunctive use funds appropriated through Senate Bill 1765 (1998), which originally were designated to MWD.
Approximately $48 million was made available to the Water Authority for use in its groundwater program. A
demand and supply analysis utilizing data from the Water Authority’s 2005 Urban Water Management Plan
identified a maximum potential need for approximately up to 95,000 acre-feet of additional carryover storage
beyond the 100,000 acre-feet of carryover storage in the Water Authority’s Capital Improvement Program. This
evaluation examined a three-year dry cycle scenario during which demands are high and imported supplies are
constrained by preferential rights. Based on that scenario, the Water Authority distributed a Request for Proposal in
November 2005 to partner with agencies overlying a groundwater basin for a conjunctive use project. The project
would allow water to be delivered and stored during above normal hydrology and extracted from the basin and
delivered to the Water Authority either by wheeling through various facilities, exchanges, or a reduction in demands
on the Water Authority.
In June 2008, the Water Authority executed an agreement with Vidler Water Company, Inc. (“Vidler”) for
30,000 acre-feet of storage and capacity rights in the Semitropic Water Bank in the southern part of the San Joaquin
Valley in Kern County. The cost to purchase Vidler’s Semitropic Program was approximately $11.75 million. In
August 2008, the Water Authority acquired 10,000 units (which equates to 40,000 acre-feet of storage together with
rights to certain capacities) in the Semitropic-Rosamond Water Bank Authority (“Semitropic-Rosamond”). The cost
to acquire storage and recovery rights in Semitropic-Rosamond was $15 million. In 2008, the Water Authority
purchased approximately 23,077 acre-feet of water from Butte Water District and Sutter Extension Water District at
$200/acre-feet -- $4.6 million – anticipating storing the water in the Groundwater Program as “initial fill.” The
Water Authority has been reimbursed $30.48 million for these acquisitions.
In 1998, the State Legislature, through Senate Bill 1765, appropriated $235 million from the State’s general
fund to implement California’s Colorado River Water Use Plan. The legislation provided $200 million for the lining
of the All-American and Coachella canals and $35 million to fund groundwater conjunctive use facilities. As part of
the QSA, the Water Authority became the recipient of these funds, previously assigned to MWD. Approximately
$30.48 million of the $35 million remained available for Water Authority use on the Vidler and SemitropicRosamond Water Bank programs. In August of 2010, the Water Authority was reimbursed by DWR the entire
$30.48 million in remaining Senate Bill 1765 funds.
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Local Storage Agreements. With the drawdown of San Vicente Reservoir, required to complete
construction of the San Vicente Dam Raise Project, and recent drought conditions, the Water Authority has been
working with its member agencies to optimize local storage opportunities. Working collaboratively, the Water
Authority and its member agencies have optimized local facilities to move supplies into local storage. Current total
carryover storage held by the Water Authority in the region is approximately 34,000 acre-feet. Carryover storage is
water stored over and above emergency storage targets. The Water Authority’s carryover storage target is 60,000
acre-feet until the San Vicente Dam Raise project is complete at which time 100,000 acre-feet of capacity will be
available for carryover storage.
Water Treatment Facilities
The Water Authority purchases treated water from MWD and purchases treatment from member agencies
with treatment facilities. Approximately 45 percent of the water sold by the Water Authority is treated water.
MWD delivers treated water to the Water Authority’s service area from its Skinner Filtration Plant, which
is located at Lake Skinner and has a treatment capacity of 630 MGD. Treated water is delivered to the Water
Authority through three pipelines, only one of which stretches the length of the county. From Lake Skinner in
Riverside County, untreated water is currently conveyed south to the Water Authority in two pipelines. At a point
near the City of San Marcos, the Crossover Pipeline extends to the east and connects to the two pipelines of the First
San Diego Aqueduct that carry untreated water south to San Vicente Reservoir. From this point near San Marcos,
another untreated water pipeline delivers water south for treatment at a number of water filtration plants owned and
operated by several of the Water Authority’s member agencies.
Approximately half of San Diego County’s treated water supply is provided by the Skinner Filtration Plant.
As early as 2001, the Skinner Filtration Plant began to operate above its rated capacity to meet the treated water
demands of both Riverside and San Diego Counties during long, hot, and dry periods. During these same periods,
the Water Authority’s member agency water filtration plants operated near capacity to meet San Diego County
demands as well. As a result, the Water Authority’s Regional Water Facilities Master Plan recommended creation
of additional regional treatment capacity. Upon approval of the Master Plan in June 2004, the Water Authority
began design and construction of the Twin Oaks Valley Water Treatment Plant (“TOVWTP”) to provide 100 MGD
of high quality drinking water capacity in northern San Diego County.
The Water Authority utilized the Design-Build-Operate (“DBO”) procurement method for the TOVWTP.
This method of procurement includes retaining a single entity to design, construct, and operate the TOVWTP. The
contract provides that the DBO entity will operate the plant for an initial period of 15 years, with an option to extend
that term by an additional five years. The Water Authority awarded the DBO contract in September 2005 to CH2M
HILL OMI and the TOVWTP came online in April 2008.
In addition to the TOVWTP, the Water Authority purchased 36 MGD of treatment capacity in 2002 and
2006 at the Helix Water District’s R.M. Levy Water Treatment Plant. Water produced at the Levy plant
supplements treated water services in eastern San Diego County.
Seismic and Wildfire Considerations
Water conveyance facilities are designed to withstand earthquakes with minimal damage. Earthquake
loads have been taken into consideration in the design of project structures such as pumping plants and hydroelectric
plants. All known faults are crossed by pipelines at very shallow depths to facilitate repair in case of damage from
movement along a fault. To date, no Water Authority facilities have suffered any material earthquake damage. The
Water Authority’s Emergency Storage Project is being designed to allow continued water service to its member
agencies at a 75 percent level of service or better in the event of a complete interruption of water deliveries from
MWD, such as might result from a severe earthquake along a fault traversing pipelines connecting with MWD, for a
period of up to two months while pipelines and facilities are being repaired.
Water conveyance facilities for the most part consist of pipelines and connections, flow control facilities,
and pumping stations. The three hundred miles of pipeline that are underground are not vulnerable to damage by
wildfires. The above-ground facilities are designed to be tolerant to damage by wildfires as the facilities are
constructed of poured concrete or slump block, and the rights of way near the building are landscaped with drought
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tolerant plants making the structures less vulnerable to damage by wildfires. The Water Authority’s Emergency
Operations Center (“EOC”) in Escondido, California, is activated during wildfires. An alternate EOC can be
activated at the San Diego Headquarters office, should the primary EOC be compromised. While activated, the
wildfires are monitored and operations and maintenance crews are dispatched to ensure that all above-ground
facilities are safe and remain operational. The Water Authority is also represented at the County’s Operational Area
EOC to best manage water interests during a major event. The last major wildfire in San Diego occurred in October
2007 and caused only minor damage to the Water Authority’s assets, facilities and projects.
The Water Authority has long maintained a focus on emergency preparedness and response. In 2007, the
Water Authority updated its emergency management program by publishing an Integrated Contingency Plan, which
complies with the National Incident Management System. In order to prepare for a major emergency, the Water
Authority regularly activates its EOC for planned event control, coordinates with member agencies on emergency
preparedness issues, and participates in County of San Diego Operational Area exercises.
Safety and Security
The Water Authority conducted two separate vulnerability analyses for its water delivery system in 2001
and 2003. The latter was required as part of the 2002 Bioterrorism Act. Since that time, the Water Authority has
implemented security improvements throughout the system including improved security procedures, redundant
communication systems, hardening facilities against physical attack, improving facility lighting, real time water
quality monitoring, and adding video surveillance capabilities. The Water Authority considers additional
improvements as technology advances, new threats are highlighted, and as each new facility is constructed. Physical
inspection by field staff is also performed regularly to aid in protection of Water Authority facilities and rights of
way. In addition, the Water Authority conducts periodic analyses of potential risks or vulnerabilities within the
SCADA and business system computer networks.
Although the Water Authority has undertaken many emergency preparedness and security improvements, a
terrorist attack or significant natural disaster could materially impair system operations, water deliveries, revenues,
and the Water Authority’s ability to pay its obligations.
THE CAPITAL IMPROVEMENT PROGRAM
The Water Authority’s Capital Improvement Program (the “CIP”) is designed to meet the mission of the
Water Authority to provide a safe and reliable supply of water to its member agencies serving the San Diego region.
A map in the front portion of this Official Statement provides the location of major components of the CIP.
In August 1989, the Board approved “The Water Distribution Plan, A Capital Improvement Program
Through the Year 2010.” The resolution the Board adopted stated in part that “in order to meet the existing and
future needs of its member agencies and the over three million people whom they serve, it is necessary that existing
pipeline capacities and filtration facilities be significantly improved.” The Water Distribution Plan contained ten
projects designed to meet the objectives of:
• increasing the capacity of the aqueduct system
• increasing the yield from existing water filtration plants
• obtaining additional water supplies from MWD
• increasing the reliability and flexibility of the aqueduct system
In annual reports to the Board since June 1991, the Water Authority has made modifications to the original
list of projects included in the Water Distribution Plan. New projects have also been added as needs have been
identified for a service area of more than three million inhabitants. When a project has been completed and placed
in service it is no longer included in the CIP budget. See Projects in the Capital Improvement Program.
Through June 30, 2010, $2.55 billion has been spent to complete various capital projects since 1989.
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The present CIP budget is $3.52 billion for 49 projects that are in various stages of planning, design, and
construction. Of such amount, approximately $1.36 billion has been expended with respect to projects that have not
been completed and placed in service and are remaining in the CIP budget, leaving an unspent balance in the CIP
budget of approximately $2.16 billion. The Water Authority expects to spend approximately $670 million over the
next five years on capital improvement projects. Approximately half of that amount, $321 million, is budgeted to be
spent in the fiscal years ending June 30, 2012 and June 20, 2013 budget period. Of this amount, approximately 85
percent of that will be spent on five construction projects.
Project Category

FY 2012
($M)

FY 2013
($M)

FY 2014
($M)

FY 2015
($M)

FY 2016
($M)

Total

Asset Management

33.4

46.6

6.5

63.2

57.4

173.7

New Facilities

25.6

19.1

17.1

31.1

33.1

126.0

Emergency Storage Program

144.0

37.5

71.1

42.6

8.1

303.3

Master Planning

1.8

2.0

0.5

4.9

6.9

16.1

Other

6.7

4.5

1.7

2.7

2.4

18.0

Total

211.5

109.7

96.9

144.6

107.9

670.6

The Water Authority plans to use a combination of funds to pay for the CIP, including proceeds derived
from the sale of long-term fixed rate debt, variable rate debt and cash generated from Water Authority operations.
Overall, the Water Authority plans to fund approximately 57 percent of its $3.52 billion CIP with long-term fixed
rate debt and the balance from short-term debt, variable rate debt and cash. The financial projections included in
this Official Statement reflect a long-term adherence to the overall funding ratio, rather than an attempt to maintain
this ratio of funding in individual years. See PROJECTED OPERATING RESULTS.
Projects in the Capital Improvement Program
The current CIP contains 49 projects. The projects are a mix of water transportation, storage, treatment,
flow control facilities, and pipeline relining and replacement projects.
•

The largest single aggregation of projects is the $1.2 billion ESP. The ESP is a mix of pipelines, dams,
reservoirs and pump stations to enhance the supply of emergency water within the Water Authority service
area. The majority of that work has been completed with only the San Vicente Dam Raise project
remaining as a substantial project that is currently under construction.

•

A substantial amount of future facilities work will be in the Water Authority’s Asset Management Program.
One of the primary components of that program is the relining and replacement of aging pipelines.
Expenditures in support of these activities are forecast to $50 million a year over the next ten years.

•

The balance of projects over the next 20 years beyond the ESP and relining/replacement of pipelines is
forecast to be in the construction of additional pipelines and flow control facilities and the pursuit of an
asset management program. The roadmap for future capital infrastructure will be determined by the
Facilities Master Plan Update scheduled to be completed in late calendar year 2012.

•

Fiscal year ended June 30, 2007 marked the peak of CIP expenditures at $290 million. Since that time, the
majority of the Water Authority’s large projects have either been completed or are in final stages of
construction. The San Vicente Dam Raise ($450 million), as provided above, is moving forward with
construction and is forecast to be completed in fiscal year ending June 30, 2013. The pipeline replacement
and relining project ($787 million) will continue to expend funds as noted above. Two new pipelines ($815
million) are currently planned to begin construction in about 10 years. The Camp Pendleton planning
phase desalination project has the potential to become a significant expenditure in the future.

OHS WEST:261157843.5
Page 314 of 563

36

Cost Management Strategy
As construction costs began to spiral upward in the 2005 time frame, the Water Authority adopted a variety
of strategies to deal with the problem. Internally, the Water Authority examined the basis of its cost estimating
process and hired an economist to develop a model that would allow the Water Authority to forecast future project
costs more accurately based on the unique mix of projects, materials, and skills required by the CIP. This action was
combined with a look at the portfolio and timing of the CIP projects to ensure the best balance between reliability of
water supply and costs.
At the same time, the Water Authority accelerated its efforts to pursue CIP best management practices. In
2004, the Water Authority joined MWD in a regional benchmarking effort involving a dozen water agencies in the
Western United States. The purpose of the regional organization was to develop key capital improvement program
performance measures and benchmarks. This has yielded a body of knowledge on best capital improvement program
management practices that has been incorporated into the Water Authority’s CIP management practices. Within the
San Diego area the Water Authority is a member of a regional procurement committee consisting of large public
sector organizations with substantial capital improvement programs. The purpose of this multi-agency group is to
create a more competitive construction environment in San Diego County by creating uniform contracting and
procurement practices, simplifying contracting processes, and coordinating the timing of agency facility
construction contracts, making more bidders available for the same types of projects. This has led to several cost
savings strategies that are focused on making the regional construction market more competitive.
The Water Authority has a business practice of cultivating a relationship as “owner of choice” within the
regional construction community. The Water Authority has involved itself in a variety of industry forums as
speakers on topics of interest, building relationships with contractors through personal contacts, open houses, and
direct marketing techniques. Success has been achieved by using pre-advertisement open houses to hear potential
concerns of contractors and craft bid packages, where possible, to create bidder friendly outcomes. Subsequent
contractor bids on these projects have been very competitive.
In the current economy, the Water Authority has experienced contractor bids significantly below forecast
costs. If this trend continues, the Water Authority will use these savings to self-fund CIP costs.
FINANCIAL OPERATIONS
The Water Authority’s principal source of revenue is net revenues from the sale of water by the Water
Authority to its member agencies. The Water Authority’s rates and charges to member agencies for delivered water
are set to equal the cost of water to the Water Authority plus additional components (e.g., debt service costs, QSA
commitments). The Water Authority also levies water standby availability charges, capacity charges and
infrastructure access charges and receives hydroelectric power sales revenues and property tax revenues and Build
America Bonds interest subsidy payments. The Water Authority’s ability to generate revenue may be limited by
certain provisions of the State Constitution. See CONSTITUTIONAL LIMITATIONS.
Water Authority Water Rates and Charges
Water rates are established by the Board and are not subject to regulation by the California Public Utilities
Commission or by any other local, state or federal agency. The Water Authority bills member agencies for water
deliveries by the tenth business day of every month for water purchased during the prior month. Payments are due
from the member agencies by the last business day of the month and are delinquent if not paid by the tenth business
day of the following month.
Under the General Resolution, the Water Authority is required to fix rates which are reasonably fair and
nondiscriminatory and which will be at least sufficient for the payment of all amounts payable from Net Water
Revenues in each fiscal year and at least equal to 120 percent of Debt Service on all Bonds and Contracts
constituting Prior Obligations. Effective January 1, 2003, the Water Authority’s Board implemented a rate structure
designed to more effectively allocate the cost of service to its customers and to increase the proportion of revenues
collected by fixed charges. The new rate categories include fixed Storage and Customer Service Charges, and
variable Transportation, Melded M&I Treatment and Melded M&I Supply Rates. The Customer Service and
Storage Charges are fixed charges that enable the Water Authority to increase its coverage of fixed expenditures by
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fixed revenues. During the projection period ending June 30, 2015, the Water Authority projects that fixed revenues
will be approximately equal to 76 percent of fixed expenditures and will constitute approximately 64 percent of all
revenues. Agricultural customers pay the Transportation Rate and the Customer Service Charge while M&I
customers pay the Transportation Rate, the Customer Service Charge, and the Storage Charge, which funds the
Emergency Storage Project. Agricultural water users have elected to receive a reduced level of service during an
emergency, in return for excluding the cost of the Emergency Storage Project from their water rate, and pay MWD’s
Interim Agricultural Water Program rate instead of the Water Authority’s melded supply rate. In 2008 MWD
initiated a five-year phase-out of the IAWP, with a program termination date set for December 31, 2012. In
consideration of the IAWP phase-out, the Water Authority Board adopted the Transitional SAWR for agricultural
customers exiting the IAWP.
Rates effective January 1, 2011 through December 31, 2011 are as follows:
Customer Service Charge: The Customer Service Charge is set to recover costs that are necessary to
support the functioning of the Water Authority, to develop policies and to implement programs that benefit the
region as a whole. The Customer Service Charge is allocated among the member agencies on the basis of each
agency’s three-year rolling average of all deliveries (excludes member agency wheeled water). The aggregate
Customer Service Charge is currently $23,200,000.
Storage Charge: The Storage Charge is set to recover costs associated with the Emergency Storage Project.
Allocation of the Storage Charge is based on all non-agricultural water deliveries and is allocated among the
member agencies using a pro rata share of each agency’s three-year rolling average of non-agricultural deliveries
(including all users, member agencies, and third-party wheeling throughput). The aggregate Storage Charge is
currently $44,300,000.
Transportation Rate: The Transportation Rate is a uniform rate set to recover capital, operating and
maintenance costs of the Water Authority’s aqueduct system including all facilities used to physically transport the
water to member agency meters. The Transportation Rate is charged to each acre-foot of water as delivered by the
Water Authority through Water Authority facilities. All users of Water Authority pipeline facilities, whether
member agencies or third-party wheelers, pay the Transportation Rate. The Transportation Rate is currently $75 per
acre-foot.
Melded Untreated M&I Supply Rate: The Water Authority has a melded supply rate which recovers the cost
of water supply incurred by the Water Authority. These costs include the purchase of water from MWD, IID, the
Coachella Canal Lining Project and the All-American Canal Lining Project, costs of MWD wheeling for non-MWD
water supplies, and certain other costs associated with the QSA. The Melded Untreated M&I Supply Rate is currently
$597 per acre-foot.
Melded M&I Treatment Rate: The Water Authority has a melded treatment rate, which recovers the costs of
providing treated water. The melded treatment rate includes costs associated with MWD, Helix, and Olivenhain
treatment facilities, as well as the costs associated with the Water Authority’s treatment plant’s operations. The Melded
M&I Treatment Rate is currently $215 per acre-foot.
Transitional Special Agricultural Water Rate: The untreated Transitional SAWR agricultural water rate
effective January 1, 2011 is $527 per acre-foot. The treated Transitional SAWR agricultural water rate effective
January 1, 2011 is $742 per acre-foot. The Transitional SAWR is scheduled to sunset on December 31, 2012. Effective
January 1, 2013, agricultural water customers will be able to opt-in to the Water Authority’s permanent agricultural
water program.
Other Water Authority Charges
Other Water Authority rates and charges include the Infrastructure Access Charge (“IAC”), the Water
Standby Availability Charge, the System Capacity Charge and the Treatment Capacity Charge. These charges are
defined as follows:
Infrastructure Access Charge: In June 1998, the IAC was adopted as an additional source of fixed revenue
to improve coverage of the Water Authority’s projected fixed expenditures. The IAC is charged to each member
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agency based on the number and size of retail water meters within the member agency’s service area. On January 1,
1999, the Water Authority began charging its member agencies an IAC based upon the total household water meter
equivalents within each member agency service area as of December 31st of the previous year. The intent of the
IAC is to provide the Water Authority with the balance of “fixed” revenues required to generate a minimum 25
percent ratio of fixed revenues to fixed expenditures after taking into account the Water Authority’s existing fixed
revenues produced by the Water Standby Availability Charge and property taxes and excluding revenues from the
fixed Customer Service Charge and Storage Charge from the calculation. The Infrastructure Access Charge
effective January 1, 2011 is $2.49 per meter equivalent per month.
Water Standby Availability Charge: The Water Authority obtained legislative authorization in 1988 to levy
and collect annual water standby availability charges of up to $10 per acre (and on each parcel less than an acre).
The Water Authority implemented these $10 water standby availability charges in the fiscal year beginning July 1,
1989. It is the policy of the Board that revenues from this source will be restricted to payment of construction
expenditures under the CIP and to debt service. The water standby availability charge is deemed an assessment
under Article XIIID of the California Constitution. See CONSTITUTIONAL LIMITATIONS - Article XIIIC
and XIIID. Since November 6, 1996, the Water Authority has levied the water standby availability charge at the
maximum permitted level.
System Capacity Charge: In May 1990, the Water Authority’s Board of Directors adopted a System
Capacity Charge on all new or larger retail water meters installed. The charge is designed to recover a proportionate
share of the capital costs associated with providing services to new connections in the Water Authority’s service
area. In May 2005, the Board of Directors of the Water Authority approved a change in the System Capacity
Charge calculation methodology, which balances the extra capacity present in the system financed by existing
customers with the benefits of use by future customers. The System Capacity Charge is currently $4,326 per meter
equivalent.
Treatment Capacity Charge: In May 2005, the Board of Directors of the Water Authority also approved the
creation of a Treatment Capacity Charge to help fund the Water Authority’s regional water treatment facility. The
charge recovers a portion of the capital costs from the future users of the facility. Like the System Capacity Charge,
the fee is based upon the size of the meter installed. The Treatment Capacity Charge is currently $166 per meter
equivalent.
Revenues from System Capacity Charges and Treatment Capacity Charges are related directly to
development activity in the Water Authority service area. Reductions in building activity such as those experienced
in recent years may result in the receipt by the Water Authority of significantly lower System Capacity Charge and
Treatment Capacity Charge revenues. See APPENDIX B – ECONOMY OF SAN DIEGO COUNTY – Building
Activity.
Bankruptcy or Financial Failure of a Member Agency
The financial failure or bankruptcy of a member agency could adversely affect the ability of such member
agency to honor its obligations to the Water Authority (including its obligation to pay the purchase price of water
delivered by the Water Authority to such member agency). The Water Authority is not aware of the existing or
impending financial failure or bankruptcy of any member agency, but there can be no assurance that a financial
failure or bankruptcy of a member agency will not occur. If a member agency were to become bankrupt, the Water
Authority’s right to receive payment for water delivered prior to bankruptcy but not invoiced or invoiced but not
paid, for example, may be limited to the rights of an unsecured creditor of the bankrupt entity. Further, there can be
no assurance that the Water Authority will be physically able or legally permitted to cease or interrupt deliveries of
water to a non-paying member agency. The Water Authority believes that any reduction in Water Revenues as a
result of the inability to collect payment for water delivered to a bankrupt member agency or as a result of any
temporary interruption or reduction of water deliveries will not be material. The Water Authority further believes
that, following such bankruptcy, the amount of water delivered for the service area currently served by such member
agency will not be reduced and that the Water Authority will be able to obtain payment for such water.
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Other Water Authority Sources of Funds
The Water Authority receives hydroelectric power sales revenues property tax revenues and subsidy
payments from the United States Treasury relating to Build America Bonds.
Hydroelectric Power Sales Revenues. The Water Authority derives small amounts of operating revenue
from hydroelectric sales and from miscellaneous fees and charges. The Water Authority currently sells energy to
SDG&E from its Rancho Penasquitos Pressure Control Facility. The Water Authority’s Lake Hodges facility is
anticipated to be in service after fiscal year ending June 30, 2012.
Property Tax Revenues. The Water Authority receives a portion of the 1 percent ad valorem property tax
levied and collected by the County of San Diego pursuant to Article XIIIA of the California Constitution. Member
agencies of the Water Authority may elect to pay in-lieu charges instead of the tax levy. The Water Authority’s
share of ad valorem tax revenues allocated by the County that is not used to pay voter-approved indebtedness is
available to pay Maintenance and Operation Costs. There is currently no voter-approved indebtedness outstanding.
The Water Authority is expressly empowered under the Act to levy taxes on all taxable property within its
boundaries for the purpose of paying its voter-approved indebtedness and, subject to certain limitations in the Act,
the California Revenue and Taxation Code and the California Constitution, for other Water Authority purposes. See
CONSTITUTIONAL LIMITATIONS.
Proposition 1A, enacted by California voters in 2004 as an amendment to the State Constitution, is intended
to, among other things, stabilize local government revenue sources by restricting the State’s control over local
property taxes. Proposition 1A allows the State to divert up to 8 percent of local property tax revenues for State
purposes only if: (i) the Governor declares such action to be necessary due to a State fiscal emergency; (ii) twothirds of both houses of the Legislature approve the action; (iii) the amount diverted is required by statute to be
repaid within three years; (iv) the State does not owe any repayment to local agencies for past property tax or
Vehicle License Fee diversions to local agencies; and (v) such property tax diversions do not occur in more than two
of any ten consecutive fiscal years.
The amended fiscal year 2009-2010 State Budget included a Proposition 1A diversion of $1.935 billion in
local property tax revenues from cities, counties, and special districts to the State to offset State general fund
spending for education and other programs. Such diverted revenues must be repaid, with interest, no later than
June 30, 2013. Property tax revenues in the amount of approximately $644,000 that would have been received by
the Water Authority in the fiscal year ending June 30, 2010 were so diverted.
Build America Bond Interest Subsidy Payments. The Water Authority is entitled to receive Interest
Subsidy Payments in connection with the payment by the Water Authority of interest on the 2010B Bonds.
Cost of MWD Water
The water rates charged by MWD for delivered water are the principal cost to the Water Authority of
MWD water. However, the Water Authority is also obligated to pay MWD’s Readiness-to-Serve (“RTS”) Charge
and Capacity Reservation Charge (“CRC”), which are described below. The Water Authority’s policy is to pass
through all of MWD’s charges to the Water Authority’s member agencies. Currently, MWD has three classes of
water service:
Full Service Water. Full service water service, formerly known as non-interruptible water service,
includes water sold for domestic and municipal uses. Full service sales are expected to remain the major
component of MWD water sales in the future. Full service water sales are subject to the applicable Supply
Rate (Tier 1 or Tier 2), Delta Supply Surcharge, System Access Rate, System Power Rate and the Water
Stewardship Rate, which are discussed below. Effective January 1, 2011, the combined rate is $527 per
acre-foot for untreated Tier 1 deliveries and $744 per acre-foot for treated Tier 1 deliveries.
Interim Agricultural Water Program. This program, adopted in 1994, provides a discounted rate for
agricultural water users that are permitted to receive only surplus water not needed for domestic or
municipal purposes. Effective January 1, 2011, the agricultural water rate for treated water is $687 per
acre-foot and the rate for untreated agricultural water is $482 per acre-foot. The maximum amount of
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agricultural water that MWD may deliver to the Water Authority on an annual basis under this program is
100,459 acre-feet. Should a water shortage occur, MWD may reduce deliveries of agricultural water under
the program by 30 percent before imposing supply cutbacks on full service deliveries. In January 2008,
MWD cut agricultural water deliveries by the full 30 percent to manage demand. Beginning in 2010, this
program is being phased out over a three-year period and will be completely phased out by December 31,
2012.
Replenishment. Replenishment water is sold when surplus water is available for delivery, to be used
by the purchasing member agency to offset demands on MWD in times of shortage. Effective January 1,
2011, the rate for treated replenishment water is $601 per acre-foot and the rate for untreated replenishment
water is $409 per acre-foot. MWD discontinued replenishment deliveries in mid-2007 due to limited
supplies but has not terminated the program.
Full Service Water Rates and Charges. MWD’s water rates are established by majority vote of the MWD
Board and are not subject to regulation by the California Public Utilities Commission or by any other local, state or
federal agency. Rates must, subject to certain provisions of the MWD Act, be uniform for any class of service, and
no water may be provided free of charge. Under the MWD Act, MWD is required, so far as is practicable, to fix
such rate or rates for water as will result in revenue which will pay the operating expenses of MWD, provide for
repairs and maintenance, provide for payment of the purchase price or other charges for property or services or other
rights acquired by MWD and provide for the payment of the interest and principal of the bonded debt of MWD,
subject to the applicable provisions of the MWD Act authorizing the issuance and retirement of such bonds. The
same water rate is charged for water provided from the Colorado River and the SWP.
The current rate structure unbundles MWD’s previous water rate into separate rates and charges to reflect
the different services (System Power Rate, Treatment Surcharge, System Access Rate, and Water Stewardship Rate)
provided by MWD. The rate structure also includes a two-tiered block pricing structure for water supply and a
Delta Supply Surcharge to account for expenses related to obtaining additional supplies due to Delta pumping
restrictions.
The two-tiered block pricing structure is based upon MWD member agencies’ commitment to purchase
water from MWD by means of a voluntary purchase order. Under each purchase order, a member agency agrees to
purchase, over the ten-year term of the contract, an amount of water equal to at least 60 percent of its highest firm
demand for MWD water in any fiscal year from 1989-1990 through 2001-2002 multiplied by ten. MWD member
agencies are allowed to vary their purchases from year to year, but an MWD member agency will be obligated to
pay for the full amount committed under the purchase order, even if it does not take its full purchase order
commitment by the end of the ten-year period. In consideration of its purchase order, an MWD member agency that
executed a purchase order is entitled to purchase a greater amount of water at the lower Tier 1 Water Supply Rate
than a member agency not executing a purchase order.
Each MWD member agency that executed a purchase order will be allowed to purchase up to 90 percent of
its base amount at the Tier 1 Water Supply Rate in any fiscal year during the term of the purchase order, and its base
amount will be the greater of (1) its highest firm demand for MWD water in any fiscal year from 1989-1990 through
2001-2002 or (2) its ten-year rolling average of firm demand of MWD water. The Water Authority has executed a
purchase order for a minimum of 3,342,571 acre-feet of water over the ten years ending December 31, 2012. As of
June 30, 2010, the Water Authority had purchased a total of 3,423,379 acre-feet, 80.808 acre-feet above the
purchase commitment. As a result, the Water Authority has successfully met its purchase order obligation.
In April 2009, the MWD Board approved implementing the Water Supply Allocation Plan at a Regional
Shortage Level 2. The implementation of the allocation plan, effective July 1, 2009 through June 30, 2010, limits
member agencies’ access to MWD supplies without penalty. Data used to determine a member agency’s allocation
includes historical deliveries by MWD, local supply production within the member agency, and actual local supply
production during the allocation year. An agency that exceeds its allocation will be assessed a penalty and billed at
the end of the allocation year. As MWD staff presents monthly implementation reports to the board, member
agencies will continue to have the opportunity to appeal their respective allocations. The Water Authority’s total
allocation under Level 2 is 446,239 acre-feet, including 410,381 acre-feet for M&I and 35,858 acre-feet for IAWP.
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In April 2010, the MWD Board approved a 7.5 percent rate increase that took effect January 1, 2011. That
increase assumed water sales of 1.9 million acre-feet, and a $1.796 billion budget, including $412 million for capital
projects. This sales assumption took into account continued replenishment sales curtailment, a 30 percent reduction
in the interim agricultural water sales, and 1.9 million acre-feet of firm sales. Staff also projected that the overall
rates and charges could increase by about 21.5 percent in 2011.
The following adopted MWD rates and charges became effective January 1, 2011 and will remain in effect
until December 31, 2011:
Tier 1 and Tier 2 Water Supply Rates: The Tier 1 and Tier 2 Water Supply Rates are designed to recover
MWD’s water supply costs. The Tier 2 Water Supply Rate is designed to reflect MWD’s costs of acquiring new
supplies. MWD member agencies will be charged the Tier 1 or Tier 2 Water Supply Rate for water purchases, as
described above. Effective January 1, 2011, the Tier 1 Water Supply Rate is $104 per acre-foot and the Tier 2
Water Supply Rate is $280 per acre-foot.
Delta Supply Surcharge: This new charge, which began in 2010, was created to reflect the impact of Delta
pumping restrictions on MWD’s financing. It is designed to recover the costs of additional supply that MWD faces
as a result of the pumping restrictions (such as purchases from the Drought Bank, additional purchases from PVID,
Yuma Desalter, etc.), lost value in supplies available from the SWP, and the cost of personnel and consultants
working to develop improved supply and ecological conditions in the Delta. This surcharge will be added on all
Tier 1 sales, as well as included as part of the cost of water purchased under the replenishment and interim
agricultural water programs. It is envisioned that the charge would be phased out as interim Delta improvements
ease pumping restrictions. Effective January 1, 2011, the Delta Supply Surcharge is $51 per acre-foot.
System Access Rate: The System Access Rate is intended to recover a portion of the costs associated with
the conveyance and distribution system, including capital, operating and maintenance costs. All users (including
member agencies and third-party wheeling entities) of the MWD system will pay the System Access Rate. Effective
January 1, 2011, the System Access Rate is $204 per acre-foot.
Water Stewardship Rate: The Water Stewardship Rate will be charged on a dollar per acre-foot basis to
collect revenues to support MWD’s financial commitment to conservation, water recycling, groundwater recovery
and other water management programs approved by MWD. The Water Stewardship Rate will be charged for every
acre-foot of water conveyed by MWD. Effective January 1, 2011, the Water Stewardship Rate is $41 per acre-foot.
System Power Rate: The System Power Rate will be charged on a dollar per acre-foot basis to recover the
cost of power necessary to pump water from the State Water Project and Colorado River through the conveyance
and distribution system for MWD’s member agencies. The System Power Rate will be charged for all MWD
supplies. Entities wheeling water will continue to pay the actual cost of power to convey water on the State Water
Project, the Colorado River Aqueduct or the MWD distribution system, whichever is applicable. Effective
January 1, 2011, the System Power Rate is $127 per acre-foot.
Treatment Surcharge: MWD will continue to charge a treatment surcharge on a dollar per acre-foot basis
on treated deliveries. The treatment surcharge is set to recover the cost of providing treated water service, including
capital and operating costs. Effective January 1, 2011, the Treatment Surcharge is $217 per acre-foot.
MWD Fixed Charges. In addition to the rates and charges discussed above, MWD also levies fixed charges
on its member agencies. The Water Authority treats these charges as direct pass-through costs and allocates them to
member agencies based upon water deliveries.
Capacity Reservation Charge: The Capacity Reservation Charge is a fixed charge levied on the maximum
per day demand placed with the system by the member agency. Effective January 1, 2011, the Capacity Charge is
$7,200 per cubic foot second of maximum daily flow requested. The Water Authority’s Board has directed that the
Capacity Reservation Charge will be recovered proportionately based on a five-year rolling average of member
agency flows during coincidental peak weeks. For the calendar year 2011 the charge is $9,204,480.
Readiness-to-Serve Charge: MWD’s “Readiness-to-Serve” (“RTS”) charge is designed to recover the
principal and interest payments on non-tax supported debt service issued to fund capital improvements necessary to
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meet continuing reliability and water quality needs associated with current demands. For fiscal year ending June 30,
2011 the Water Authority’s RTS charge is $31,291,362.
MWD member agencies have the option to utilize MWD’s existing standby charge as a means to collect
their RTS charge. Standby charge collections are credited against the member agencies’ RTS charges. The Water
Authority has elected to collect a portion of its RTS charge through standby charges. The standby charge levied
within the Water Authority’s service area to finance the Water Authority’s RTS obligation is presently $11.51 per
parcel. These charges generated $12,745,381 in the fiscal year ended June 30, 2011. Standby charges are classified
as assessments by the terms of Article XIIID of the California Constitution. See CONSTITUTIONAL
LIMITATIONS.
The net RTS charge to the Water Authority for the fiscal year ending June 30, 2011 is $18,596,491, which
includes MWD’s administrative fees, and is passed through to the Water Authority’s member agencies. The net
RTS charge is allocated among MWD member agencies on the basis of each agency’s ten-year rolling average of
firm demands (including water transfers and exchanges conveyed through system capacity). This allocation is
revised each year.
Other MWD Levies and Impositions. MWD also levies ad valorem taxes on property within the Water
Authority’s service area, which MWD collects directly from San Diego County.
MWD Water Rate Challenge. On June 11, 2010, the Water Authority filed a lawsuit challenging MWD’s
water rates for 2011 and 2012. The litigation is currently pending in Superior Court in the County of San Francisco,
California, Case No. CPF-10-510830. The suit alleges that MWD improperly overcharges for the transportation of
water. The Water Authority is the single largest user of MWD transportation services. The Water Authority uses
MWD facilities to transport conserved Colorado River water from IID and the lining of portions of the
All‐American and Coachella canals. The Water Authority has formally protested payment of MWD’s rates after
January 1, 2011 and has demanded that MWD escrow approximately $38 million pursuant to the agreement between
the Water Authority and MWD for the transportation of the conserved Colorado River water. A trial date has not
been set, but it is anticipated to occur in 2011.
Cost of IID Water
The rate charged for untreated IID water for calendar year 2011 is $818 per acre-foot inclusive of the
MWD wheeling charge. The cost of the IID water consists of (1) the price paid to IID, and (2) the MWD charge for
exchanging the transfer water at Lake Havasu for a like amount delivered to the Water Authority in its service area.
On December 21, 2009 the Water Authority and IID settled a dispute over the price per acre-foot for conserved
water and executed a Fifth Amendment to the Water Transfer Agreement. Pursuant to the amendment, the price per
acre-foot for IID water (exclusive of MWD transportation charge) for calendar years 2012 through 2015 is as
follows:
Calendar Year

Price per Acre-Foot

2012
2013
2014
2015

$491
540
594
624

For calendar years 2016 through 2034, the price per acre-foot will be based on the annual increase in the Gross
Domestic Product Implicit Price Deflator as published by the Bureau of Economic Analysis of the United States
Department of Commerce in the Survey of Current Business applied to the prior year price per acre-foot. Under the
Fifth Amendment to the Water Transfer Agreement the Water Authority paid IID six million dollars ($6,000,000) on
December 31, 2009 and fifty million dollars ($50,000,000) on October 1, 2010, If a transfer stoppage occurs as a
result of pending QSA litigation after the fifty million dollar payment is made, IID shall pay to the Water Authority
the following amount , as identified on the table set forth below.

OHS WEST:261157843.5
Page 321 of 563

43

Transfer
Stoppage Date

Amount of IID
Repayment

2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021-2034

$49,000,000
$32,000,000
$25,000,000
$20,000,000
$15,000,000
$12,000,000
$9,000,000
$6,000,000
$5,000,000
$5,000,000
$5,000,000
$0

See WATER AUTHORITY WATER SUPPLY – Quantification Settlement Agreement - Quantification
Settlement Agreement Related Litigation. Beginning in 2035, either the Water Authority or IID can, if certain
criteria are met, elect a market rate price through a formula described in the Water Transfer Agreement. The 2011
adopted cost for MWD’s exchange of water, or the wheeling rate, is $372 per acre-foot from January 1 through
December 31, 2011. The adopted rate for 2012 is $396 per acre-foot from January 1 through December 31, 2012.
Future wheeling rates shall be equal to the charge set by MWD pursuant to applicable law and regulation generally
applicable to the conveyance of water by MWD on behalf of its member agencies. See Cost of MWD Water.
See INFORMATION CONCERNING THE METROPOLITAN WATER DISTRICT OF
SOUTHERN CALIFORNIA
Cost of Water Conserved from Canal Lining Projects
The Water Authority will not pay a supply cost for water received from the AACLP and CCLP; however,
an estimated $10 per acre-foot will be necessary for operations and maintenance expenses at the canals. Any
construction cost that exceeds State funding will be recovered in the Melded M&I Supply Rate. The total project
cost of the CCLP was $129 million of which $84 million was available from the State General Fund and Proposition
50 funds. The total project cost for the AACLP was $319 million of which $170 million was available from the
State General Fund, Proposition 50 funds, and Proposition 84 funds. The Water Authority financed the costs that
exceeded State funding on both canal lining projects. The Water Authority will pay MWD the same wheeling rate
for this water as it will pay for the IID transfer water. See WATER AUTHORITY WATER SUPPLY Quantification Settlement Agreement.
Cost of Seawater Desalination Water from Carlsbad Facility
In July 2010, the Water Authority and Poseidon agreed to a term-sheet that will serve as the foundation of a
future water purchase agreement between the Water Authority and Poseidon. Contained within the term-sheet is a
commitment by Poseidon to a unit cost for water from the facility at a price calculated to be $1,661 per acre-foot, in
2010 dollars. This price is subject to finalization of construction, operating, and financing costs and completion of
the water purchase agreement.
Fixed Rate Debt
The Water Authority has no voter-authorized general obligation water bonds and there are no authorized
but unissued general obligation bonds of the Water Authority.
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Prior Obligations comprised of 1997A Certificates, 1998A Certificates, 2002A Certificates, 2004A
Certificates, 2005A Certificates, 2008A Certificates, 2010A Bonds and 2010B Bonds in aggregate principal
amounts of $6,110,000, $11,685,000, $236,750,000, $425,000,000, $107,455,000, $558,015,000, $98,495,000, and
$526,135,000, respectively, are currently outstanding. The 2011A Bonds are payable from Net Water Revenues on
a parity with all outstanding fixed rate debt.
Commercial Paper Program
The Water Authority’s only form of variable rate debt outstanding consists of commercial paper notes,
which was issued in an initial aggregate principal amount of $40,000,000 in November 1995 and are currently
outstanding in the amount of $360,000,000. The commercial paper notes are Subordinate Obligations under the
General Resolution and are payable from Net Water Revenues on a basis subordinate to payment of the Prior
Obligations. The Water Authority currently has lines of credit providing liquidity for its commercial paper program
provided by Bayerische Landesbank, acting through its New York Branch; BNP Paribas; Barclays Bank PLC; Wells
Fargo Bank, National Association; and Citibank, N.A. The Water Authority currently projects to commence the
reduction of the amount of outstanding commercial paper in 2020. None of the Water Authority’s debt obligations
are variable rate demand obligations, and the Water Authority has no interest rate exposure relating to auction rate
securities. The Water Authority has not entered into any interest rate swap agreements or similar hedging
arrangements with respect to its outstanding debt obligations, nor is it permitted to do so under its current debt
management policy.
The following table sets forth the series of commercial paper notes, the provider of each line of credit
supporting such series, the facility expiration date, and the principal component supported by each facility.

Series

Line of Credit Provider

Facility Expiration
Date

Principal Amount of Notes
Supported

1
4
5

Bayerische Landesbank, acting through its New
York Branch
Barclays Bank plc
Wells Fargo Bank, National Association

June 30, 2013
June 29, 2013
June 29, 2014

$110,000,000
$100,000,000
$100,000,000

Citibank, N.A.

June 29, 2014

$50,000,000

6
Total

$360,000,000

Future Financial Commitments Related to the QSA
Socioeconomic Mitigation Payments. On May 8, 2007 the Water Authority and IID executed an agreement
that settled all disputes related to the payment by the Water Authority for potential third-party socioeconomic
impacts from the water transfer. The value of the settlement was $50 million, of which the Water Authority agreed
to pay $40 million. The Water Authority has already paid $19.4 million into a fund for potential socioeconomic
impacts and the remaining $20.6 million will be paid in equal annual installments of $2.94 million between 2011
and 2017. IID and the Water Authority recognize that in exchange for the commitments in the settlement agreement
between the two parties, IID will remain solely responsible for any additional socioeconomic mitigation funding
necessary to mitigate the impacts of the IID fallowing program for transfer of conserved water to the Water
Authority and to mitigate impacts on the Salton Sea in connection with the water transfer should the SWRCB, the
California Legislature, or any court order additional funding for such purpose.
Water Authority Prepayment for Water. Pursuant to the Revised Fourth Amendment to the Conserved
Water Transfer Agreement between IID and the Water Authority, in December 2007 the Water Authority made a
payment of $10 million to IID for future deliveries of water. Beginning in 2018 through the end of 2033, if not
repaid sooner, IID will credit the Water Authority’s monthly invoice $55,555.56 plus interest accrued after 2018.
QSA JPA Environmental Mitigation Payments. Pursuant to the QSA Funding Agreement, the Water
Authority is scheduled to make annual payments through 2025 in support of the environmental mitigation
requirements related to the QSA. See WATER AUTHORITY WATER SUPPLY – Quantification Settlement
Agreement.
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Financial Management Policies
In August 2006, the Board adopted two enhancements to the Water Authority’s financial management
policies. These policy enhancements are being phased-in over a three year period. The adopted enhancements
include setting a 1.50x coverage target for senior lien debt service (1.00x coverage excluding capacity charges) and
setting a new target and maximum fund balance for the Rate Stabilization Fund.
The new target for debt service coverage is designed to both enhance the Water Authority’s credit ratings
and increase the cash funding of the CIP. As a result of the increased cash funding of the CIP, the Water Authority
anticipates cash will be used to fund approximately 23 percent of the projected CIP expenditures. Due to short term
volatility in water sales, the Water Authority is not expected to return to the target level of 1.50x until fiscal year
ended June 30, 2014
The Rate Stabilization Fund is designed to mitigate the negative financial impacts of decreased water sales
resulting from wet weather. The enhanced Rate Stabilization Fund target balance is equal to the negative financial
impact of 2.5 years of wet weather and the maximum fund balance is set equal to the negative financial impact of
3.5 years of wet weather. As of June 30, 2010, the Water Authority had approximately $43.43 million on deposit in
the Rate Stabilization Fund. The Rate Stabilization Fund provides financial protection against drought-induced
reductions in water sales as well. While the Water Authority is not obligated to maintain any funds in the Rate
Stabilization Fund, achieving the target level is a long-term goal.
Cash and Investments
The Water Authority’s cash and investments are segregated by restricted and unrestricted amounts.
Restricted cash and investments include the Pay Go, Bond and Debt Service Reserve funds. At June 30, 2010, the
breakdown between restricted and unrestricted amounts is as follows:
Current assets:
Cash and investments
Restricted cash and investments
Total current assets
Noncurrent assets:
Cash and investments
Restricted cash and investments
Total noncurrent assets
Total cash and investments

$ 96,667,087
565,858,310
$662,525,397
$ 37,678,064
216,097,708
$ 253,775,772
$ 916,301,169

See APPENDIX A - WATER AUTHORITY FINANCIAL STATEMENTS.
Investment Policy
The investment policies and practices of the Board of Directors and the Treasurer of the Water Authority
are based upon limitations placed on it by governing legislative bodies. These policies have three primary goals:
1.

To assure compliance with all Federal, State and local laws governing the investment of monies
under the control of the Treasurer.

2.

To protect the principal monies entrusted to the Water Authority.

3.

To generate the maximum amount of investment income within the parameters of the Water
Authority’s Annual Statement of Investment Policy.

The primary objectives of the Water Authority’s investment policy are:
•

Safety

•

Liquidity
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•

Yield (after the basic requirements of safety and liquidity have been met)

•

Public trust (participants in the investment process are custodians of the public trust)

The Board of Directors reviews and amends the Water Authority’s investment policy from time-to-time.
HISTORICAL OPERATING RESULTS

Water Authority Revenues
Water Sales Revenues. The following table provides the total water sales by the Water Authority during
the fiscal years ended June 30, 2006 through June 30, 2010 that resulted in the water sales revenue in the “Gross
Receipts from Water Authority Water Sales” table.
Historical Water Authority Water Sales
Water Authority
Fiscal Years
Water Sales (af)
Ended June 30
2006
581,213
2007
660,455
2008
613,095
2009
557,762
2010
492,350

The following table provides a summary of the Water Authority’s gross receipts from water deliveries to
member agencies for the fiscal years ended June 30, 2006 through June 30, 2010.
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GROSS RECEIPTS
FROM WATER AUTHORITY WATER SALES1
Fiscal Years Ended June 30
(In Thousand Dollars)
MEMBER AGENCY
Carlsbad M.W.D.
Del Mar, City of
Escondido, City of
Fallbrook P.U.D.
Helix W.D.
Lakeside W.D.2
Oceanside, City of
Olivenhain M.W.D.
Otay W.D.
Padre Dam M.W.D.2
Pendleton Military Reservation
Poway, City of
Rainbow M.W.D.
Ramona M.W.D.
Rincon del Diablo M.W.D.
San Diego, City of
San Dieguito W.D.
Santa Fe I.D.
Sweetwater Authority 3
Vallecitos W.D.
Valley Center M.W.D.
Vista I.D.
Yuima M.W.D.
Total 4

1

2
3
4

2006
12,520
679
11,322
8,418
16,286
0
16,056
11,212
24,327
11,848
44
7,297
14,003
5,932
4,771
100,761
2,985
5,397
2,869
11,307
20,860
8,390
1,358
$ 298,642

2007
13,862
760
13,764
9,499
20,062
1,331
18,001
12,083
25,709
11,694
59
7,962
15,986
5,933
5,191
117,018
2,990
5,822
4,490
13,212
24,276
11,402
1,552
$ 342,658

$

$

2008
$ 11,751
738
15,250
8,153
21,163
2,511
18,253
15,923
21,129
9,243
38
8,090
14,149
6,124
3,973
124,187
2,644
5,135
6,605
13,155
20,670
12,314
1,849
$ 343,047

2009
$14,281
740
12,810
9,738
27,076
2,953
18,984
14,157
26,211
10,670
63
8,431
16,989
5,367
5,478
121,901
2,356
5,060
6,430
14,081
22,441
11,250
1,311
$ 358,778

2010
16,194
838
14,811
10,972
21,472
3,135
19,668
14,279
29,330
11,555
63
7,733
18,823
6,155
5,809
140,194
1,958
4,746
9,900
15,114
25,505
13,145
2,041
$ 393,440
$

Gross sales represent total water sales invoiced less adjustments for certain items such as agricultural and reclaimed water, treatment
credits, and infrastructure access charges. Totals may not add due to rounding,
Padre Dam M.W.D. was reorganized into Padre Dam M.W.D. and Lakeside W.D. in 2007.
Represents sales to the City of National City and South Bay I.D. for which Sweetwater Authority acts as purchasing agent.
In addition to the total water sales revenue shown, in some years the Water Authority has also received a minor amount of revenues from
adjacent water districts that provide water to customers within the Water Authority’s service area under operating agreements. These
revenues are not included in this chart.

Water Standby Availability Charges. Total revenues from water standby availability charges for fiscal
years ended June 30, 2009 and June 30, 2010 were $11,311,384 and $11,240,386, respectively.
System Capacity Charges. In 1989, the Act was amended to give the Water Authority the power to fix and
impose capacity charges upon each member agency within the Water Authority or upon the ultimate users of water
delivered by the Water Authority to the member agency. It is the policy of the Board that revenues from this source
will be restricted to pay construction expenditures under the CIP and to pay debt service. The current capacity
charge is $4,326 per connection under one inch. A factor, depending on the size of the larger meter, is applied to
such base charge to determine the cost of each larger meter. Total revenues from system capacity charges collected
for fiscal years ended June 30, 2009 and June 30, 2010 were $12,805,268 and $9,909,451, respectively.
Treatment Capacity Charges. In May 2005, the Board also approved the creation of a Treatment Capacity
Charge to help fund the Water Authority’s regional water treatment facility. The charge recovers a portion of the
capital costs from the future users of the facility. Total revenues from system capacity charges collected for fiscal
years ended June 30, 2009 and June 30, 2010 were $460,340 and $389,477, respectively.
Infrastructure Access Charges. The IAC charges collected for fiscal years ended June 30, 2009 and
June 30, 2010 were $19,389,790 and $21,241,060, respectively.
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Other Operating Revenues. Total revenues from hydroelectric sales for the fiscal years ended June 30,
2009 and June 30, 2010 were $1,012,373 and $1,208,178, respectively. Other operating revenues from fiscal years
ended June 30, 2009 and June 30, 2010 totaled $1,736,181 and $950,738, respectively.
Property Tax Revenues. Ad valorem tax revenues allocated to the Water Authority by the County, net of
ERAF payments and refunds for the fiscal years ended June 30, 2009 and June 30, 2010, totaled $8,760,552 and
$8,341,559, respectively. In-lieu revenue for the fiscal years ended June 30, 2009 and June 30, 2010 totaled
$1,706,932 and $1,630,065, respectively.
Operating Expenses and Depreciation and Amortization
The primary component of the Water Authority’s operating expenses consists of the cost of water sales.
The cost of water sales primarily consists of water purchases from MWD. For the fiscal years ended June 30, 2009
and June 30, 2010, the cost of water sales was $269,835,859 and $291,385,187, respectively. The balance of
operating expenses consists of operations and maintenance, planning and reclamation and general and administrative
costs. For the fiscal years ended June 30, 2009 and June 30, 2010, these costs totaled $42,723,519 and $39,395,044,
respectively. Depreciation and amortization charges for the years ended June 30, 2009 and June 30, 2010 totaled
$30,038,388 and $30,657,250, respectively.
Summary of Historical Operating Results
The following table summarizes the Water Authority’s operating revenues, operating expenses and net
revenues for the five fiscal years ended June 30, 2006 through June 30, 2010. Depreciation and amortization
expenses are neither operating expenses nor debt service and are not reflected in the table. The operating revenues,
operating expenses and net water revenues in each of said fiscal years shown are derived from the Financial
Statements of the Water Authority. The Financial Statements of the Water Authority for the years ended June 30,
2010 and June 30, 2009 and the report thereon of Lance, Soll & Lunghard L.L.P., Independent Auditors, are
included as Appendix A to this Official Statement. The following table should be read in conjunction with such
Financial Statements. Lance, Soll & Lunghard L.L.P. have not reviewed the following table.
The Water Authority experienced a dramatic decrease in fiscal year ended June 30, 2010 water sales
volumes as a result of extraordinary regional water conservation efforts. However, because the Water Authority’s
rate and charge structure is comprised of a balanced mix of fixed and commodity charges, water sales revenues were
down 14% while the cost of water was down 16% from previous projections. Combined with aggressive cuts to the
Operations and Maintenance budget and higher than expected capacity charge revenues, the Water Authority was
able to achieve the Board’s target senior lien debt service coverage target of 1.50x.
Debt Service Coverage has been calculated in accordance with the provisions of the General Resolution,
which excludes deposits to the RSF from Water Revenues and includes withdrawals from the RSF as Water
Revenues. In fiscal years ended June 30, 2009 and June 30, 2010 no transfers were made from the RSF. The Debt
Service Coverage ratios for fiscal years ended June 30, 2009 and June 30, 2010 were 1.50x and 1.50x, respectively.
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HISTORICAL OPERATING RESULTS
(In Thousand Dollars)*
(Fiscal Years Ended June 30)

Operating Revenues:
Water Sales 1
Water Standby Availability Charge
Capacity Charges 2
Infrastructure Access Charges 2
Total Operating Revenues
Plus Withdrawals from or Minus Deposits to
the Rate Stabilization Fund
BABs Interest Rate Subsidy 3
Non-Operating Revenue 4
Total Revenues 5
Operating Expenses 6
MWD Water Purchases
Other Maintenance & Operations Costs 7
Total Operating Expenses
Application of Net Tax Receipts
Net Operating Expenses
Net Water Revenue Available for Debt Service
Revenue Supported Debt Service 8
1993 Certificates
1997 Certificates
1998 Certificates
2002 Certificates
2004 Certificates
2005 Certificates
2008 Certificates
2010A&B Bonds
Total Prior Obligation Debt Service
Subordinate Obligation Payments 11
Commercial Paper 12
Balance Available After Debt Service and
Subordinate Obligation Payments
Prior Obligation Debt Service Coverage Ratio
Debt Service Coverage Ratio (Build America
Bonds adjustment)
Debt Service and Subordinate Obligation
Coverage Ratio 16

2006

2007

2008

2009

2010

$299,084
10,942
33,870
13,864
357,760

$343,082
11,140
31,081
16,188
401,491

$343,456
11,256
23,884
17,458
396,054

$359,952
11,311
13,266
19,390
403,919

$387,871
11,240
10,299
21,241
430,651

3,762
—
12,521
374,043

(5,680)
—
14,301
410,112

3,866
—
14,084
414,004

—
—
8,268
412,187

—
4,615
4,372
439,638

233,690
29,635
263,325
4,054
259,271
114,772

266,349
34,524
300,873
8,590
292,283
117,829

262,538
36,919
299,457
10,303
289,154
124,850

269,836
42,724
312,560
10,467
302,093
110,094

291,385
39,395
330,780
9,972
320,808
118,830

14,344
21,221
2,930
18,347
20,929
5,581
—
—
83,352
—
3,514

14,393
21,692
2,930
18,343
20,929
5,581
—
—
83,868
—
4,40213

14,395
20,864
2,930
18,345
20,929
5,581
—
—
83,044
—
3,53614

14,352
1,358
2,732
18,343
20,929
5,581
9,7679
—
73,062
—
7,071

27,906
1.38x

29,559
1.40x

38,270
1.50x

29,961
1.50x

1.38x

1.40x

1.50x

1.50x

1.53x

1.32x

1.33x

1.44x

1.36x

1.44x

—
1,358
1,347
18,342
20,929
5,581
26,29110
5,58510
79,433
—
3,197
36,200
1.50x

_________________________________________________________________
*
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16

Some amounts are prepared on a basis other than the generally accepted accounting principles.
Water sales represent accrued sales to member agencies, as well as a small amount of revenues from the treatment of raw water and certain
miscellaneous income items.
Infrastructure access charge was implemented January 1999 and is levied on retail water meters within the service area.
Build America Bonds receive a 35 percent subsidy of interest payable from the United States Treasury.
Non-operating revenue consists of interest earnings on Water Authority funds (excluding interest earnings on bond proceeds) and other
revenues (hydroelectric sales, penalties, etc.).
Total revenues include amounts transferred to and from the Rate Stabilization Fund, and excludes interest on debt proceeds, property taxes,
contributions in aid of capital assets, and CIP grant reimbursements.
Operating expenses exclude depreciation and amortization expenses.
Includes operations, maintenance, planning, and general and administrative costs; excludes capital equipment purchases.
Includes only debt service on Water Authority indebtedness payable from net water revenues and excludes debt service paid from tax
revenues. Senior lien debt service does not include trust fees.
Excludes $18,023,409 interest payment on 2008A COPs which was paid with bond proceeds.
Excludes $1,500,000 interest payment on the 2008A COPs and $9,530,000 interest payment on the 2010A & B Bonds, which was paid with
bond proceeds.
The Water Authority has no outstanding subordinate obligation long-term debt at this time.
Commercial paper (CP) costs include interest and program fees.
Excludes $7,995,111 interest payment on 2006 CP which was paid with commercial paper proceeds.
Excludes $9,783,772 interest payment on 2006 CP which was paid with commercial paper proceeds.
Adjusted to treat federal interest subsidy payments for Build America Bonds as a reduction in Debt Service rather than as an addition to Other
Revenues. See SECURITY AND SOURCES OF PAYMENT – Rate Covenant.
Coverage ratios do not include program fees.
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PROJECTED OPERATING RESULTS
The Water Authority’s Long-Range Financing Plan (“LRFP”) serves as the financial foundation supporting
the long-term strategic objectives of the Water Authority to deliver a safe and reliable water supply to member
agencies. The development and update of the LRFP is a collaborative process involving significant member agency
input and review at both the staff and Board levels. The plan is based upon the Water Authority’s Facilities Master
Plan and provides long-term forecasts of revenues and expenditures for both operating and capital investment
activities. It also contains detailed discussions of fund policies and investment objectives, capital financing sources
and strategies, reserve policies, and sensitivity analyses. The plan was last updated and adopted by the Board in
April 2008 and serves as the foundation for the capital financing plan incorporated into the projections presented
herein. The LRFP is not part of this Official Statement and is not incorporated by reference herein.
In January 2007, the Water Authority’s Board of Directors created the Comprehensive Reliability and Cost
Assessment Ad-Hoc (“CRACA”) Committee to review the CIP and analyze the impact of CIP changes on water
supply reliability and rates and charges. The CRACA Committee evaluated each CIP project based upon its
contribution to system reliability and cost. Projects identified with a low impact on reliability and high cost were
considered for re-prioritization, deferral or removal from the CIP. The CRACA Committee also developed a
comprehensive set of assumptions to be used for planning purposes. These assumptions include conservation,
development of local supplies, water sales, population and others. The Committee’s findings and recommended CIP
scenario (the “Baseline Scenario”) was adopted by the Water Authority’s Board of Directors in March 2007. The
Baseline Scenario provides the underlying assumptions upon which the projected results are based. Should the
Water Authority’s Board of Directors approve additional capital projects in the future, this would need to be
incorporated into the budget process and projections would need to be modified.
In mid-2008, in response to the extraordinary water supply and economic conditions facing the Water
Authority, the CRACA committee reconvened to develop early guidance on future rate and charge levels to support
Water Authority and member agency financial planning. Since the 2004 Master Plan was validated during the 2007
CRACA process, the CRACA “Lite” scope was narrowed to focus on supply related issues, re-costing major CIP
projects, project scheduling and updating the other foundational assumptions, specifically MWD’s rates and charges. At
the time this process was initiated, there was significant uncertainty regarding the water supply and MWD rates and
charges. Therefore, the CRACA committee developed a high and a low rate scenario to bookend the potential
outcomes. In February 2009, the Board adopted the Committee’s recommendation for using the high rate scenario
for the development of the fiscal years 2010 and 2011 Recommended Budget and calendar year 2010 rates and
charges.
In late 2010, in response to the continued economic downturn, prolonged drought, water supply challenges
facing the region and significant reductions in water demands, the CRACA Committee was reconvened to review
the CIP program again. The focus of this review was on the impact water demand may have on the need to
construct certain new facilities and to identify any that could be re-prioritized. Based upon their review, the
Committee recommended that 14 projects or approximately $150 million in CIP expenditures be delayed so as to
better align construction with the need for the project.
The following table showing the projection of Water Authority revenues, expenses and debt service
coverage for the five-year period ending June 30, 2015, to reflect the terms of the 2011A Bonds and the refunding
described in FINANCING PLAN, has been prepared by the Water Authority and reflects certain significant
assumptions. It is based upon the Water Authority’s judgment of the most probable occurrence of certain important
future events and upon certain information provided to it. The assumptions described below are material in the
development of the Water Authority’s financial projections, and variations in the assumptions may produce
substantially different financial results. Actual operating results achieved during the projection period may vary
from those presented in the projection and such variations may be material. The Water Authority’s independent
auditors, Lance, Soll & Lunghard, L.L.P., have not examined, reviewed, or compiled the accompanying projections
and accordingly, they assume no responsibility for such projections.
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PROJECTED OPERATING RESULTS
(In Thousand Dollars)
(Fiscal Years Ending June 30)
Operating Revenue
Water Sales1
Water Standby Availability Charge
Capacity Charges2
Infrastructure Access Charges3
Interest Rate Subsidy Payments4
Other Revenues5
Total Operating Revenue
Withdrawals from (less Deposits to) Rate
Stabilization Fund
Non-Operating Revenue - Interest Income
Total Revenue
Operating Expenses6
Cost of Sales7
Other Maintenance & Operations Costs8
Other Expenses
Total Operating Expenses
Application of Net Tax Receipts
Net Operating Expenses
Net Water Revenue Available for Debt
Service
Debt Service9
1997A Certificates
1998A Certificates
2002A Certificates
2004A Certificates
2005A Certificates
2008A Certificates
2010A&B Bonds
Additional Prior Obligations
Total Debt Service
Subordinate Obligation Payments10
Balance Available After Debt Service and
Subordinate Obligation Payments
Debt Service Coverage Ratio (per General
Resolution)
Debt Service Coverage Ratio (Build America
Bonds adjustment)11
Debt Service and Subordinate Obligation
Coverage Ratio12

1
2
3
4
5
6
7

8

9
10
11

12

2011

2012

2013

2014

2015

$ 366,677
11,170
10,363
24,508
11,303
1,265
425,286

$ 434,684
11,105
10,576
27,700
11,303
1,173
496,541

$ 509,118
11,128
10,789
29,278
11,303
1,181
572,797

$ 607,676
11,162
11,005
31,526
11,303
1,890
674,562

$ 663,807
11,196
11,225
34,017
11,303
4,017
735,565

5,350
4,176
434,812

3,820
500,361

5,241
578,038

(8,710)
8,487
674,339

(24,554)
10,981
721,992

261,211
43,217
304,428
10,423
294,005

308,237
45,909
354,146
10,374
343,772

358,631
47,112
405,743
10,582
395,161

436,080
48,526
484,606
10,794
473,812

480,522
50,341
530,863
11,009
519,854

140,807

156,589

182,877

200,527

202,138

18,690
555
18,341
20,929
5,581
26,291
13,807
104,193
8,362

6,403
555
18,339
20,929
17,208
29,643
16,227
109,304
8,325

555
18,335
20,929
17,127
36,776
37,017
130,739
11,200

555
18,332
20,929
16,852
38,181
38,587
133,435
14,075

555
18,326
20,929
17,113
38,071
39,514
134,508
18,098

28,252

38,960

40,938

53,017

49,532

1.35x

1.43x

1.40x

1.50x

1.50x

1.39x

1.48

1.44x

1.55x

1.55x

1.31x

1.37x

1.32x

1.39x

1.36x

See “Water Sales Revenue” for water-sales and water-rate projects.
Includes System Capacity Charge and Treatment Capacity Charge revenues.
See “Infrastructure Access Charge” for an explanation of this charge.
Build America Bonds receive a 35 percent subsidy of interest payable from the United States Treasury.
Includes minor revenues from hydroelectric sales, developer fees, etc.
Excludes depreciation and amortization charges.
Reflects the Water Authority’s MWD rate estimates and includes the operating costs of the Water Authority’s Twin Oaks
Valley Water Treatment Plant.
Excludes the operating costs of the Water Authority’s Twin Oaks Valley Water Treatment Plant and minor capital equipment
purchases.
Excludes trustee fees.
Includes assumed debt service on subordinate obligations, including interest and program fees on Commercial Paper Notes.
Adjusted to treat federal interest subsidy payments for Build America Bonds as a reduction in Debt Service rather than as an
addition to Other Revenues. See SECURITY AND SOURCES OF PAYMENT – Rate Covenant.
Coverage ratios do not include program fees.
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Projected Operating Revenue
Water Sales Revenue. Projected water sales revenue is based on the amount of water projected to be
purchased by member agencies from the Water Authority and the prices charged by the Water Authority for such
water. The forecast of water sales has taken into consideration estimates made by MWD about the availability of
water supplies for delivery to its member agencies, including the Water Authority, and considers the water available
through the contractual commitments of the QSA. See WATER AUTHORITY WATER SUPPLY –
Quantification Settlement Agreement – Quantification Settlement Agreement Related Litigation.
Fiscal year ending June 30, 2011 is proving to be a challenging year. Having recorded the 5th coolest July
since the 1930’s and the 9th wettest December since 1850, water sales have significantly lagged projections. Water
sales for fiscal year 2011 are projected to be 410,320 acre feet, which marks a 38% decrease in total sales from the
fiscal year ended June 30, 2007. In an effort to mitigate the financial impact of the reduced water sales in fiscal year
ending June 30, 2011, the Water Authority has executed cost saving measures. The financial projections are based
upon the updated fiscal year ending June 30, 2011 water sales projections.
On April 12, 2011, the MWD Board of Directors determined that supply allocation was no longer
warranted for fiscal years ending June 30, 2011 and June 30, 2012 and elected to terminate, effective April 13, 2011,
implementation of the 2010/2011 Water Supply Allocation Plan (WASP) Level 2 and the Condition 3 – Water
Supply Allocation declaration. In addition, the 2011 Interim Agricultural Water Program reductions were lifted.
These actions ended the longest period of water allocation in MWD’s long history.
While the region’s water supply picture has brightened due to the removal of drought restrictions and above
average snowfall in California and the Colorado River Basin, the long term impact of the region’s recent water
conservation efforts is unclear. Because it is unlikely that water demands will immediately rebound to their predrought levels, water sales projections incorporate gradual recovery in water sales. The projections also include a
structural change in the region’s water demands as a result of behavioral changes that resulted in response to the
conservation efforts. This recalibrates the water sales projections to fiscal year ended June 30, 2010 sales, which is
seen as the new baseline for the future average water demands.
The largest determinant of the Water Authority’s long-term projected water sales is expected demand from
its member agencies. The demand forecast includes both municipal and industrial (“M&I”) water demand and
agricultural water demand. For M&I demand, which accounts for approximately 90 percent of total water demand
within the Water Authority’s service area, the Water Authority uses a computer model developed by Planning and
Management Consultants, Ltd. (“PMCL”), to forecast sectorial based regional water demands. The “CWA-MAIN,”
model utilizes data from the SANDAG’s 2030 Regional Forecast, including number of persons per household by
housing type, housing density, household income and employment counts by major industry group. This
demographic and economic data are used by the model to compute water demand trends anticipated to occur in the
Water Authority’s service area over the next 20 years. The model also includes assumptions concerning pricing and
water conservation in the post-1990 period. The Water Authority anticipates below normal demands in fiscal years
ending June 30, 2011 and June 30, 2012 due to 1) above average local supplies due to above average rainfall and 2)
the residual impacts of the recent conservation efforts and rate increases on residential water demand.
Agricultural water demand accounts for approximately 10 percent of total water demand within the Water
Authority’s service area. Since the early 1990s, agricultural demands have ranged from a low of 52,000 acre-feet in
fiscal year ended June 30, 1998, to over 100,000 acre-feet in fiscal year ended June 30, 2004. Agricultural water
demand projections for the Water Authority’s service area were developed by PMCL. Forecast estimates were
based on SANDAG land use projections, crop-type distribution data from DWR, and regional crop water use
coefficients. In addition, MWD implemented a 30 percent cutback on IAWP deliveries on January 1, 2008.
Subsequent to the cutbacks, MWD began to the phase-out of the IAWP. As part of the phase-out IAWP customers
are able to opt out of the program at the start of each calendar year and become M&I customers. The Water
Authority’s Tier 1 allocation was modified to reflect the IAWP opt outs. IAWP customers that opt out of the
program may enter the Water Authority’s Transitional Special Agricultural Water Rate program. Projected
agricultural water demands through December 30, 2012 include IAWP cutbacks. All agricultural projected water
demands include the cutbacks through 2010 and are projected to remain stable through 2020.
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The following table provides the total water demand forecast used to project water sales revenue in the
“Projected Operating Results” table above. The projected increase between actual fiscal year ended June 30, 2010
and forecasted fiscal year ending June 30, 2011 Water Authority sales is attributable to both weather and
conservation efforts. As of the date of this Official Statement, water sales for fiscal year ending June 30, 2011 are
below the fiscal year ending June 30, 2011 budget forecasted amount. In January 2011, the water sales forecast was
updated to reflect the impact of both demand and weather on fiscal year 2011 water sales. The revised sales forecast
is shown in the table below and incorporated into the financial projections provided above.
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Projected Water Authority Water Sales1
Water Authority
Water
Sales (af)

Fiscal Years
Ended June 30
2011
2012
2013
2014
2015
1

410,320
434,785
465,956
486,704
504,959

Water sales projections shown are those used in most recent rate setting analyses. Projections include
the impact of the Carlsbad desalination plant.

The water sales revenue projection is also based on Water Authority water rates charged per acre-foot and
through fixed charges by the Water Authority for each fiscal year of the projection period. The Water Authority
melds the cost of water purchases from MWD and IID and adds an additional component to provide the balance of
revenues not provided through other rates and charges to finance its operating and capital costs. The charges for
water purchased from MWD have varied over recent years, and the current charges are $527 per acre-foot for
untreated non-interruptible water and $744 per acre-foot for treated non-interruptible water. The projection assumes
the MWD rate structure beginning in calendar year 2011 and assumes an annual increase that reflects supply and
future infrastructure investments (e.g. Bay-Delta improvements). Current indications are that the Water Authority
will be able to purchase the majority of its water at MWD’s Tier 1 rate. Projections assume that approximately
50 percent of the water sold is treated water sales. Furthermore, with the Water Authority’s Twin Oaks Valley
Water Treatment Plant in operation, treated water purchases from MWD are projected to be significantly lower than
in the past. The Water Authority expects that it will also pay $8.8 million as an MWD Capacity Charge annually.
The Water Authority’s Transportation Rate for calendar year 2011 is set at $75 per acre-foot, and its fixed
Customer Service and Storage Charges are set at $23.2 million and $44.3 million respectively, for calendar year
2011. By the end of the projection period, the Transportation Rate is projected to be $110 per acre-foot, and the
Customer Service and Storage Charges are projected at $32.3 and $77.6 million, respectively.
If water sales, or other expected revenues, should be less than required to meet the Water Authority’s
financial obligations, the Water Authority expects to use monies in the Rate Stabilization Fund and, if necessary, to
increase its water rates.
Water Standby Availability Charges. The number of acres or parcels to which the water standby
availability charges apply is projected based upon fiscal year ended June 30, 2010 collections and the SANDAG
2020 population forecast, indicating housing units and non-residential developed acres. Water standby availability
charge collections for the fiscal year ended June 30, 2010 were $11.2 million. Water standby availability charges
are projected to be relatively flat through fiscal year ending June 30, 2015.
Capacity Charges. In fiscal year ended June 30, 2007, the capacity charge revenue, which includes the
System Capacity and the Treatment Capacity charges revenue, peaked at $33.1 million and subsequently has
plummeted. For fiscal year ending June 30, 2010 capacity charge revenue was $10.3 million. Capacity charge
revenue is projected to stabilize in the fiscal year ending June 30, 2011 at $10.3 million. Capacity charge revenues
are then projected to slowly recover and generate approximately $11.2 million in the fiscal year ending June 30,
2015. The capacity charges are expected to be administratively adjusted annually for regional inflation.
Infrastructure Access Charge. The IAC is based upon the total household meter equivalents within each
member agency service area as of December 31st of the previous year. The intent of the IAC is to provide the Water
Authority with the balance of “fixed” revenues required to generate a 25 percent ratio of fixed revenues to fixed
expenditures, taking into account the Water Authority’s existing fixed revenues produced by the Water Standby
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Availability Charge and property taxes. The Water Authority’s Infrastructure Access Charge was set at $1.00 per
meter equivalent per month at its inception on January 1, 1999. The IAC is currently set at $2.49 per meter
equivalent and is expected to generate approximately $24.5 million in the fiscal year ending June 30, 2011, and is
expected to increase to $34.0 million by the end of the forecast period in the fiscal year ending June 30, 2015.
Increasing debt service and operating expenses will increase the amount of revenues required to be generated by the
IAC, increasing this charge to approximately $3.22 per meter equivalent per month by the end of the forecast period.
Other Operating Revenues. An additional hydroelectric facility is expected to come on line in early fiscal
year ending June 30, 2012. The facilities will generate additional revenue, bringing the total hydroelectric revenues
to $2.8 million by the fiscal year ending June 30, 2015. Total Other Operating Revenues is projected to reach $4.0
million by the fiscal year ending June 30, 2015.
Non-Operating Revenue. Non-operating revenue consists of revenues derived from the investment of
Water Authority funds, including the proceeds of debt issuances. This revenue is based upon conservative
investment earnings rates and projected fund balances during the projection period.
Property Tax Revenues. Tax revenues are used to offset certain operating expenditures of the Water
Authority. The net tax revenues and in-lieu charges were $10.4 million for the fiscal year ending June 30, 2011 and
are expected to grow to $11.0 million by the fiscal year ending June 30, 2015.
Rate Stabilization Fund Transfers. The Rate Stabilization Fund (“RSF”) was established for the purpose of
avoiding fluctuations in the water rate. Beginning in fiscal year ending June 30, 2014, no RSF withdrawals are
anticipated maintaining the current balance of $43.4 million. In the remaining fiscal years both draws to meet the
coverage target and deposits to replenish the fund balances are anticipated.
Projected Operating Expenses
MWD Water Purchases. The Water Authority purchases its water from MWD at rates set by MWD. The
Water Authority passes MWD water costs through to member agencies and adds its additional water supply rate
component. MWD’s calendar year 2011 rate is $527 per acre-foot of untreated non-interruptible water and $744 per
acre-foot of treated non-interruptible water.
The Water Authority assumes in its projections that approximately one half of the water sold is treated
water. With the commissioning of the Water Authority’s Twin Oaks Valley Water Treatment Plant, treated water
purchases from MWD are projected to decrease significantly. Historically, 90 percent of the Water Authority’s
treated water was supplied by MWD. Looking forward, more untreated water will be purchased from MWD and
treated at the Water Authority’s new treatment facility. This lowers the percent of treated water supplied by MWD
to 44 percent in calendar year 2015. This reduction in MWD treated water purchases lowers the projected cost of
MWD water but increases the Water Authority’s costs, which includes the cost of operating the new treatment
facility. Because of the MWD’s recent rate volatility, only limited rate and charge projections data is available from
MWD. As a result, the Water Authority Water projects MWD’s rates and charges based upon supply and
infrastructure cost projections.
In addition to the cost of water based upon MWD water rates, MWD also charges its member agencies a
Readiness-to-Serve Charge and a Capacity Charge.
The Readiness-to-Serve Charge (“RTS Charge”) is a fixed charge based upon average historical water
purchases by MWD member agencies. The charge is offset each year by the amount of MWD standby charge
collected within the Water Authority’s service area to produce a “net” RTS Charge payable by the Water Authority
as part of purchased water costs. The Water Authority also passes this charge through to its member agencies based
upon the identical calculation methodology used by MWD to apportion the charge among its member agencies. The
table provided below provides a projection of the RTS Charge payable by the Water Authority over the next five
fiscal years. The net RTS Charge also includes administrative costs imposed by MWD.
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Projected MWD Readiness-to-Serve Charge
Payable by the Water Authority
Fiscal Years
Ending June 30
2011
2012
2013
2014
2015

MWD Accessed
Standby Credit

Gross RTS
$31,291,362
34,608,890
35,647,157
36,716,571
37,818,069

$(12,694,871)
(12,678,803)
(12,805,591)
(12,933,647)
(13,062,983)

Net RTS Charge
$18,596,491
21,930,087
22,841,566
23,782,924
24,755,085

Cost of IID Water. The cost of IID water is projected to be $1,128 per acre-foot by the fiscal year ending
June 30, 2015, including MWD wheeling charges.
Cost of All American Canal Lining Project and Coachella Canal Lining Project Water. The cost of water
from the canal lining projects is projected to be $516 per acre-foot by the fiscal year ending June 30, 2015, including
MWD wheeling charges.
Other Maintenance and Operations Costs. Other Water Authority operating expenses, consisting of system
operations and maintenance, contracted water treatment plant operations, planning and general and administrative
costs are projected to be approximately $43.2 million in the fiscal year ending June 30, 2011, increasing to $45.9
million in the fiscal year ending June 30, 2012. Future increases due to inflation and the operation of the Water
Authority’s Emergency Storage Project are projected increasing other operating expenditures to $50.3 million in
fiscal year ending June 30, 2015.
Debt Service. During the five-year projection period, the Water Authority plans on utilizing the remaining
proceeds of the 2008A Certificates, the 2010A Bonds and the 2010B Bonds to fund the majority of CIP
expenditures. Over the projection period, long and short term debt are expected to fund approximately $580.5
million and $31.5 million of capital over the projection period, respectively. The “Projected Operating Results”
table reflects the debt service impact of anticipated new long-term debt issuance. Interest on the anticipated longterm debt issues is projected to be partially capitalized to levelize annual debt service.
In addition to the projections provided in this section, the Water Authority expects to continue the financing
of its CIP, including the Emergency Storage Project, primarily through three sources of funds: long-term, fixed rate
debt, commercial paper and cash consisting of pay-as-you-go funds and cash generated by operations. Currently,
the Water Authority anticipates funding approximately 57.3 percent of the CIP with proceeds from the issuance of
long-term, fixed rate debt, 20.4 percent from the issuance of commercial paper and the balance from cash sources.
CONSTITUTIONAL LIMITATIONS
Article XIIIA
The taxing powers of California public agencies are limited by Article XIIIA of the California Constitution,
added by an initiative amendment approved by the voters on June 6, 1978, and commonly known as Proposition 13.
Article XIIIA limits the maximum ad valorem tax on real property to one percent of “full cash value,”
which is defined as “the County Assessor’s valuation of real property as shown on the fiscal year 1975-76 tax bill
under ‘full cash value’ or, thereafter, the appraised value of real property when purchased, newly constructed, or a
change in ownership has occurred after the 1975 assessment.” The full cash value may be adjusted annually to
reflect inflation at a rate not to exceed 2 percent per year, or reduction in the consumer price index or comparable
local data, or declining property value caused by damage, destruction, or other factors.
The tax rate limitation referred to above does not apply to ad valorem taxes to pay the debt service on any
indebtedness approved by the voters before July 1, 1978, or on any bonded indebtedness for the acquisition or
improvement of real property approved by two-thirds of the votes cast by the voters voting on the proposition.
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Under the terms of Article XIIIA and pursuant to an allocation system created by implementing legislation,
each county is required to levy the maximum ad valorem tax permitted by Article XIIIA and to distribute the
proceeds to local agencies, including special districts such as the Water Authority. The allocation of property tax
revenues among special districts, while subject to certain statutory procedures and criteria, is largely discretionary
with each county.
Assessed valuation growth allowed under Article XIIIA (new construction, change of ownership and
2 percent annual value growth) is allocated on the basis of sites among the jurisdictions that serve the tax rate area
within which the growth occurs. Local agencies and schools share the growth of base revenues from the tax rate
area. Each year’s growth allocation becomes part of each agency’s allocation in the following year. The availability
of revenues from tax bases to such entities may be affected by the establishment of redevelopment agencies that,
under certain circumstances, may be entitled to such revenues resulting from the upgrading of certain property
values.
Under California law, any fee that exceeds the reasonable cost of providing the service for which the fee is
charged may be considered a “special tax,” which under Article XIIIA must be authorized by a two-thirds vote of
the electorate. Accordingly, if a portion of the Water Authority’s water user rates or capacity charges were
determined by a court to exceed the reasonable cost of providing service, the Water Authority would not be
permitted to continue to collect that portion unless it were authorized to do so by a two-thirds majority of the votes
cast in an election to authorize the collection of that portion of the rates or fees. If the Water Authority were unable
to obtain such a two-thirds majority vote, such failure could adversely affect the Water Authority’s ability to pay the
debt service with respect to the 2011A Bonds. However, the reasonable cost of providing water services has been
determined by the State Controller to include depreciation and allowance for the cost of capital improvements. In
addition, the California courts have determined that fees such as capacity charges will not be special taxes if they
approximate the reasonable cost of constructing the water system improvements contemplated by the local agency
imposing the fee.
The United States Supreme Court has upheld Article XIIIA against a challenge alleging violation of equal
protection under the Fourteenth Amendment to the United States Constitution.
Articles XIIIC and XIIID
Proposition 218, a State ballot initiative known as the “Right to Vote on Taxes Act,” was approved by the
voters on November 5, 1996. The initiative added Articles XIIIC and XIIID to the California Constitution, creating
additional requirements for the imposition by most local governments of “general taxes,” “special taxes,”
“assessments,” “fees,” and “charges.” The Water Authority and its members are local governments within the
meaning of Articles XIIIC and XIIID. Articles XIIIC and XIIID became effective, pursuant to their terms, as of
November 6, 1996, although compliance with some of the provisions was deferred until July 1, 1997, and certain of
the provisions purport to apply to any tax imposed for general governmental purposes (i.e., “general taxes”)
imposed, extended or increased on or after January 1, 1995 and prior to November 6, 1996.
Article XIIID imposes substantive and procedural requirements on the imposition, extension or increase of
any “fee” or “charge” subject to its provisions. A “fee” or “charge” subject to Article XIIID includes any levy, other
than an ad valorem tax, special tax or assessment, imposed by an agency upon a parcel or upon a person as an
incident of property ownership. Article XIIID prohibits, among other things, the imposition of any proposed fee or
charge, and, possibly, the increase of any existing fee or charge, in the event written protests against the proposed
fee or charge are presented at a required public hearing on the fee or charge by a majority of owners of the parcels
upon which the fee or charge is to be imposed. Except for fees and charges for water, sewer and refuse collection
services, the approval of a majority of the property owners subject to the fee or charge, or at the option of the
agency, by a two-thirds vote of the electorate residing in the affected area, is required within 45 days following the
public hearing on any such proposed new or increased fee or charge. In the view of the Water Authority, rates for
water usage charged by the Water Authority to its member agencies are not fees or charges under Article XIIID,
although no assurance may be given by the Water Authority that a court would not determine otherwise.
The California Supreme Court decisions in Richmond v. Shasta Community Services District, 32 Cal. 4th
409 (2004) (“Richmond”), and Bighorn-Desert View Water Authority vs. Verjil (published July 24, 2006)
(“Bighorn”) have clarified some of the uncertainty surrounding the applicability of Section 6 of Article XIIID to
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service fees and charges. In Richmond, the Shasta Community Services District charged a water connection fee,
which included a capacity charge for capital improvements to the water system and a fire suppression charge. The
Court held that both the capacity charge and the fire suppression charge were not subject to Article XIIID because a
water connection fee is not a property-related fee or charge because it results from the property owner’s voluntary
decision to apply for the connection. Under this reasoning the Water Authority’s capacity charge is not subject to
Article XIIID. In both Richmond and Bighorn, however, the Court stated that a fee for ongoing water service
through an existing connection is imposed “as an incident of property ownership” within the meaning of Article
XIIID, rejecting, in Bighorn, the Water Authority’s argument that consumption-based water charges are not imposed
“as an incident of property ownership” but as a result of the voluntary decisions of customers as to how much water
to use.
Article XIIID also provides that “standby charges” are considered “assessments” and must follow the
procedures required for “assessments” under Article XIIID and imposes several procedural requirements for the
imposition of any assessment, which may include (1) various notice requirements, including the requirement to mail
a ballot to owners of the affected property; (2) the substitution of a property owner ballot procedure for the
traditional written protest procedure, and providing that “majority protest” exists when ballots (weighted according
to proportional financial obligation) submitted in opposition exceed ballots in favor of the assessments; and (3) the
requirement that the levying entity “separate the general benefits from the special benefits conferred on a parcel” of
land. The Water Authority has not increased its water standby availability charge since the enactment of
Article XIIID. Any increase to the Water Authority’s current standby charge could require notice to property
owners and approval by a majority of such owners returning mail-in ballots approving or rejecting any imposition or
increase of such standby charge. Article XIIID also precludes standby charges for services that are not immediately
available to the parcel being charged. This could adversely impact the ability of the Water Authority and its
member agencies to collect standby charges on undeveloped land.
Article XIIID provides that all existing, new or increased assessments are to comply with its provisions
beginning July 1, 1997. Existing assessments imposed on or before November 5, 1996, and “imposed exclusively to
finance the capital costs or maintenance and operations expenses for water” are exempted from some of the
provisions of Article XIIID applicable to assessments. The Water Authority has authorized and imposed water
standby charges since 1989.
Article XIIIC extends the people’s initiative power to reduce or repeal previously authorized local taxes,
assessments, fees and charges. This extension of the initiative power is not limited by the terms of Article XIIIC to
fees, taxes, assessment fees and charges imposed after November 6, 1996 and absent other Water Authority could
result in retroactive reduction in any existing taxes, assessments, fees or charges. In Bighorn, the Court concluded
that under Article XIIIC local voters by initiative may reduce a public agency water rates and delivery charges. The
Court noted, however, that it was not holding that the authorized initiative power is free of all limitations, stating
that it was not determining whether the electorate’s initiative power is subject to the public agency statutory
obligation to set water service charges at a level that will “pay the operating expenses of the agency, … provide for
repairs and depreciation of works, provide a reasonable surplus for improvements, extensions, and enlargements,
pay the interest on any bonded debt, and provide a sinking or other fund for the payment of the principal of such
debt as it may become due.”
No assurance may be given that Articles XIIIC and XIIID will not have a material adverse impact on the
Water Authority’s revenues.
Proposition 26
On November 2, 2010, the California voters approved Proposition 26 an initiative measure amending
article XIII C of the California Constitution. Proposition 26 adds a new definition of “tax” applicable to local
government agencies to include any levy, charge, or exaction imposed by a local government, except: charges
imposed for benefits or privileges or for services or products granted or provided to the payor (and not to those not
charged) that do not exceed their reasonable cost; regulatory fees that do not exceed the cost of regulation; fees for
the use of local governmental property; fines and penalties imposed for violations of law; fees imposed as a
condition of property development; and assessments and property-related fees imposed under Article XIIID of the
California Constitution. California local taxes are subject to voter approval. The Water Authority believes its water
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rates and charges are not taxes as defined by California Constitution article XIII C, section 1 (e), added by
Proposition 26.
Other Initiative Measures
Article XIIIA, Articles XIIIC and XIIID and Proposition 26 were adopted pursuant to California’s
constitutional initiative process. From time to time other initiative measures could be adopted by California voters,
placing additional limitations on the ability of the Water Authority to increase revenues.
TAX STATUS
In the opinion of Orrick, Herrington & Sutcliffe LLP, Bond Counsel, based on an analysis of existing laws,
regulations, rulings and court decisions, and assuming, among other matters, the accuracy of certain representations
and compliance with certain covenants, interest on the 2011A Bonds is excluded from gross income for federal
income tax purposes under Section 103 of the Internal Revenue Code of 1986 (the “Code”) and is exempt from State
of California personal income taxes. Bond Counsel is further of the opinion that interest on the 2011A Bonds is not
a specific preference item for purposes of the federal individual or corporate alternative minimum taxes, although
Bond Counsel observes that interest on the 2011A Bonds is included in adjusted current earnings when calculating
federal corporate alternative minimum taxable income. A complete copy of the proposed opinion of Bond Counsel
is set forth in Appendix F hereto.
The difference between the issue price of any maturity of the 2011A Bonds with an issue price less than par
and the amount to be paid at maturity of such 2011A Bonds (excluding amounts stated to be interest and payable at
least annually over the term of such 2011A Bonds) constitutes “original issue discount,” the accrual of which, to the
extent properly allocable to each owner thereof, is treated as interest which is excluded from gross income for
federal income tax purposes and State of California personal income taxes. For this purpose, the issue price of a
particular maturity of the 2011A Bonds is the first price at which a substantial amount of such maturity of the 2011A
Bonds is sold to the public (excluding bond houses, brokers, or similar persons or organizations acting in the
capacity of underwriters, placement agents or wholesalers). The original issue discount with respect to any maturity
of the 2011A Bonds accrues daily over the term to maturity of such 2011A Bonds on the basis of a constant interest
rate compounded semiannually (with straight-line interpolations between compounding dates). The accruing
original issue discount is added to the adjusted basis of such 2011A Bonds to determine taxable gain or loss upon
disposition (including sale, redemption, or payment on maturity) of such 2011A Bonds. Owners of the 2011A
Bonds should consult their own tax advisors with respect to the tax consequences of ownership of 2011A Bonds
with original issue discount, including the treatment of purchasers who do not purchase such 2011A Bonds in the
original offering to the public at the first price at which a substantial amount of such 2011A Bonds are sold to the
public.
2011A Bonds purchased, whether at original issuance or otherwise, for an amount greater than their
principal amount payable at maturity (or, in some cases, at their earlier call date) (“Premium Bonds”) will be treated
as having amortizable bond premium. No deduction is allowable for the amortizable bond premium in the case of
obligations, like the Premium Bonds, the interest on which is excluded from gross income for federal income tax
purposes. However, the amount of tax exempt interest received, and a purchaser’s basis in a Premium Bond, will be
reduced by the amount of amortizable bond premium properly allocable to such purchaser. Owners of Premium
Bonds should consult their own tax advisors with respect to the proper treatment of amortizable bond premium in
their particular circumstances.
The Code imposes various restrictions, conditions and requirements relating to the exclusion from gross
income for federal tax purposes of interest on obligations such as the 2011A Bonds. The Water Authority has made
certain representations and has covenanted to comply with certain restrictions designed to assure that the interest on
the 2011A Bonds will not be included in federal gross income. Inaccuracy of these representations or failure to
comply with these covenants may result in the interest on the 2011A Bonds being included in federal gross income,
possibly from the date of issuance of the 2011A Bonds. Bond Counsel has not undertaken to determine (or to
inform any person) whether any actions taken (or not taken) or events occurring (or not occurring) after the date of
issuance of the 2011A Bonds may affect the tax status of the interest on the 2011A Bonds or the value of the 2011A
Bonds.
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Although Bond Counsel has rendered an opinion that the interest portion on the 2011A Bonds is excluded
from gross income for federal income tax purposes, the ownership or disposition of the 2011A Bonds and the
accrual or receipt of the interest thereto may otherwise affect a 2011A Bond owner’s tax liability. The nature and
extent of these other tax consequences will depend upon each 2011A Bond owner’s particular tax status and the
2011A Bond owner’s other items of income or deduction. Bond Counsel expresses no opinion regarding any such
other tax consequences.
Future legislative proposals, if enacted into law, clarification of the Code or court decisions may cause
interest on the 2011A Bonds to be subject, directly or indirectly, to federal income taxation or to be subject to or
exempted from state income taxation, or otherwise prevent 2011A Bond owners from realizing the full current
benefit of the tax status of such interest. The introduction or enactment of any such future legislative proposals,
clarification of the Code or court decisions may also affect the market price for, or marketability of, the 2011A
Bonds. Prospective purchasers of the 2011A Bonds should consult their own tax advisors regarding any pending or
proposed federal or state tax legislation, regulations or litigation, as to which Bond Counsel expresses no opinion.
The opinion of Bond Counsel is based on current legal authority, covers certain matters not directly
addressed by such authorities, and represents Bond Counsel’s judgment as to the proper treatment of the 2011A
Bonds for federal income tax purposes. It is not binding on the Internal Revenue Service (“IRS”) or the courts.
Furthermore, Bond Counsel cannot give and has not given any opinion or assurance about the future activities of the
Water Authority, or about the effect of future changes in the Code, the applicable regulations the interpretation
thereof or the enforcement thereof by the IRS. The Water Authority has covenanted, however, to comply with the
requirements of the Code.
Bond Counsel’s engagement with respect to the 2011A Bonds ends with the issuance of the 2011A Bonds,
and, unless separately engaged, Bond Counsel is not obligated to defend the Water Authority or the owners of the
2011A Bonds regarding the tax-exempt status of the 2011A Bonds in the event of an audit examination by the IRS.
Under current procedures, parties other than the Water Authority, and its appointed counsel, including the owners of
the 2011A Bonds, would have little, if any, right to participate in the audit examination process. Moreover, because
achieving judicial review in connection with an audit examination of tax-exempt bonds is difficult, obtaining an
independent review of IRS positions with which the Water Authority legitimately disagrees, may not be practicable.
Any action of the IRS, including but not limited to selection of the 2011A Bonds for audit, or the course or result of
such audit, or an audit of bonds presenting similar tax issues may affect the market price for, or the marketability of,
the 2011A Bonds, and may cause the Water Authority or the owners of the 2011A Bonds to incur significant
expense.
CONTINUING DISCLOSURE
The Water Authority has covenanted for the benefit of the owners and beneficial owners of the 2011A
Bonds to provide certain financial information and operating data relating to the 2011A Bonds and the Water
Authority by not later than 270 days after the end of the Water Authority’s fiscal year (presently June 30)
commencing with the report for the Water Authority’s 2010-11 fiscal year (the “Annual Disclosure Reports”), and to
provide notices of the occurrence of certain enumerated events, if deemed by the Water Authority to be material.
The Annual Disclosure Reports and notices of material events will be filed by the Digital Assurance Certification,
L.L.C., as Dissemination Agent on behalf of the Water Authority, with the Municipal Securities Rulemaking Board
(the “MSRB”). The specific nature of the information to be contained in the Annual Disclosure Reports or the
notices of material events is set forth in APPENDIX D - FORM OF CONTINUING DISCLOSURE
AGREEMENT. These covenants have been made in order to assist the Purchasers in complying with Rule 15c212(b)(5) of the Securities and Exchange Commission (the “Rule”). The Water Authority has never failed to comply
in any material respect with any previous undertaking with regard to the Rule to provide annual reports or notices of
material events. The Water Authority is not a “obligated person” within the meaning of the Rule.
RATINGS
The 2011A Bonds have been rated “___” by Fitch, Inc. (“Fitch”), One State Street Plaza, New York, New
York, “___” by Moody’s Investors Service, Inc. (“Moody’s”), 7 World Trade Center, 250 Greenwich Street, New
York, New York, and “___” by Standard & Poor’s Ratings Services, a Standard & Poor’s Financial Services LLC
business, 55 Water Street, New York, New York (“Standard & Poor’s”). The ratings assigned by Fitch, Moody’s
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and Standard & Poor’s express only the views of the rating agencies. The explanation of the significance of the
ratings may be obtained from Fitch, Moody’s and Standard & Poor’s, respectively. There is no assurance such
ratings will continue for any given period of time or that such ratings will not be revised downward or withdrawn
entirely by the rating agencies, if in the judgment of such rating agencies, circumstances so warrant. Any such
downward revision or withdrawal of such ratings may have an adverse effect on the market price of the 2011A
Bonds.
UNDERWRITING
The 2011A Bonds are to be purchased by the Purchasers at a price which includes an underwriting discount
of $_________. The Purchasers may offer and sell 2011A Bonds to certain dealers (including dealers depositing
2011A Bonds into investment trusts) and others at prices lower than the offering prices stated on the cover of this
Official Statement. After the initial public offering, the public offering prices of the 2011A Bonds may be changed
from time to time by the Purchasers.
LITIGATION
No litigation is pending or threatened concerning the validity or enforceability of the 2011A Bonds or the
Indenture.
The Water Authority is subject to lawsuits and claims which arise out of the normal course of business.
The Water Authority believes the disposition of such actions of which it is aware will not have a material effect on
the financial position, results of operation or liquidity of the Water Authority.
CERTAIN LEGAL MATTERS
Orrick, Herrington & Sutcliffe LLP, San Francisco, California, Bond Counsel, will render an opinion with
respect to the 2011A Bonds substantially in the form set forth in Appendix G hereto. Orrick, Herrington & Sutcliffe
LLP is also acting as Disclosure Counsel. Certain legal matters will be passed upon for the Water Authority by
Daniel S. Hentschke, its General Counsel.
FINANCIAL ADVISORS
The Water Authority has retained Montague DeRose and Associates, LLC (“Montague DeRose”), as
financial advisor with respect to the execution and delivery of the 2011A Bonds. Montague DeRose is not obligated
to undertake, and has not undertaken to make, an independent verification or to assume responsibility for the
accuracy, completeness or fairness of the information contained in this Official Statement.
INFORMATION CONCERNING THE METROPOLITAN WATER DISTRICT
OF SOUTHERN CALIFORNIA
MWD periodically files official statements and disclosure reports with the MSRB in connection with its
publicly offered bonds. Such official statements and disclosure reports contain, among other things, information on
MWD, MWD’s water supply and MWD’s rates and charges. Such official statements and disclosure reports are
available from the MSRB but are not incorporated by reference herein and neither the Water Authority nor the
Purchasers assume any responsibility for the completeness or accuracy thereof. MWD is not obligated in any
manner for the payment of principal of or interest on the 2011A Bonds and has not provided and will not provide
any certifications regarding this Official Statement, nor has MWD made any undertaking for the benefit of the
owners and beneficial owners of the 2011A Bonds to file any information with the MSRB.
MISCELLANEOUS
This Official Statement has been duly approved, executed and delivered by the Water Authority. Copies of
this Official Statement may be obtained from the Water Authority at 4677 Overland Avenue, San Diego, California
92123.
Financial statements of the Water Authority, summaries of the principal legal documents to be executed
and delivered in connection with the offering of the 2011A Bonds, the form of the opinion to be delivered by Bond
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Counsel, the form of the Continuing Disclosure Agreement, information on the economy of San Diego County and a
description of DTC’s book-entry system are attached hereto as Appendices. The Appendices are integral parts of
this Official Statement and must be read together with all other parts of this Official Statement.
Insofar as any statements made in this Official Statement involve matters of opinion, forecasts or estimates,
whether or not expressly stated, they are set forth as such and not as representations of fact.
The delivery of this Official Statement, including the Appendices and other information herein, has been
duly authorized by the Water Authority.
SAN DIEGO COUNTY WATER AUTHORITY

By:
Chair of the Board of Directors

By:
General Manager

By:
Director of Finance/Treasurer
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June 15, 2011
Attention: Administrative and Finance Committee
Controller’s Report on Monthly Financial Reports (Information)
Financial Reports:
Attached for review by the Administrative and Finance Committee and the Board of Directors are the
following financial reports:
Attachment A: Water Sales Volumes, in acre-feet
Attachment B: Water Sales Revenues, in millions
Attachment C: Water Purchases and Treatment Costs, in millions
Attachment D: Multi-Year Budget Status Report
Attachment E1: Operating Departments/Programs Two-Year Amended Budget, in millions
Attachment E2: Operating Departments/Programs Expenditures, in millions
Attachment F: Schedule of Cash and Investments
The Multi-Year Budget Status Report reflects actual revenues and expenditures, on a budgetary basis,
for the twenty-two month period of July 1, 2009 through April 30, 2011. It compares actual revenues
and expenditures to the adopted budget, as amended by the Board. Except for water sales and
purchases, budgeted amounts for the twenty-two month period are presented on a straight line basis.
Net Water Sales Revenue1
Net water sales revenue is the Water Authority’s principal source of revenue and is the difference
between the sale of water and the cost of that water. Sales include revenues from variable commodity
charges for supply, treatment and transportation, as well as from fixed charges for customer service
and storage. Cost of water includes payments to water suppliers such as MWD and IID. Attachments
A, B, and C provide detailed information relative to net water sales revenue.
Total acre-feet (AF) of water sold were budgeted to be 1,092,703 for the twenty-two months ended
April 30, 2011, but were actually 828,672 AF, a difference of 24% less volume than anticipated
(Attachment A). Water sales revenue for the twenty-two months ended April 30, 2011 is $694.9
million, which is 19% less than budgeted sales revenue of $861.9 million (Attachment B). The main
reasons for the decrease in sales volume and corresponding sales revenue are the impacts of
mandatory restrictions, continued water conservation efforts across the region, the economy, and the
reduced need for outdoor irrigation due to cooler and wet weather conditions.
In the April board meeting, the Water Authority Board approved the action to end the mandatory
urban and agricultural water supply cutbacks, and to lift the agency’s regionwide call for mandatory
water use restrictions. In taking the action to restore full deliveries, the board reinforced the

1

All information regarding water sales volumes, revenues and costs are based on the original multi-year budget adopted
by the Board in June 2009.
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importance for residents and businesses to continue efficient water use practices to help withstand
future supply shortages.
Total water purchases and treatment costs were budgeted to be $652.4 million for the twenty-two
months ended April 30, 2011, but actual costs were significantly less at $513.6 million, a difference
of 21%, due to lower volume of water purchases for both treated and untreated water (Attachment C).
This category includes $53.2 million for the 126,664 AF of water purchased from the Imperial
Irrigation District (IID), as well as $73.8 million for Metropolitan Water District’s conveyance
charges related to IID, Coachella Canal and All-American Canal water.
Although sales volumes are 24% below the adopted budget, net water sales revenue for the twentytwo months ended April 30, 2011 is only 13% or $28.1 million below the adopted budget. This is
primarily a result of the Water Authority’s fixed revenues for customer service and storage charges,
which provide a stable source of revenue in the event of reduced sales volumes.
Revenues
As shown in Attachment D, Total Revenues and Other Income were budgeted to be $168.9 million
for the twenty-two months ended April 30, 2011, but actual revenues were significantly less at $142.7
million or 16% less than budgeted. Property taxes and in-lieu charges of $18.0 million were primarily
received in December and April and are below budget. Investment income of $17.1 million is lower
than budgeted due to lower than anticipated investment earnings. Hydroelectric revenue of $1.7
million is less than budgeted due to reduced untreated water demand from member agencies.
Capacity charge revenues of $19.1 million are trending higher than budgeted due to a greater number
of meter permits issued by the member agencies than anticipated. Water standby availability charges
of $19.0 million were primarily received in December and April and are below budget. Other Income
includes grant reimbursements and is trending less than budgeted because grant expenditures are
occurring at a slower rate than originally anticipated. Contributions in aid of capital assets of $4.8
million are significantly below budget. No material amounts of contributions in aid of capital assets
are anticipated for the remainder of this budget cycle.
Expenses
As shown in Attachment D, Total Expenditures were budgeted to be $370.2 million for the twentytwo months ended April 30, 2011, but actual costs were significantly less at $277.7 million or 25%
less than budgeted. Stored water purchases were budgeted at $10.7 million to test operations at the
Lake Hodges Hydroelectric Facility; however, due to the water levels at Lake Hodges from rainfall,
the testing process was restructured and no water purchases are anticipated this fiscal year. Debt
service expenditures are trending lower than budget due to the timing of debt service principal
payments. Equipment replacement of $2.4 million is trending less than budgeted due to the deferral
of replacement of vehicles and computers to mitigate the deficit resulting from reduced water sales.
Other expenditures of $6.2 million are trending less than budgeted due to the timing of expenditures,
and include grants, conservation reimbursement fund, and other miscellaneous expenditures. A major
component budgeted in other expenditures is the Integrated Regional Water Management (IRWM)
grant award of $25.0 million, however, expenditures are occurring at a slower rate than originally
anticipated when the budget was developed. Operating expenditures are trending less than budgeted
due to the timing of expenditures, vacancies, and/or programmatic reductions that were identified to
mitigate the deficit resulting from reduced water sales. Operating Departments/Programs budget
reductions total approximately $6.8 million, or 7% of the two-year amended budget (Attachment E1).
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The Water Conservation Program reductions are approximately 34% of their two-year budget and
this represents approximately 50% of the total reductions identified for the operating budget.
Attachment D also shows that CIP Expenditures were budgeted to be $511.2 million for the twentytwo months ended April 30, 2011, but actual costs were significantly less at $327.9 million or 36%
less than budgeted. Capital expenditures are trending less than budgeted due to the timing of
expenditures during the twenty-two months of the two-year budget period, as well as savings
attributed with the award of San Vicente Dam Raise Project – Packages 2 and 3.
Cash and Investments (Attachment F)
At the end of the months of April and March 2011, the Water Authority’s cash and investments had
an overall balance of $859.5 million and $842.0 million, respectively. Approximately 27% of funds
are unrestricted with approximately 73% of funds restricted for specific purposes. In order to
maximize investment return, the Water Authority pools the cash of the Pay As You Go Fund with
Unrestricted Funds. The Rate Stabilization Fund, established by the Board in 2006, is funded at $43.5
million and is anticipated to remain below the target amount due to recent water supply challenges.

Rod Greek, Controller
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Attachment A
WATER SALES VOLUMES
Budget Versus Actual (in Acre-Feet)
for the 22 Months Ended April 30, 2011
1,200,000

1,092,703 AF

1,000,000

‐24%

Acre-Feet (AF)

828,672 AF

800,000
600,000
400,000
200,000
-

Budget (a)

Actual

*Budgeted amounts are based on the adopted two year budget, and do not reflect any projected revisions that may have previously been communicated
to the Board.

Fiscal Year 2010 Cumulative Water Sales (AF)
Months
Budget (a)
Actual
AF Difference (b)

Jul-09
70,476
54,717
(15,759)

Aug-09
140,959
111,476
(29,483)

Sep-09
204,870
166,277
(38,593)

Oct-09
260,170
215,946
(44,224)

Nov-09
303,733
255,185
(48,548)

Dec-09
343,957
284,634
(59,323)

Jan-10
380,091
313,779
(66,312)

Feb-10
410,411
335,473
(74,938)

Mar-10
445,174
364,072
(81,102)

Apr-10
489,533
396,215
(93,318)

May-10
540,069
443,165
(96,904)

Jun-10
600,753
490,829
(109,924)

-22%

-21%

-19%

-17%

-16%

-17%

-17%

-18%

-18%

-19%

-18%

-18%

Jul-10
70,824
48,575
(22,249)

Aug-10
141,655
97,631
(44,024)

Sep-10
205,881
142,404
(63,477)

Oct-10
261,454
176,075
(85,379)

Nov-10
305,232
210,566
(94,666)

Dec-10
345,655
236,138
(109,517)

Jan-11
381,968
260,544
(121,424)

Feb-11
412,438
284,846
(127,592)

Mar-11
447,373
306,659
(140,714)

Apr-11
491,950
337,843
(154,107)

-31%

-31%

-31%

-33%

-31%

-32%

-32%

-31%

-31%

-31%

FY10
600,753
490,829
(109,924)

FY11
through
Apr-11
491,950
337,843
(154,107)

Total
1,092,703
828,672
(264,031)

-18%

-31%

-24%

Cum. Actual AF
% Difference (b/a)

Fiscal Year 2011 Cumulative Water Sales (AF)
Months
Budget (a)
Actual
AF Difference (b)
Cum. Actual AF
% Difference (b/a)

Budget
Actual
Difference
% Difference
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May-11
542,745
-

Jun-11
603,728
-

Attachment B
WATER SALES REVENUES
Budget Versus Actual (in Millions $)
for the 22 Months Ended April 30, 2011
1,000.0
$861.9

900.0

‐19%
$694.9

800.0
in Millions $

700.0
600.0
500.0
400.0
300.0
200.0
100.0
-

Budget (a)

Actual

*Budgeted amounts are based on the adopted two year budget, and do not reflect any projected revisions that may have previously been communicated
to the Board.

Fiscal Year 2010 Cumulative Water Sales (in Millions $)
Months
Budget (a)
Actual
Difference (b)

Jul-09
45.1
36.9
(8.2)

Aug-09
90.1
75.0
(15.1)

Sep-09
136.3
117.2
(19.1)

Oct-09
177.0
155.3
(21.7)

Nov-09
210.5
187.4
(23.1)

Dec-09
241.4
211.2
(30.2)

Jan-10
271.5
237.0
(34.5)

Feb-10
298.3
258.1
(40.2)

Mar-10
328.3
284.0
(44.3)

Apr-10
364.3
311.8
(52.5)

May-10
404.4
349.5
(54.9)

Jun-10
450.6
387.9
(62.7)

-18%

-17%

-14%

-12%

-11%

-13%

-13%

-13%

-13%

-14%

-14%

-14%

Jul-10
52.6
39.3
(13.3)

Aug-10
105.1
79.0
(26.1)

Sep-10
153.6
116.2
(37.4)

Oct-10
196.5
144.9
(51.6)

Nov-10
232.2
174.6
(57.6)

Dec-10
265.3
199.3
(66.0)

Jan-11
301.2
225.2
(76.0)

Feb-11
333.0
251.2
(81.8)

Mar-11
368.6
275.5
(93.1)

Apr-11
411.3
307.0
(104.3)

-25%

-25%

-24%

-26%

-25%

-25%

-25%

-25%

-25%

-25%

FY10
450.6
387.9
(62.7)

FY11
through
Apr-11
411.3
307.0
(104.3)

Total
861.9
694.9
(167.0)

-14%

-25%

-19%

Cum. Actual
% Difference (b/a)

Fiscal Year 2011 Cumulative Water Sales (in Millions $)
Months
Budget (a)
Actual
Difference (b)
Cum. Actual
% Difference (b/a)

Budget
Actual
Difference
% Difference
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May-11
459.0
-

Jun-11
513.7
-

Attachment C

WATER PURCHASES AND TREATMENT COSTS
Budget Versus Actual (in Millions $)
for the 22 Months Ended April 30, 2011
$652.4

700.0

‐21%

600.0

$513.6

in Millions $

500.0
400.0
300.0
200.0
100.0
-

Budget (a)

Actual

*Budgeted amounts are based on the adopted two year budget, and do not reflect any projected revisions that may have previously been communicated
to the Board.

Fiscal Year 2010 Cumulative Cost of Water Purchases and Treatment (in Millions $)
Months
Budget (a)
Actual
Difference (b)

Jul-09
34.4
27.2
(7.2)

Aug-09
68.8
55.8
(13.0)

Sep-09
107.8
90.8
(17.0)

Oct-09
139.0
123.0
(16.0)

Nov-09
164.4
149.4
(15.0)

Dec-09
190.1
161.9
(28.2)

Jan-10
211.9
180.0
(31.9)

Feb-10
230.6
192.4
(38.2)

Mar-10
251.6
213.9
(37.7)

Apr-10
277.5
235.0
(42.5)

May-10
306.5
261.1
(45.4)

Jun-10
348.9
291.4
(57.5)

-21%

-19%

-16%

-12%

-9%

-15%

-15%

-17%

-15%

-15%

-15%

-16%

Jul-10
39.7
28.6
(11.1)

Aug-10
79.3
57.9
(21.4)

Sep-10
115.7
86.1
(29.6)

Oct-10
147.7
107.0
(40.7)

Nov-10
173.9
129.2
(44.7)

Dec-10
198.2
146.0
(52.2)

Jan-11
224.5
163.4
(61.1)

Feb-11
247.0
182.7
(64.3)

Mar-11
272.4
202.4
(70.0)

Apr-11
303.5
222.2
(81.3)

-28%

-27%

-26%

-28%

-26%

-26%

-27%

-26%

-26%

-27%

FY10
348.9
291.4
(57.5)

FY11
through
Apr-11
303.5
222.2
(81.3)

Total
652.4
513.6
(138.8)

-16%

-27%

-21%

Cum. Actual
% Difference (b/a)

Fiscal Year 2011 Cumulative Cost of Water Purchases and Treatment (in Millions $)
Months
Budget (a)
Actual
Difference (b)
Cum. Actual
% Difference (b/a)

Budget
Actual
Difference
% Difference
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May-11
338.4
-

Jun-11
379.4
-

Attachment D
San Diego County Water Authority
Fiscal Years 2010 & 2011 Budget Status Report
For the 22 Months Ended April 30, 2011
[C]

Revenues = [-B + C]
Expenditures = [B - C]

[C / A]

FY 10 & 11 Budget
22 Months (92%)
Period-to-Date
Amended Budget (a)

FY 10 & 11 Actual
22 Months
Period-to-Date
Actuals

Variance with
Period-to-Date
Amended Budget
Positive (Negative)

%
Actual/
Amended
Budget

$

$

[A]

[B] = [A * 92%]

FY 10 & 11
Two-Year
Amended
Budget

Net Water Sales Revenue
Water sales
Water purchases & treatment
Total Net Water Sales Revenue
Revenues and Other Income
Infrastructure access charges
Property taxes and in-lieu charges
Investment income
Hydroelectric revenue
Other income
Capital contributions:
Capacity charges
Water standby availability charges
Contributions in aid of CIP
Total Revenues and Other Income
Expenditures
Stored water purchases
Debt service
QSA mitigation
Equipment replacement
Other expenditures
Operating departments/programs
(see detail below)
Total Expenditures
Net Revenues before Capital
improvement program (CIP)

$
$

$

$

$

$
$

CIP Expenditures
Net Fund Withdraws

45,551,000
20,846,000
26,876,000
2,613,000
30,867,000

$

$

$

861,868,426 (b)
652,421,798 (b)
209,446,628

(c)
(d)
(e)
(f)

41,906,920
19,178,320
24,725,920
2,403,960
28,397,640

12,400,000 (g)
22,245,000 (h)
22,143,000
183,541,000

11,408,000
20,465,400
20,371,560
168,857,720

10,650,000
240,008,000 (j)
22,792,000 (k)
3,805,000
30,646,000 (l)
94,450,815 (m)
402,351,815
9,049,185

$

$

(546,650,815)

11,019,018
2,880,763
1,786,459
4,731,650
5,481,425
5,183,340
2,312,837
2,859,859
28,654,538
4,275,932
5,704,234
10,216,662
9,344,098
94,450,815 (m)

9,798,000
220,807,360
20,968,640
3,500,600
28,194,320

$

$

$

$

694,873,412
513,552,907
181,320,505

41,238,360
17,975,863
17,110,314
1,745,147
21,691,136
19,132,144
19,033,510
4,756,261 (i)
142,682,735

178,662,021
19,852,358
2,381,069
6,182,885

$
$

$

$

$

(166,995,014)
138,868,891
(28,126,123)

72%
70%
80%

(668,560)
(1,202,457)
(7,615,606)
(658,813)
(6,706,504)

91%
86%
64%
67%
70%

7,724,144
(1,431,890)
(15,615,299)
(26,174,985)

154%
86%
21%
78%

9,798,000
42,145,339
1,116,282
1,119,531
22,011,435

0%
74%
87%
63%
20%

$

86,894,749
370,163,669

$

70,599,510
277,677,843

$

16,295,239
92,485,826

75%
69%

$

8,140,679

$

46,325,397

$

38,184,718

512%

(327,872,895)

183,371,105

59%

(281,547,498) (n) $

221,555,823

52%

Operating Departments/Programs Detail (see Attachment E2)
$
10,137,497
$
9,461,159
$
676,338
2,650,302
1,969,918
680,384
1,643,542
1,275,061
368,481
4,353,118
3,733,222
619,896
5,042,911
3,802,002
1,240,909
4,768,673
4,395,466
373,207
2,127,810
1,863,065
264,745
2,631,070
2,137,258
493,812
26,362,175
22,164,890
4,197,285
3,933,857
3,559,620
374,237
5,247,895
4,400,873
847,022
9,399,329
3,972,269
5,427,060
8,596,570
7,864,707
731,863
$
86,894,749
$
70,599,510
$
16,295,239

86%
68%
71%
79%
69%
85%
81%
75%
77%
83%
77%
39%
84%
75%

(555,700,000)

Administrative Services
$
Colorado River Program
Engineering
Finance
General Counsel
General Manager & Board of Directors
Human Resources
MWD Program
Operations & Maintenance
Public Affairs
Right of Way
Water Conservation Program
Water Resources
Total Operating Departments/Programs $
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964,292,000
736,432,000
227,860,000

(511,244,000)
$

(503,103,321)

$

San Diego County Water Authority
Fiscal Years 2010 & 2011 Budget Status Report
For the 22 Months Ended April 30, 2011

Notes to the Budget Status Report:

a) Period-year-to-date budget amounts are 22/24ths of the two-year budget unless noted.
b) Water sales and water purchases are based on projected acre-feet calculated per month.
c) Property taxes are primarily received in December and April. In-lieu charges in the
amount of $407,321 for fiscal year 2010 and $395,824 for fiscal year 2011 are received
quarterly from the City of San Diego.
d) Investment income excludes unrealized gains or losses, which are non-cash transactions.
e) Hydroelectric sales include Rancho Penasquitos Hydroelectric Plant.
f) Other income includes Build America Bonds (BABs) federal subsidies, grants,
conservation programs and other miscellaneous revenues.
g) Capacity charges are received quarterly in July, October, January and April.
h) Water standby availability charges are received in December and April.
i) Contributions in Aid of CIP (CIAC) includes East County Regional Treated Water
Improvements.
j) Debt Service payments are due semi-annually on May 1 and November 1. Debt Service
includes principal, interest expense, and debt service fees. Amortization expense relating
to long-term debt, such as discounts, premiums, deferred loss on refunding, and cost of
issuance, are excluded because they are non-cash transactions.
k) The QSA mitigation payments includes: QSA JPA contributions of $8.1M in December
2009 and $2.8M in December 2010; IID Socioeconomic Mitigation Settlement payments
of $2.9M in June 2010 and $2.9M in June 2011; and IID Price Reset settlement of $6.0M
in December 2009.
l) Other expenditures include costs incurred for grants, conservation programs and other
miscellaneous expenditures.
m) Amounts include capital equipment purchases.
n) Includes withdraws funded by bond proceeds and other fund balances.
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Attachment E1
San Diego County Water Authority
Operating Departments/Programs
Fiscal Year 2010 and 2011
Two-Year Amended Budget
Two-Year Budget Reductions in Percentages (%)

100.0%

$35.0

$30.0

in Millions ($)

$25.0

$20.0

$15.0

$10.0

$5.0

$-

-858.1%

Two-Year Amended Budget, Net $87.7 Million
Two-Year Budget Reductions $6.8 Million
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Attachment E2
San Diego County Water Authority
Comparison of Amended Budget and Period-to-Date Budget (92% Overall)
to Actual Operating Expenditures by Departments/Programs
For the 22 Months Ended April 30, 2011
Actual Operating Expenditures to Amended Budget in Percentages (%)

100.0%

$35.0

$30.0

in Millions ($)

$25.0

$20.0

$15.0

$10.0

$5.0

$-

-858.1%

Two-Year Amended Budget $94.5 Million

Period-To-Date Amended Budget $86.9 Million

Period-to-Date Actual Operating Expenditures $70.6 Million
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Attachment F
San Diego County Water Authority
Schedule of Cash and Investments
As of April 30, and March 31, 2011

April
Operating Fund

$

Stored Water Fund

130,813,240

March
$

100,593,727

44,561,150

44,399,675

9,307,956

9,334,774

43,456,187

43,456,187

(1)

228,138,533

197,784,363

(1)

113,496,860

111,847,413

CIP/Bond Construction Funds

448,369,549

462,870,906

Debt Service Reserve Funds

69,481,887

69,469,729

Total Restricted Funds

631,348,296

644,188,048

Equipment Replacement Fund
Rate Stabilization Fund
Total Unrestricted Funds
Pay As You Go Fund

Total Cash and Investments

$

859,486,829

$

Target
$

67,000,000

(2)

55,100,000

(3)

841,972,411

Notes:
(1) Total Unrestricted Funds and the Pay As You Go Fund represent the Pooled Funds in the Treasurer's Report. The
difference between the Schedule of Cash and Investments and the Treasurer's Report as of April 30, 2011 is due to the
timing of debt service payments in the amount of $76.6 million.
(2) The Operating Fund target/maximum balance is set to equal 45-days of operating expenditures.
(3) In 2006, the Board adopted a policy governing the Rate Stabilization Fund (RSF). The policy created a target and a
maximum RSF balance. The target balance is set equal to the negative financial impact of 2.5 years of extremely wet
weather and the RSF maximum balance is set equal to the negative financial impact of 3.5 years of extremely wet
weather. Wet weather adversely impacts the Water Authority by reducing water sales and net water sales revenue. The
balance in this fund represents approximately 80% of the targeted value.
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BOARD CALENDAR
JULY 2011

•
•
•

6
14
28

MWD Delegates – 11:30 a.m.
Tentative Special Board meeting – 1:30 p.m.
Regular Board meeting – 3:00 p.m.

AUGUST 2011

•
•
•

10
11
25

MWD Delegates – 11:30 a.m.
Tentative Special Board meeting – 1:30 p.m.
Regular Board meeting – 3:00 p.m.

SEPTEMBER 2011

•
•
•
•

6
7
8
22

6/14/2011
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SCOOP – 9:30 a.m.
MWD Delegates – 11:30 a.m.
Tentative Special Board meeting – 1:30 p.m.
R
Regular
l Board
B
d meeting
i
– 3:00
3 00 p.m.

ENGINEERING AND OPERATIONS COMMITTEE
AGENDA FOR
JUNE 23, 2011
REVISED

Bill Knutson – Chair
Marilyn Dailey – Vice Chair
Bud Pocklington – Vice Chair
Roger Bailey
Farrah Douglas
Betty Ferguson
Michael Hogan
Keith Lewinger

Ralph McIntosh
Vincent Mudd
Ron Morrison
Elsa Saxod
Richard Smith
Ken Williams
Doug Wilson

1.

Roll call – Determination of quorum.

2.

Additions to agenda (Government Code Section 54954.2(b)).

3.

Public comment – opportunities for members of the public to
address the Committee on matters within the Committee’s jurisdiction.

4.

Chair’s report.
4-A Directors’ comments.

I.

CONSENT CALENDAR

II.

ACTION/DISCUSSION
1.

Construction contract for Pipelines 3 and 4 Miramar Hill to Scripps
Ranch Relining Project, Specification 606, with J. Fletcher Creamer
& Son, Inc. and Spiniello Companies, A Joint Venture.
Staff recommendation:
1.
Deny the bid protest.
2.
Authorize the General Manager to award a construction
contract to J. Fletcher Creamer & Son, Inc. and Spiniello
Companies, a Joint Venture in the amount of $18,964,750
for the Pipelines 3 and 4 Miramar Hill to Scripps Ranch
Relining project, Specification 606. (Action)

Kathy Schuler

INFORMATION

III.

Presentation on Annual Aqueduct Operation Plan.

John Galleher

2.

Pipeline 3 urgent repair. (pickup packet)

Gary Eaton

CLOSED SESSION

IV.

V.

1.

1.

CLOSED SESSION:
Conference with Legal Counsel – Existing Litigation
Government Code §54956.9(a) – Traylor-Shea Joint Venture v
SDCWA;
Case No. 37-2009-00090545-CU-BC-CTL
Traylor-Shea Joint Venture v SDCWA;
Case No. 37-2011-00092666-CU-BC-CTL

Dan Hentschke

2.

CLOSED SESSION:
Conference with Legal Counsel - Potential Litigation
Government Code §54956.9(b)(1) – OMWD – Elfin Forest Reserve

Dan Hentschke

ADJOURNMENT
Doria F. Lore
Clerk of the Board

NOTE:

This meeting is called as an Engineering & Operations Committee meeting. Because a quorum of the Board may be present, the meeting is
also noticed as a Board meeting. Members of the Board who are not members of the Committee may participate in the meeting pursuant to
Section 2.00.060(g) of the Authority Administrative Code (Recodified). All items on the agenda, including information items, may be deliberated
and become subject to action. All public documents provided to the committee or Board for this meeting including materials related to an item on
this agenda and submitted to the Board of Directors within 72 hours prior to this meeting may be reviewed at the San Diego County Water Authority
headquarters located at 4677 Overland Avenue, San Diego, CA 92123 at the reception desk during normal business hours.

June 15, 2011
Attention: Engineering and Operations Committee
Construction contract for Pipelines 3 and 4 Miramar Hill to Scripps Ranch Relining
Project, Specification 606, with J. Fletcher Creamer & Son, Inc. and Spiniello Companies,
A Joint Venture. (Action)
Staff recommendation
1. Deny the bid protest.
2. Authorize the General Manager to award a construction contract to J. Fletcher
Creamer & Son, Inc. and Spiniello Companies, a Joint Venture in the amount of
$18,964,750 for the Pipelines 3 and 4 Miramar Hill to Scripps Ranch Relining
project, Specification 606.
Alternatives
Do not award contract, and direct staff to rebid this contract – This alternative may result
in a significant delay of one year.
Fiscal Impact
Funds in the amount of $18,964,750 for the above contract are included in the approved project
budget and in the fiscal years 2010 and 2011 Capital Improvement Program appropriation. The
rate category for this project is Transportation.
Background
This project is part of the overall program to rehabilitate and reline 82.5 miles of prestressed
concrete cylinder pipeline within the Water Authority’s conveyance system to ensure continued
reliability of the aqueduct system. This project consists of relining approximately 15,000 feet of
96-inch and 72-inch untreated water pipeline, this segment of the relining work has the highest
priority in the Relining Program due to the proximity to a highly populated area.
The project will reline both Pipeline 3 and Pipeline 4 from Miramar Hill to the San Diego 5 Flow
Control Facility located in the community of Scripps Ranch, with the exception of the previously
relined portion beneath Interstate 15. Due to the complexity of the project and Member Agency
untreated water needs for their customers, the rehabilitation work will be performed in five
construction phases and five separate aqueduct shutdowns. The construction and shutdown
sequence allows for the isolation and diversion of water flows to maintain adequate untreated
water service through Pipelines 3, 4, or 4A alternately, to serve the City of San Diego’s Miramar,
Alvarado, and Otay WTPs and Sweetwater’s Purdue WTP. Significant coordination has taken
place with the affected Member Agencies. Delay of award of the project will affect the
Contractor’s ability to procure the steel liners and to have them fabricated and delivered in time
to meet the current shutdown schedule. This will result in at least a one-year delay to coordinate
and schedule the necessary shutdowns to perform the work.
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Engineering and Operations Committee
June 15, 2011
Page 2 of 3
Approximately 27 miles, or 33 percent, of the Water Authority’s prestressed concrete cylinder
pipeline has been relined to date. Once completed, this project will bring this total to
approximately 30 miles or 36 percent of our system.
Previous Board Actions: On February 26, 2009 the Board adopted Resolution 2009-01 for the
Final Mitigated Negative Declaration for the Pipelines 3 and 4 Relining Project - Miramar Hill
to State Route 52; adopting a Mitigation Monitoring and Reporting Program; approving the
project; and authorizing Filing of a Notice of Determination.
Discussion
The Notice Inviting Bids was advertised on April 5, 2011. Two pre-bid meetings and a site visit
were conducted in April 2011. The Water Authority received four bids on May 10, 2011,
ranging in price from $18,964,750 to $22,434,750. The construction cost estimate was $20
million to $23 million. J. Fletcher Creamer & Son, Inc. and Spiniello Companies, a Joint
Venture submitted the apparent low bid. A bid summary is attached.
L.H. Woods and Sons, Inc., the second low bidder submitted a bid protest on May 18, 2011.
Subsequently, Creamer-Spiniello and L.H. Woods and Sons corresponded with rebuttals on May
24, May 26, and May 27, 2011. All correspondence regarding the protest is attached.
In summary, the protest focused on the qualifications of Creamer-Spiniello’s steel liner installer
and supervisor. L.H. Woods & Sons asserted that Creamer-Spiniello’s bid was non-responsive
because the listed steel liner installer and supervisor did not meet the specifications and was not
qualified to perform the work. Following our Administrative Code bid protest procedures, the
Water Authority received a response to the protest from the protested bidder.
Concurrently, Staff performed an independent bid evaluation of the two low bidders. The
evaluations resulted in further inquiries for clarifications from both Creamer-Spiniello and L.H.
Woods and Sons. Both low bidders’ responses to the inquiries were satisfactory with the
exception that Creamer-Spiniello did not provide adequate project experience documentation to
qualify its subcontractor, Dean’s Certified Welding Inc., as the steel liner installer.
On May 26, 2011, the Water Authority notified Creamer-Spiniello of its determination that
Dean’s Welding’s was not qualified as the steel liner installer and required Creamer-Spiniello to
submit adequate project experience documentation and references to self-perform the task.
Creamer-Spiniello subsequently provided the required documentation and staff verified the
information through reference checks and consultation with the General Counsel’s office.
Creamer-Spiniello has provided the requisite experience to self perform the steel liner
installation.
As part of its due diligence investigation of Creamer-Spiniello’s qualifications, staff reviewed
the bid proposal, bidding sheet, noncollusion affidavit, bidder’s bond, bidder’s plan,
subcontractor list, vendor list, contractor experience, SCOOP outreach and documentation, bank
references, bonding company information, past project references, credit references, year-end
financial statement, accident rate, workman’s compensation experience modification factor, pipe
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Engineering and Operations Committee
June 15, 2011
Page 3 of 3
manufacturer qualifications, the protest letters from L.H. Woods and Sons, and CreamerSpiniello’s response. Based on a review of all documentation, in accordance with the contract
documents, Creamer-Spiniello is the lowest, responsive, and responsible bidder.
Upon the Board’s approval and award of the construction contract, the project construction
activities will begin in July 2011 with scheduled completion in August 2012.
On this project, the small business participation is 8 percent. Minority and women-owned
business participation is .05 percent. This information is provided for statistical purposes.
Prepared by: Kathy Schuler, Principal Engineer
Reviewed by: Michael T. Stift, Director of Engineering
Approved by: Frank Belock Jr., Deputy General Manager
Attachments:
Bid Summary
Figure 1 – Location Map
Correspondences regarding bid protest
• May 18, 2011 – from L.H. Woods & Sons to Water Authority
• May 24, 2011 – from Creamer-Spiniello to Water Authority
• May 25, 2011 – from L.H. Woods & Sons to Water Authority
• May 27, 2011 – from Creamer-Spiniello to Water Authority
Correspondences regarding Water Authority inquiries for clarifications on bid proposals
from Creamer-Spiniello and L.H. Woods & Sons.
•
•
•
•
•
•

May 20, 2011 – from Water Authority to L.H. Woods & Sons requesting
clarifications
May 20, 2011 – from Water Authority to Creamer-Spiniello requesting
clarifications
May 24, 2011 – from L.H. Woods & Sons to San Diego County Water Authority
providing clarifications
May 25, 2011 – from Creamer-Spiniello to San Diego County Water Authority
providing clarifications
May 26, 2011 – from Water Authority to Creamer-Spiniello requiring the
references
May 31, 2011 – from Creamer-Spiniello to San Diego County Water Authority
providing references
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Executive Summary
The annual Aqueduct Operating Plan reflects on‐going efforts to optimize the delivery,
treatment, and storage of water in the San Diego region through coordination between
member agency Operating Heads, Water Authority Staff, and the Metropolitan Water District of
Southern California (MWD). Staff has updated the Aqueduct Operating Plan for Fiscal Year
2012 (FY 2012) to reflect anticipated operational opportunities and constraints, and evaluate
our past years’ performance.
The Aqueduct Operating Plan complies with the interim untreated water distribution priorities
and includes a summary of the Water Authority’s scheduled shutdowns that affect the delivery
of water to the region, Water Authority pump station operating schedules, and water
treatment plant outages.
The plan was developed based on information received from Member Agencies, historical
delivery/production data, allocated delivery volumes, constraints within the Aqueduct system,
and scheduled shutdowns. Highlights for Fiscal Year 2012 include:
•

System capacity will not be an issue in meeting the region’s anticipated treated and
untreated water requests due to allocated supply and anticipated reduced demand.

•

Maximum treated water system utilization is anticipated to be approximately 36 percent of
treated aqueduct capacity.

•

Maximum untreated water system utilization is anticipated to be approximately 75 percent
of untreated aqueduct capacity.

•

There are no treated water shutdowns. However, there is one treated water outage*.

•

There are four untreated water shutdowns and two untreated water outages*.

*Shutdowns affect large portions of the system and affect deliveries to a significant number of
metered connections; outages are more localized and have considerably smaller impact on
aqueduct deliveries.
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Water Supply
Based on demands over the past three years, it is expected that demand for both treated and
untreated water for FY 2012 will not reach system capacity. These projections indicate that
treated water deliveries for the high demand months of June through October 2011 will result
in flows ranging from 28 percent to 36 percent of the 650 cfs treated water system capacity
(Figure 1). Likewise, untreated deliveries for the high demand months of June through October
2011 will result in flows between 64 percent and 75 percent of the 780 cfs untreated aqueduct
capacity (Figure 2).

Figure 1 ‐ FY 2012 Projected Treated Water System Utilization

Figure 2 ‐ FY 2012 Projected Untreated Water System Utilization
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During FY 2011, total imported demand (both treated and untreated water) was less than the
combined available supplies from: MWD’s M&I (Municipal and Industrial) and IAWP
(Interuptable Agricultural Water Program) allocations, Water Authority QSA supplies, and dry‐
year supply actions. Due to environmental, economic, and regulatory factors demand in FY
2011 did not follow historic trends. Additionally, monthly demands were approximately 33
percent below FY 2011 AOP projections and substantially below FY 2004 actuals (see Figure 3).

Figure 3 ‐ FY 2011 Projected Overall Demands From AOP vs. Actual Deliveries

A comparison of the differences between projected vs. actual flows in Figures 4 and 5 clearly
shows greater deficits in the treated demands vs. untreated demands during FY 2011,
illustrating the proportional shift to untreated water that occurred as overall demand
decreased. In addition, actual flows from FY 2004 when demands were substantially higher
were added to show a comparison.
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Figure 4 ‐ FY 2011 AOP Treated Water Demand vs. Actual Deliveries

Figure 5 ‐ FY 2011 AOP Untreated Water Demand vs. Actual Deliveries
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Untreated Water Distribution Priorities
Through a series of discussions with member agency staff, key untreated operating concerns
were identified and used to develop untreated water delivery priorities. These priorities are
intended to provide a framework for Water Authority operators to deal with potential conflicts
arising during high demand periods for untreated water deliveries. The Board adopted interim
untreated water delivery priorities at the September 8, 2005 Board meeting. This plan complies
with the interim untreated water distribution priorities and is shown in
Figure 6 - Untreated Water Delivery Priorities6.

Figure 6 ‐ Untreated Water Delivery Priorities
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Water Authority Aqueduct Shutdowns
The Water Authority conducts scheduled shutdowns of sections of pipeline for internal
inspection, maintenance, and Capital Improvement Project (CIP) connections on an annual
basis. These pipeline shutdowns are coordinated with MWD, member agencies, and all Water
Authority Departments. The schedule includes three years of shutdowns to allow for the
proper planning of maintenance and CIP activities for both the Water Authority and its member
agencies. This three‐year schedule is updated each January to facilitate the compilation of the
Annual Aqueduct Operating Plan. At that time, the following fiscal year’s (July to June)
Aqueduct shutdown schedules are made available to member agency personnel for review and
comment, prior to inclusion in the Annual Aqueduct Operating Plan.
For FY 2012, there are four untreated water shutdowns scheduled between December 2011
and May 2012. These shutdowns are required to complete the relining of Pipelines 3 & 4 from
Miramar Hill to the SD5 turnout at the Miramar Reservoir. In addition to the shutdowns, the
relining work will result in untreated flow reductions south of the Rancho Peñasquitos
Hydroelectric Facility from January 8 through March 24, 2012. Additionally, two untreated and
one treated outage is planned, resulting in little or no affect on overall system operations. As
noted in the Executive Summary, the difference between shutdowns and outages are a matter
of “scale,” shutdowns affect large portions of the system and affect deliveries to a significant
number of metered connections, while outages are more localized and have considerably
smaller impact on aqueduct deliveries. A timeline and brief description of the shutdowns and
outages are shown in Figure 7.
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Figure 7 ‐ Water Authority FY 2012 Pipeline Shutdowns and Outages
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Untreated Water Shutdown – December 4 to December 13, 2011
All untreated water flows south of the delivery point will be terminated during this
shutdown.
• Contractor to make warranty repairs to TOFRS wet well.
• Reline contractor will reline 80 ft. of Pipeline 3 downstream of the SD5 turnout.
• Reline contractor will install blind flanges on SD5A, B, and C turnouts to Pipeline
3
• Water Authority crews will perform repairs to the AFO system near delivery on
Pipeline 5.
• Water Authority crews will perform repairs on Air Release piping at 3 locations
on Pipelines 5E1/5E2.
All untreated water flows south of delivery (Pipelines 3 and 5) will be terminated
during this shutdown.
The following untreated water connections will be out of service during this
outage: OCS2, OCS5, ESC3, ESC4, OLIV8, SDSF4, SDSF5, SD5A, SD5B, SD5C, SD12,
NCSB1, NCSB3, SD7, SD20, SD6A, SD6B, SD9, RAM1, POW1, POW3, POW4, HLX1,
HLX2, HLX6, HLX7, HLX8, SD1, and SD2.

Untreated Water Shutdown – January 8 to January 17, 2012
Untreated water flows south of Del Dios valve vault (2nd Aqueduct) will be
terminated.
• Contractor will undertake preparations for relining of Pipeline 4 west of I‐15.
• Contractor will replace rubber seals on 3 valves at Rancho Penasquitos
Hydroplant (RPH).
• Contractor will perform internal coating repairs to high, and low pressure
pipelines at RPH.
There will be an untreated flow reduction of up to 300cfs from MWD.
The following untreated water connections will be out of service during this
outage: SDSF4, SDSF5, SD5A, SD5B, SD5C, SD12, NCSB1, NCSB3, SD7, SD20, SD6A,
and SD6B.

Untreated Water Shutdown – March 18 to March 24, 2012
Untreated water flows south of Rancho Penasquitos Hydroplant (2nd Aqueduct) will
be terminated.
• Contractor will reconfigure bulkheads and prepare for the next phase of the
relining project.
There will be an untreated flow reduction of up to 300cfs from MWD.
The following untreated water connections will be out of service during this
outage: SD5A, SD5B, SD5C, SD12, NCSB1, NCSB3, SD7, SD20, SD6A, and SD6B.
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MWD
Member
Agency
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Untreated Water Shutdown – May 13 to May 19, 2012
Untreated water flows south of Rancho Penasquitos Hydroplant (2nd Aqueduct) will
be terminated.
• Contractor will reconfigure bulkheads and prepare for the next phase of the
relining project.
There will be an untreated flow reduction of up to 300cfs from MWD.
The following untreated water connections will be out of service during this
outage: SD5A, SD5B, SD5C, SD12, NCSB1, NCSB3, SD7, SD20, SD6A, and SD6B.

Treated Water Outage‐ January 23 to February 2, 2012
Description
Treated water flows on the Tri Agencies Pipeline will be shutdown at the
connection to the 2nd Aqueduct.
Purpose
• Water Authority crews will replace corroded pipe spools at several
appurtenant structures along the Tri Agencies Pipeline.
Affects on MWD
There will be a treated water flow reduction of 30 cfs from MWD.
Member Agency All treated water connections on the Tri Agencies Pipeline will be affected,
Connections
including: VAL9, VID8, VID9, VID10, CR3, CR4, and OCS4.
Affected

Untreated Water Outage‐ February 27 to March 7, 2012
Description
The San Vicente (SV) Pump Station piping and the SV to 2nd Aqueduct
Interconnect Pipeline will be drained.
Purpose
• Water Authority crews will perform warranty inspections on the SV
Interconnect Pipeline, SV Pump Station, surge tank and piping.
Affects on MWD
None.
Member Agency None.
Connections
Affected

Description

Untreated Water Outage‐ April 16 to April 25, 2012
The Lake Hodges Hydroplant and tunnel pipeline will be drained.

• Water Authority crews will perform warranty inspections on the Lake Hodges
Tunnel, surge shaft rock grate, and major equipment at the facility.
Affects on MWD
None.
Member Agency None.
Connections
Affected
Purpose
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San Diego County Water Treatment Plant Shutdowns
In order to optimize the delivery, treatment, and storage of water in San Diego County, a
request was sent to the Member Agency Operating Heads to obtain schedules for member
agency treatment plant expansions, CIP tie‐ins, and scheduled treatment plant maintenance.
The goal of this request is to facilitate the production of one schedule that the member
agencies can use to schedule their work at times that will have the least impact on the region.
Responses from member agencies confirmed upcoming maintenance activities including those
shown in Figure 8. A number of other maintenance projects were also identified, but they
lacked firm schedules. These types of projects, as well as Treatment Plant Shutdown
coordination, will be carried throughout the year as standing discussion items at the regularly
scheduled Operating Head meetings.

Figure 8 ‐ Scheduled Member Agency Maintenance Coordination
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Water Authority Aqueduct Energy Production/Consumption
With the completion of the Lake Hodges Pump Storage Project, the Water Authority will be
operating two power generation facilities during FY 2012. With the completion of the San
Vicente Pump Station, the Water Authority will be operating five pump stations during FY 2012,
along with the Twin Oaks Valley Water Treatment Plant. Following is a list of those facilities
along with their anticipated operation schedules and costs:
¾ Rancho Peñasquitos Hydroelectric Facility
o Projected months of operation: July 2011 to June 2012
o Power generating capacity: 4.5 megawatts.
o Estimated Power: 13,962 mega Watt (MW) hrs
o Estimated Revenue: $800,000
o Projected power consumption cost per month: $950
o Total power consumption cost per year: $11,400
¾ Lake Hodges Pump Storage Facility
o Projected months of operation: TBD
o Power generating capacity: 20 megawatts (single turbine operation), 40 megawatts
(two turbine operation)
o Estimated Power: On call, based on SDG&E demands
o Estimated Revenue: TBD
o Projected power consumption cost per month: $22,000
o Total power consumption cost per year: $264,000
o Projected pump cost per year: $0 (generation/pump‐back is paid by “generation bank”,
yield pumping is paid for by agency moving water)
¾ Olivenhain Pump Station
o Projected months of operation: December of 2011 and February of 2012
o Pumps (three available): One pump operation
o Projected power consumption cost per month: $4,200
o Projected pump cost per month: $49,800
o Projected pump cost for the year: $99,600 (2 months pump operation)
o Total power consumption cost per year: $150,000
¾ Escondido Pump Station
o Projected months of operation: May 2012 through June 2012
o Pumps: Two pump operation
o Projected operational cost per month: $800
o Projected pump cost per month: $3,500
o Projected pump cost for the year: $7,000 (2 months pump operation)
o Total power consumption cost per year: $16,600
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¾ P2A Pump Station
o Projected months of operation: Used during emergencies and rare operational periods
o Pumps: Two pump operation
o Projected operational cost per month: $210
o Projected pump cost per month: $0 (no planned operation)
o Projected pump cost for the year: $0
o Total power consumption cost per year: $2,520
¾ Miramar Pump Station
o Projected months of operation: July 2011 through June 2012
o Pumps: One pump operation
o Projected operational cost per month: $120
o Projected Water Authority pump cost per month: $0 (Energy cost for pumping paid by
the City of San Diego)
o Projected Water Authority pump cost for the year: $0
o Total operational power consumption cost per year (excludes pumps): $1,440
¾ San Vicente Pump Station
o Projected months of operation: Emergency drawdown of San Vicente Reservoir during
SVDR project
o Pumps: Three pump operation (3 available)
o Projected operational cost per month: $4,250
o Projected pump cost per month: $155,500
o Projected operational pump cost for the year: $155,500 (1 month pump operation)
o Total operational power consumption cost per year: $206,500
¾ Twin Oaks Valley Pump Station
o Projected months of operation: Used during emergencies
o Projected operational cost per month: $0 (included in TOV Treatment Plant costs)
o Projected pump cost per month: $0 (runs on generators only)
o Projected pump cost for the year: $0
o Total power consumption cost per year: $0
¾ Twin Oaks Valley Water Treatment Plant
o Projected months of operation: July 2011 to June 2012
o Projected operational cost per month (average): $122,870
o Total power consumption cost per year: $1,474,454
¾ Rancho Peñasquitos Hydroelectric Facility
o Projected months of operation: July 2011 to June 2012
o Power generating capacity: 4.5 megawatts.
o Estimated Power: 13,962 mega Watt (MW) hrs
o Estimated Revenue: $800,000
o Projected power consumption cost per month: $950
o Total power consumption cost per year: $11,400
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The total power consumption cost to operate the Lake Hodges Pump/Storage Facility, Rancho
Peñasquitos Hydroelectric Facility, the six pump stations, and Twin Oaks Valley WTP are
estimated to be $1,677,064 for FY 2012. Additionally, power consumption at the Lake Hodges
Pump Storage Facility is projected to be $264,000 annually.
During FY 2011, the Water Authority will achieve approximately 41 percent of the operating
goal of 25,000 MW hrs of energy production at the Rancho Peñasquitos Hydroelectric Facility.
The shortfall of approximately 59 percent is the result of lower than projected untreated water
demand and unscheduled pipeline and facility maintenance (see Figure 9 and Table 1 - Rancho
Hydro Revenues vs. Projections FY 2011 (projected values in red)).

Figure 9 ‐ Rancho Hydro Revenues vs. Projections FY 2011
Table 1 ‐ Rancho Hydro Revenues vs. Projections FY 2011 (projected values in red)

Jul

Projected
Monthly
Revenue
$110,944

Actual
Monthly
Revenue
$145,125

Running
Total
Projection
$110,944

Running
Total
Actual
$145,125

% above
or below
projected
30.8

Aug

$110,944

$135,611

$221,888

$280,736

26.5

Sep

$107,400

$103,308

$329,288

$384,044

16.6

SV pipeline valve failure (contractor fix)

Oct

$110,944

$77,962

$440,232

$462,006

4.9

Low flows & shutdown (10/24- 10/31)

Nov

$107,400

$74,420

$547,632

$536,426

-2.0

Low flows & bypass pipeline replacement
(Rancho)

Dec

$110,944

$0

$658,576

$536,426

-18.5

Low flows

Comments

Jan

$119,858

$0

$778,434

$536,426

-31.1

Low flows & cooling water and switchgear
repair (Rancho)

Feb

$100,526

$0

$878,960

$536,426

-39.0

Low flows

Mar

$110,944

$542

$989,904

$536,968

-45.8

Low flows

Apr

$107,400

$0

$1,097,304

$536,968

-51.1

Low flows & SV pump station testing

May

$110,944

$0

$1,208,248

$536,968

-55.6

Low flows

Jun

$107,400

$0

$1,315,648

$536,968

-59.2

Expected Low flows
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Solar Generation
In October of 2010, a Solar Power and Services Agreement was signed between the Water
Authority and Borrego Solar Systems Incorporated (Provider) which allows Borrego Solar to
install solar systems at the Kearny Mesa Headquarters, Escondido Operations Center, and the
Twin Oaks Valley Water Treatment Plant. The Water Authority would then purchase the power
generated at these sights at rates lower than the projected utility rate. The systems are owned,
financed, and maintained by the Provider so that there are no expenses to the Water Authority
other than the staff time required to execute the agreements and ensure that the construction
does not inhibit the Water Authority’s mission. Construction is currently underway at all 3
facilities and completion dates are near the beginning of FY2012. Following is a list of the three
solar facilities along with their anticipated operation schedules and costs:
¾ Escondido Operations Center
o Projected Months of Operation: July 2011 to June 2012
o Estimated Generation: 310,140 kWh
o Estimated Cost: $43,420
o Estimated Savings: $1,501
¾ Twin Oaks Valley Water Treatment Plant
o Projected Months of Operation: July 2011 to June 2012
o Estimated Generation: 1,734,845 kWh
o Estimated Cost: $242,878
o Estimated Savings: $15,893
¾ Kearny Mesa Headquarters
o Projected Months of Operation: July 2011 to June 2012
o Estimated Generation: 728,562 kWh
o Estimated Cost: $102,000
o Estimated Savings: $5,795
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Reservoirs and Storage Opportunities
Member agency and Water Authority reservoirs serve multiple functions including: surface
water capture, seasonal shift water storage, carryover storage, and local sources of emergency
water supplies. Member agency and Water Authority reservoirs function as system capacity
buffers during peak demand periods and offer a level of security for short and long‐term
emergency situations. The size and location of each reservoir affects the extent to which it can
perform the various functions, as does the individual agencies’ operational plan implemented
at each location (Figures 10, 11 and Table 2).

Figure 10 ‐ Location and Relative Capacities of San Diego County Reservoirs

Page 434 of 563

‐ 19 ‐

Table 2 ‐ Storage/Capacity in Member Agency and Water Authority Reservoirs (AF)
Storage As of May 1, 2011
Reservoir

1

Total

Usable

Dead
(unusable)

Member
Agency

Carryover

ESP

Water
Authority

Total

Henshaw

51,774

51,768

6

20,951

20,951

Wohlford

6,506

6,156

350

2,587

2,587

Dixon

2,606

2,541

65

2,299

2,299

Sutherland

29,508

29,396

112

20,770

20,770

Hodges

30,251

28,422

1,829

30,142

30,142

883

717

558

558

San Dieguito
2

San Vicente

(see Note 2 below)
El Capitan

90,200

38,680
89,859

112,807

109,992

Murray

4,684

4,292

Cuyamaca

8,195

Jennings

166
341

32,241

9,660

41,901

2,815

91,419

13,130

104,549

3,575

3,575

8,195

2,413

2,413

9,790

9,790

8,869

8,869

Loveland

25,400

25,225

175

25,400

25,400

Sweetwater

28,079

27,179

900

Morena

50,694

50,020

674

13,234

13,234

Barrett

34,806

34,207

599

35,726

35,726

Lower Otay

49,849

46,026

3,823

Miramar

6,682

5,774

908

5,410

5,410

Poway

3,330

2,560

770

3,156

3,156

12,000

11,800

200

2,708

2,708

1,612

1,552

60

1,612

1,612

24,789

24,746

43

Ramona
Turner
Olivenhain

392

14,060

37,169

5,650

19,710

5,630

42,799

18,000

2,040

20,040

Notes:
1. Capacity information: JMM Consulting Engineers, Inc. (1990), San Diego County Water Authority Optimal
Storage Study: Reservoir Summary Report, unless updated by Member Agency staff.
2. San Vicente Reservoir’s usable storage capacity prior to the dam raise was 90,200 AF. It is drawn down to
approx. 38,680 AF until 2013 to facilitate the San Vicente dam raise portion of the Emergency Storage Project.

In addition to meeting local storage and operational demands, both the Olivenhain and San
Vicente reservoirs play a significant role in the Water Authority’s Emergency Storage Program
(ESP), regional carryover storage, and the Emergency Storage Operations Guidelines (ESOG).
These reservoirs figure prominently in planned responses to regional emergency situations
related to water supply availability.
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Figure 11 ‐ Reservoir Levels (% of Capacity) as of May 1, 2011
(This Figure represents the Water Authority’s Carryover Storage and ESP not the individual Member Agencies)
Note: San Vicente Reservoir’s usable storage capacity prior to the dam raise was 90,200 AF. It is drawn down to approx. 38,680 AF until 2013 to facilitate the
San Vicente dam raise portion of the Emergency Storage Project.
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Major Maintenance Activities
The major maintenance activities planned by the O&M Department for FY 2012 include:
¾ Pipeline 5EI/5EII ‐ Air Release Piping Replacement
During FY 2012, O&M staff will replace air release piping and cap buried outlets during
the shutdown. This work will take place between Twin Oaks Water Treatment Plant and
Rancho Peñasquitos Hydroelectric Facility.
¾ Pipeline 4EII, Otay 13 Valve Replacement
O&M staff will replace pressure relief valves in the Otay 13 FCF, at the Lower Otay
Reservoir.
¾ Fallbrook 4 Rehabilitation
O&M staff will repair piping in two locations (within the FCF) with a butt strap, replace
the venturi meter, and replace the plug valve with a cone valve. Fallbrook 4 FCF is
located on the second aqueduct, approximately 2/3 of a mile south of the MWD point of
delivery.
¾ Olivenhain 1 Rehabilitation
O&M staff will replace the corroded pipe spool, venturi meter, and the control valve in
Olivenhain 1 FCF. Olivenhain 1 FCF is located on the second aqueduct, approximately 2
½ miles west of the Olivenhain Reservoir.
¾ VID 3 Rehabilitation
O&M staff will replace a section of piping, replace the venturi meter, and replace the
control valve. VID3 FCF is located approximately 2 miles south of the Twin Oaks Water
Treatment Plant.
¾ Tri Agencies Pipeline Blow‐off Rehabilitation
O&M staff will replace piping in blow‐off structures at three locations along the Tri
Agencies Pipeline and will move isolation valves directly next to the aqueduct to reduce
corrosion risks at those locations. The Tri Agencies pipeline extends westward for
approximately 4 ½ miles from its connection to the second aqueduct in San Marcos.
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Online Operations Portal
Over the past 16 months Water Authority staff, in consultation with staff from the member
agencies, have developed and launched a number of online applications that automate
important water delivery and water quality activities intended to enhance communication
between the member agencies and the Water Authority’s Operations Department.

Figure 12 ‐ Online Operations Portal Switch‐Board

Page 440 of 563

‐ 25 ‐

The Online Operations Portal (Figure 12) is a secure, user‐friendly application interface that
affords select member agency, and Water Authority staff access to applications and
information specific to each users’ agency, and/or work needs (e.g., only approved operations
staff can access the “Online Ordering System” portion of the portal). Data‐input interfaces
enforce desired business processes, and include automated data validation and review prior to
database storage and report generation. The current functionality of the Online Operations
Portal includes:
Online Ordering System
‐Allows select member agency staff to review current flow orders for each of their
agency’s metered connections and place orders for changes with Water Authority
Operations staff.
‐All orders are securely saved in a database and written copies of orders are generated
and sent to the ordering agency and to the Water Authority’s operations control room
(Water Authority Operations staff monitor this system in real‐time, 24/7).
Water Quality
‐Provides Water Authority staff with an efficient system for inputting water quality
information and generating daily water quality reports for our treated and untreated
systems.
‐Water quality data and reports are available to member agency staff on a daily basis.
‐This system is used as a method of communications in the Water Authority’s
“Nitrification Response Plan.”
Treatment Plant Flows
‐Allows member agency, and Water Authority staff to input daily water treatment plant
flows for database storage and daily report generation.
Reservoirs
‐ Allows member agency, and Water Authority staff to input weekly reservoir storage
levels for database storage and daily report generation.
Documents
‐Automatically selects water quality related reports from MWD and posts them for
member agency use.
‐Current plans are to include other important Water Authority, and member agency
documents in the future.
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June 15, 2011

Attention:

Engineering & Operations Committee

CLOSED SESSION:
Conference with Legal Counsel – Existing Litigation
Government Code §54956.9(a) – Traylor-Shea Joint Venture v SDCWA; Case No. 37-200900090545-CU-BC-CTL
Traylor-Shea Joint Venture v SDCWA; Case No. 37-201100092666-CU-BC-CTL
Purpose
This memorandum is to recommend that the committee by motion hold a closed session,
pursuant to Government Code §54956.9(a) to discuss the above-referenced matter at the
June 23, 2011, Board meeting.
A closed session has also been included on the agenda of the formal Board of Directors’
meeting. Unless the Board desires additional discussion, it is not staff’s intention to ask for a
closed session with the full Board at that time, but staff may request action to confirm directions
given or action recommended by the committee.

Prepared by: Daniel S. Hentschke, General Counsel
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June 15, 2011

Attention:

Engineering & Operations Committee

CLOSED SESSION:
Conference with Legal Counsel - Potential Litigation
Government Code §54956.9(b)(1) – OMWD – Elfin Forest Reserve

Purpose
This memorandum is to recommend that the committee by motion hold a closed session,
pursuant to Government Code §54956.9(b)(1) to discuss the above-referenced matter at the
June 23, 2011, Board meeting.
A closed session has also been included on the agenda of the formal Board of Directors’
meeting. Unless the Board desires additional discussion, it is not staff’s intention to ask for a
closed session with the full Board at that time, but staff may request action to confirm directions
given or action recommended by the committee.

Prepared by: Daniel S. Hentschke, General Counsel
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WATER PLANNING COMMITTEE
AGENDA FOR
JUNE 23, 2011

Mitch Dion – Chair
Hershell Price – Vice Chair
Javier Saunders – Vice Chair
Brian Boyle
Betty Ferguson
Lynne Heidel
Michael Hogan

Jeremy Jungreis
John Linden
Bud Pocklington
Fern Steiner
Gerald Walson
Mark Watton
Ken Williams

1.

Roll call – determination of quorum.

2.

Additions to agenda (Government Code Section 54954.2(b)).

3.

Public comment – opportunities for members of the public to address the
Committee on matters within the Committee’s jurisdiction.

4.

Chair’s report.
4-A Directors’ comments.

I.

CONSENT CALENDAR

II.

ACTION/DISCUSSION
1.
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Adoption of Water Authority’s 2010 Urban Water Management
Plan.
Staff recommendation: Adopt the resolution approving the Water
Authority’s 2010 Urban Water Management Plan and submit the
2010 Plan to the State of California by July 23, 2011, in order to
comply with the Urban Water Management Planning Act of the
California Water Code. (Action)

Kelley Gage

2.

III.

Carlsbad Desalination Project.
2-A Status report on Carlsbad Desalination Project.
(Information)

Robert Yamada

2-B

Robert Yamada

Approve guiding principles for member agency purchases
of potential Water Authority-owned local water supplies
from the Carlsbad Desalination Project and corresponding
revisions to the Local Supply Conveyance and Exchange
Policy.
Staff recommendation:
1.
Adopt the proposed guiding principles solely for
allowing member agency purchases of potential
Water Authority-owned local water supplies from
the Carlsbad Desalination Project.
2.
Approve corresponding revisions to the Local
Supply Conveyance and Exchange Policy. (Action)

INFORMATION
1.

Water Resources report.

IV.

CLOSED SESSION

V.

ADJOURNMENT

Ken Weinberg

Doria F. Lore
Clerk of the Board
NOTE:

This meeting is called as an Water Planning Committee meeting. Because a quorum of the Board may be present, the meeting is also
noticed as a Board meeting. Members of the Board who are not members of the Committee may participate in the meeting pursuant to
Section 2.00.060(g) of the Authority Administrative Code (Recodified). All items on the agenda, including information items, may be
deliberated and become subject to action. All public documents provided to the committee or Board for this meeting including materials
related to an item on this agenda and submitted to the Board of Directors within 72 hours prior to this meeting may be reviewed at the San
Diego County Water Authority headquarters located at 4677 Overland Avenue, San Diego, CA 92123 at the reception desk during normal
business hours.
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June 15, 2011
Attention:

Water Planning Committee

Adoption of Water Authority’s 2010 Urban Water Management Plan. (Action)
Staff recommendation
Adopt the resolution (Attachment 1) approving the Water Authority’s 2010 Urban Water
Management Plan (2010 Plan) and submit the 2010 Plan to the State of California by July
23, 2011, in order to comply with the Urban Water Management Planning Act of the
California Water Code.
Background
The California Urban Water Management Planning Act (Act), which is included in the California
Water Code, requires all urban water suppliers within the state providing water to more than 3,000
customers or supplying more than 3,000 acre-feet of water annually to prepare Urban Water
Management Plans (Plans). The Plans must be adopted and submitted to the Department of Water
Resources by December 31, in years ending in zero and five. However, due to recent changes in the
Act, State law has extended the deadline for 2010 Plans to July 1, 2011. An agency must have a
Plan prepared pursuant to the Act in order to be eligible to receive funding or drought assistance
from the State.
A copy of the 2010 Plan was mailed to each Board member on May 6, 2011. The major activities
in development of the 2010 Plan are highlighted in the table below:

Oct. 1, 2009
Aug. 26, 2010
Feb. 10, 2011
Feb. 25, 2011
Mar. 7, 2011
Mar. 31, 2011
Apr. 28, 2011
May 6, 2011
May 23, 2011
May 26, 2011
June 6, 2011
June 15, 2011
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Kick-off meeting with member agencies
Report to Board on schedule for preparation of the 2010 Plan
Committee workshop on preliminary baseline demand forecast and supply mix
Preliminary demand forecast distributed to member agencies
Host Department of Water Resources workshop on preparation of 2010 Plan
Member agency draft 2010 Plan distributed for technical review and comment
Update to Board on schedule and release of 2010 Plan
Public review draft 2010 Plan distributed to Board and public for review
Committee workshop on proposed elements of 2010 Plan, including demand
forecast and supply mix
Public hearing to receive comments on draft 2010 Plan
Comments due on draft 2010 Plan
Final draft 2010 Plan distributed to Board

Water Planning Committee
June 15, 2011
Page 2 of 3
Discussion
The 2010 Plan serves a critical role in forecasting demands over the next 25 years and
documenting the diverse resource mix necessary to meet these demands. The 2010 Plan, which
must be submitted to the Department of Water Resources (DWR) within 30 days of adoption (by
July 23, 2011), documents the great strides that the Water Authority and its member agencies are
making to conserve and diversify their supplies. In 2003, conserved agricultural transfer water
from the Imperial Valley began flowing to the region, with 70,000 AF/YR being delivered in
2010 and will continue to ramp up to provide 200,000 AF/YR by 2021. In addition, the Water
Authority’s assigned rights to 77,700 AF/YR of conserved water from projects that lined the AllAmerican and Coachella Canals began deliveries in 2007. The Water Authority is continuing its
efforts with Poseidon towards development of the Carlsbad Seawater Desalination Project at the
Encina Power Station in Carlsbad. This regional project is expected to provide 56,000 AF/YR
by 2016.
As the 2010 Plan highlights, developing these supplies is key to diversifying the region’s water
supply sources, but other factors are just as important, such as member agencies implementing
and managing local resources and compliance with retail water use efficiency targets under
SBX7-7. Local surface water, groundwater, and recycled water are all important elements of a
diverse water supply portfolio. Likewise, it is critical that the Metropolitan Water District
provide a reliable supply of imported water to the region. The Water Authority, its member
agencies, and Metropolitan must all work together to ensure a diverse and reliable supply for the
region. To address potential uncertainties in water supply planning which may compromise
reliability, the 2010 Plan includes a new section on Scenario Planning. The Scenario Planning
process assesses the potential risks associated with implementation of the supply mix and
identifies management strategies to help deal with the uncertainties.
The Water Authority coordinated preparation of the draft 2010 Plan with its member agencies.
Member agencies participated in the development of the regional water demand forecast and
provided local supply figures. The member agencies have reviewed the draft 2010 Plan and their
comments are incorporated.
The Water Authority received written public comments from four entities and one individual on the
draft 2010 Plan following public release on May 6, 2011. Written comments focused on the areas
of demand management and Water Authority programs to assist member agencies with compliance
under SBX7-7, and clarification of Scenario Planning risk assessments. Six public speakers
provided oral comments at the May 26, 2011, public hearing on the draft 2010 Plan. Comments
provided were all in support of the supply diversification strategy for the water resources mix in the
2010 Plan, and focused on support of seawater desalination. The deadline for receipt of comments
was June 6, 2011. Water Authority staff has incorporated public comments into the final 2010 Plan
where appropriate.
Water Authority staff submitted the draft 2010 Plan to DWR for their review for completeness and
compliance with the Act. DWR provided comprehensive comments on June 8, 2011, and staff has
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Water Planning Committee
June 15, 2011
Page 3 of 3
incorporated all of the comments into the final 2010 Plan. On June 15, 2011, a CD containing the
final 2010 Plan was distributed to the Board under separate cover for review and consideration. The
final 2010 Plan has been posted on the Water Authority’s website at www.sdcwa.org. Staff is
requesting adoption of the final 2010 Plan.
Prepared by: Kelley Gage, Senior Water Resources Specialist
Reviewed by: Ken Weinberg, Director of Water Resources
Approved by: Sandra L. Kerl, Deputy General Manager
Attachment:

Page 450 of 563

1. Resolution approving the 2010 Urban Water Management Plan
2. Public Comments received on 2010 Urban Water Management Plan

Attachment 1
RESOLUTION NO. 2011- ______
A RESOLUTION OF THE BOARD OF
DIRECTORS OF THE SAN DIEGO COUNTY
WATER AUTHORITY APPROVING THE 2010
URBAN WATER MANAGEMENT PLAN

WHEREAS, California Water Code Section 10610 et seq., known as the Urban Water
Management Planning Act (Act), requires urban water suppliers to prepare and adopt an Urban
Water Management Plan every five years on or before December 31, in years ending in five and
zero; and
WHEREAS, due to recent changes in the Act, State law has extended the deadline for
adoption of the 2010 Urban Water Management Plans (2010 Plan) to July 1, 2011; and
WHEREAS, the Act specifies the requirements and procedures for adopting such Urban
Water Management Plans; and
WHEREAS, pursuant to the Act the Water Authority prepared a draft 2010 Plan in
consultation with the Water Authority’s member agencies and Metropolitan Water District of
Southern California in the areas of water demand forecasting and identification of local and imported
supplies; and
WHEREAS, the draft 2010 Plan was made available for public review commencing May 6,
2011, and ending on June 6, 2011, notices of the availability of the draft 2010 Plan and of the public
hearing to receive comments on the draft 2010 Plan on May 26, 2011, were published in accordance
with applicable law; and
WHEREAS, copies of the draft 2010 Plan were distributed to Water Authority member
agencies, interested parties who submitted requests for copies, as well as to each of the cities within
the Water Authority’s service area and the County of San Diego; and
WHEREAS, the final 2010 Plan incorporating changes to the draft Plan as a result of certain
comments, were distributed to the Water Authority Board of Directors prior to the June 23, 2011,
Board meeting; and
WHEREAS, the Water Authority Board of Directors, upon recommendation of the General
Manager, and the information presented to it at a committee workshop on May 23, 2011, and Board
meeting on May 26, 2011, has determined that the final 2010 Plan, dated June 23, 2011, and on file
with the Clerk of the Board is consistent with the Act and is an accurate representation of the water
resources plan for the Water Authority;
NOW THEREFORE, the Board of Directors of the San Diego County Water Authority
resolves as follows:
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1.
The foregoing recitals are true and correct and constitute the findings and
determinations of the Board.
2.
The final 2010 Plan, dated June 23, 2011, on file with the Clerk of the Board, is
approved and adopted.
3.

The General Manager is hereby directed to:
•

•
•
•

Submit the 2010 Plan to the California Department of Water Resources, the
California State Library, each Water Authority member agency, the County of San
Diego and each city within the territory of the Water Authority not later than July
23, 2011;
Make the 2010 Plan available for public review through the Water Authority’s
Internet web site;
Make the 2010 Plan available for public review at the Water Authority
headquarters during the Water Authority’s normal business hours;
Implement the 2010 Plan consistent with the Water Authority’s Administrative
Code, adopted Operations and Capital Improvement Plan Budgets, adopted Water
Facilities Master Plan and other formal action of the Board.

4.
The General Manager is further directed to periodically review the 2010 Plan in
accordance with applicable law and recommend to the Board amendments to the plan as may be
appropriate as a result of such review.
5.

This resolution is effective upon adoption.

PASSED, APPROVED AND ADOPTED this 23rd day of June 2011, by the following vote:
AYES:
NOES:
ABSTAIN:
ABSENT:
___________________________________
Michael T. Hogan, Chairman
Board of Directors
ATTEST:
_________________________
Richard Smith, Secretary
Board of Directors
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I, Doria F. Lore, Clerk of the Board of the San Diego County Water Authority, do hereby
certify that the above and foregoing is a full, true and correct copy of said Resolution 2011 of
said Board and that the same has not been amended or repealed.
__________________________
Doria F. Lore
Clerk of the Board
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Attachment 2

Public Comments received on
Water Authority’s 2010 Urban Water Management Plan
#

Individual
/Entity

Comment

Water Authority Response

1

Deb Beddoe

Supports strategies in the 2010 Plan: diversify
water supplies, implement conservation efforts,
educate public on conservation. Continue moving
Carlsbad Seawater Desalination Project forward.
Request the Board approve the 2010 Plan at June
23rd meeting.

Comments noted.

2

California
Coastal
Coalition

Supports 2010 Plan. Continues to support Water
Authority and Poseidon’s efforts on Carlsbad
Seawater Desalination Project.

Comments noted.

3

Equinox Center

“… it is not clear from this planning document,
nor from the Water Authority’s proposed 20122013 budget, how decisions about which
[supply] strategies to pursue are being made
from a cost perspective. We recommend the
costs for different potential portfolios or
scenarios be laid out in the document so the
public and ratepayers can understand the
difference between the choices being made.”

It is important to understand that the water supply mix in the 2010
Plan represents a compilation of verifiable local supply data provided
by the Water Authority’s member agencies, Water Authority
contracted verifiable supplies, and supplemental verifiable supplies
provided by Metropolitan. As such, the water supplies relied upon in
the 2010 Plan are either existing, part of a long-term supply contract
(or in the case of the Carlsbad Desalination Project, a Term Sheet has
been approved and a final long-term supply contract is being
developed for Board consideration), or the supply is considered
“verifiable” meaning that sufficient planning and documentation
exists as proof of progress. This includes CEQA certification,
resource agency permits, governing body budget and contractual
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#

Individual
/Entity

Comment

Water Authority Response
actions. Each agency that is developing a verifiable supply has gone
through a strategic decision making process that included financial
and rate analysis, environmental documentation and in many
instances additional public review during the project permitting
process. There is no strategic decision regarding these supplies, since
they are already in place or the development of the supply is well
under way.
However, as noted in Section 10 of the Plan, there are
uncertainties associated with the 2010 Plan’s supply mix including
for example, the future reliability of Metropolitan imported supplies,
regulatory uncertainty, as well as climate change and hydrologic
uncertainty. These uncertainty scenarios could create supply gaps
that will require strategies to be in place to fill those supply gaps.
Text has been added to Section 10 of the final 2010 Plan, reflecting
incremental unit cost of supply. Decisions on which supply strategies
to pursue, including consideration of different member agency
additional planned and conceptual supplies, as well as consideration
of the costs and benefits of different regional supply strategies
(including the facilities required), will a be a part of the Water
Authority’s Regional Water Facilities Master Plan Update process
currently under way. Supply and facility alternatives that are
developed and included in the Master Plan will be considered by the
Water Authority Board and will be vetted through the CEQA
process. A Program Environmental Impact Report will be completed
for the Master Plan Update, and will allow for additional public input
throughout the CEQA process.
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#

Individual
/Entity

4

Comment

Water Authority Response

Equinox Center

“…although the UWMP states that the region
has conserved over 650,000 Acre-Feet since
1991, the plan does not make clear how much
various programs contributed to that
conservation, nor at what cost... We recommend
the Water Authority better document both where
water savings are coming from as well as how
much it cost to achieve those savings.”

The Water Authority complies with all provisions of the California
Urban Water Conservation Council’s “Memorandum of Understanding
Regarding Urban Water Conservation in California” and is therefore in
compliance with Sections 10631(f) and 10631 (g) of the Act (Section
10631(j)). However, information on the water savings generated by the
Water Authority’s water conservation programs and related program
costs are included in Appendix D of the Plan.

5

Equinox Center

“In the longer term, CWA will be able to reduce
its infrastructure costs and debt load if efficiency
activities are given more consideration in this
plan, and we urge the Water Authority to
strengthen its activities in this area. For example,
what elements of the 2007 Blueprint for Water
Conservation will be implemented and how?”

The Water Authority complies with all provisions of the California
Urban Water Conservation Council’s “Memorandum of Understanding
Regarding Urban Water Conservation in California” and is therefore in
compliance with Sections 10631(f) and 10631 (g) of the Act (Section
10631(j)) and not required to include in the 2010 Plan a discussion on
implementation of the Blueprint for Water Conservation. However, in
response to the comment, in December 2010, the Water Authority’s
Board of Directors directed staff to concentrate their efforts for the
remainder of the fiscal year on the following activities that are
consistent with the Blueprint for Water Conservation: residential
surveys, K-12 education, landscape audits, Metropolitan device-based
incentives, and development of customer tools, including WaterSmart
Target, technical resources, websites and resource lists.

6

Equinox Center

“…the plan then assumes no additional water
savings during the planning period between 20202035, and in fact projects an overall 20% increase
in total water use over 2005-2010 levels. We

State legislation SBX7-7 requires a 20 percent reduction in urban per
capita water use by 2020 and did not provide requirements on water use
efficiency (WUE) goals post 2020. Compliance with the gpcd targets
in SBX7-7 represents a significant increase in water use efficiency than
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#

7

Individual
/Entity

Equinox Center
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Comment

Water Authority Response

believe there should be a great effort to
incorporate and quantify efficiency and
conservation savings in the post 2020 period.”

previously contemplated under the Best Management Practices
contained in the “Memorandum of Understanding Regarding Urban
Water Conservation in California.” The 2010 update maintains those
efficiencies through the planning horizon of 2035. The savings in year
2030 as shown in the 2010 update is 34,000 acre-feet more than what
was contemplated for that year in the 2005 UWMP. At this point there
is insufficient data to plan for additional consumer efficiencies beyond
achieving the 2020 gpcd targets and maintaining them through the
planning horizon. It should be noted that consideration of demand
hardening must be taken into account for the later years within the 2010
Plan planning horizon. The 5 year update cycle of the UWMP will
allow any new information about efficiencies post 2020 to be
incorporated into future plans.

“According to our reading of the UWMP, even
with additional local supplies including
desalination, the MWD would be supplying the
San Diego region with 323,030 AF in 2035,
approximately 40% of the region’s projected total
demand. If the San Diego region were to instead
keep our total demand flat (using the 2005-2010
total demand average), we could potentially
reduce that to 30%--a truly significant
achievement. On that topic, we would like to
request clarification about these percentages and
how they contrast with percentages contained on
p. 5 in the 2012-13 recommended budget showing

The mix of water resources presented in the 2012-13 recommended
budget is from the Water Authority’s adopted 2005 Urban Water
Management Plan. Due to the deadline extension for 2010 Plan
submittal to the Department of Water Resources by July 1, 2011, the
2010 Plan will be adopted at the Water Authority’s June 23, 2011
Board meeting. Since the 2012-13 recommended budget is being
approved on the same day as 2010 Plan adoption, staff was not able to
incorporate the water resources mix from the 2010 Plan into the 201213 budget. Given the economic and population growth forecasted by
SANDAG during the planning period total demand does not meet
historic highs until approximately 2030 which is a strong indicator of
regional water efficiency. It should be noted that total demand between
2005-2010 reflects both water use restrictions due to a statewide

4

#

Individual
/Entity

Comment

Water Authority Response

MWD providing only 23% of the supply in 2020.” drought and the worst economic recession since the Great Depression
of the 1930’s, both factors that served to reduce demands significantly.
The cost of reaching the SBX7-7 goals has not been estimated at this
time but will more appropriately be reflected in individual agencies
implementation documents and budgets.
8

Equinox Center

“We ask the Water Authority to include in its
UWMP an analysis of the cost to keep demand
flat from the 2005-2010 total demand instead of
needing to find the additional 130,413 Acre-Feet
to meet the projected demand of 778,444 AF in
2035. In making some simple calculations, we
found that a target of 144 GPCD would allow us
to do that.”

Please refer to response for Comment 3.

9

Equinox Center

“We believe there is a new path forward for our
region: one that employs the latest technologies,
innovative pricing structures and other
mechanisms to discourage waste and incentivize
efficiency. It is time to go beyond a “compliance
mentality” and consider water efficiency as an
opportunity to achieve competitive advantage for
our region.”

Comments noted.

“…[the 2010 Plan] does not link specific
conservation efforts to quantified reductions in
water use. While the requirements of SBX7-7 are
technically imposed on member retail agencies

The Water Authority complies with all provisions of the California
Urban Water Conservation Council’s “Memorandum of Understanding
Regarding Urban Water Conservation in California” and is therefore in
compliance with Sections 10631(f) and 10631 (g) of the Act (Section

10 San Diego
County
Taxpayers
Association
(SDCTA)
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#

Individual
/Entity

Comment

Water Authority Response

and not the Water Authority itself, it nevertheless
seems necessary to quantify how individual
conservation efforts, as well as these efforts
collectively, will reduce urban per capita water
use. If precise metrics are unavailable or
impracticable, the Water Authority should, at a
minimum, provide general criteria for
quantitatively assessing the effectiveness of the
conservation programs highlighted in the draft
UWMP.

10631(j)). However, detailed program information on the Water
Authority’s water conservation programs, including program costs, is
included in Appendix D of the Plan. Because of SBX7-7 there will be
only one metric by which success in achieving efficiencies will be
evaluated, the gpcd target.

11 SDCTA

“…total amounts of funds from these various
sources are not provided; nor is a breakdown of
expenditures for specific conservation programs.
Because conservation initiatives are an integral
part of SBX7-7 compliance, and because these
programs are funded at least partially through
ratepayer funds, we believe that the Water
Authority should provide more detail about the
sources and destinations of these funding
streams.”

The Water Authority complies with all provisions of the California
Urban Water Conservation Council’s “Memorandum of Understanding
Regarding Urban Water Conservation in California” and is therefore in
compliance with Sections 10631(f) and 10631 (g) of the Act (Section
10631(j)). However, information on the source and amount of funding
for the Water Authority’s water conservation programs is included in
Appendix D of the Plan.

12 SDCTA

“ these voucher and other economic incentive
programs are an essential component of the Water
Authority's efforts to increase conservation within
San Diego County. If the possibility remains that
Metropolitan would discontinue such programs in
our region, contingency plans for keeping them

Comment noted.
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Individual
/Entity

Comment

Water Authority Response

operational should be developed and included in
the final draft of the UWMP.”
13 SDCTA

“The discussion of recycled water efforts in the
draft UWMP does not address the potential
conflict that could arise in trying to pursue greater
nonpotable recycled water programs, should
indirect potable reuse (IPR) become widespread
throughout the region. Specifically, non-potable
recycled water treatment could become less
economically efficient if IPR projects are
implemented on a large scale in the future. While
changes in the regulatory landscape can be
captured in future updates to the UWMP,
acknowledging the need to continually reassess
priorities in technology may be necessary in the
final draft of the UWMP.”

The Water Authority recognizes that advances in science, technology
and public policy have the potential to make potable reuse projects an
important future water supply for the San Diego Region. We also
recognize that there has been a significant investment of hundreds of
millions of dollars in the San Diego Region in construction and
operation of infrastructure for the distribution of recycled water for
non-potable purposes. Based on existing investments and
commitments, we believe that it is likely that the use of recycled water
for non-potable purposes will continue into the future for economic
reasons and because not all project proponents have the ability to store
purified recycled water in surface reservoirs or groundwater basins. As
such, we do not necessarily see these two distinct uses of recycled
water as having competing interests. As our member agencies continue
to advance projects that will develop new water supplies through
potable reuse and establish a firm commitment to incorporate that
supply into their urban water management plans as a verifiable water
supply, we will update our supply portfolio to reflect these changes.

14 SDCTA

“In discussion of the fifth amendment to the [IID]
Agreement, which set the price per acre-foot (AF)
of transferred water through 2015, the Water
Authority notes that it was required to pay $6
million in 2009, and $50 million in 2010, to IID,
"provided that a transfer stoppage is not in effect
as a result of a court order in the QSA coordinated

Cash terms of the Fifth Amendment required the Water Authority to
pay IID $6 million at the end of calendar year 2009. This payment was
intended to true-up the price for calendar years 2008-2009 based on the
new Gross Domestic Product Implicit Price Deflator (GDPIPD) as
published by the Bureau of Economic Analysis of the U.S. Department
of Commerce. The Water Authority fulfilled this obligation on
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#

Individual
/Entity

Comment

Water Authority Response

cases." It is not clear, however, whether this
money was part of a standard payment for
transferred water, or pursuant to another
requirement under the Agreement. Additional
detail would clarify the specific reason these
payments were made to IID.”

December 31, 2009.

15 SDCTA

“…we believe that further clarification is needed
to demonstrate how quickly the Water Authority
believes it will reduce its demands to the
preferential-rights level of 17.47 percent. If
Metropolitan experiences a supply shortage,
forcing it to reduce deliveries to minimum
required levels, the Water Authority would have
to account for the three percentage-point
discrepancy between its preferential rights and
current purchases.”

Section 9.3 of the 2010 UWMP includes an assessment of multiple dryyear demand and supply estimates. Tables 9-3 through 9-6 contain a
breakdown of estimated member agency, Water Authority, and
Metropolitan supplies available to meet Water Authority demands
under multiple dry-years. In this scenario, Metropolitan supplies are
based on the preferential rights allocation methodology. As shown in
the tables, the estimated Metropolitan preferential rights supply, along
with the Water Authority’s ramp-up of core transfers, regional seawater
desalination supplies and utilization of carryover storage, are sufficient
to avoid shortages over most of the 2010 Plan planning horizon.

16 SDCTA

“…we believe that Section 8 should provide
more detail as to specific IRWM Plan projects the
Water Authority has already funded, as well as
those that intend to be financed with Proposition
84 funds.”

Detailed information about the projects that have already received
funding through the San Diego IRWM Program will be provided in the
update of the 2007 IRWM Plan (the Proposition 84 grant program
remains a tentative award as of this writing). Section 8 of the final 2010
Plan has been updated to reflect current status. As to which projects
will be submitted for funding when new grant programs are announced,
this will depend on the emphasis of the grant program. One of the
IRWM grant programs administered by the State to date emphasized
water supply and the other emphasized water quality. The San Diego
RWMG will submit projects that meet the State’s needs, as well as the
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On October 1, 2010, the Water Authority provided IID $50 million
as a prepayment for water to be used for the exclusive purpose of
paying for capital expenses associated with creating delivery system for
on-farm Conserved Water.
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goals established in the San Diego IRWM Plan. When the next grant
program is announced, the RWMG will again work closely with the
Regional Advisory Committee in this very detailed technical process to
decide which projects to submit. The goal will certainly be to put
forward projects that help to maintain the San Diego region’s safe,
reliable water supply.

17 SDCTA

“If the possibility exists that the [IID] Agreement
could remain invalidated, the Water Authority
needs to address how it would compensate for the
loss of these water supplies. This might be an
uncertainty to acknowledge, if not fully address, in
the section on scenario planning.”

Section 10 - Scenario Planning has been updated with language
acknowledging the uncertainty of the QSA transfer supplies.
Continued planning by the Water Authority on additional supply
projects such as Camp Pendleton seawater desalination and plans by
member agencies for Indirect Potable Reuse projects and additional
groundwater and ocean desalination are important aspects of that
contingency planning for the water supply uncertainties detailed in
Section 10.

18 San Diego
Coastkeeper

“The Plan fails to account for large proposed
projects which require Water Supply Assessments
pursuant to SB 610, and thus lacks the specificity
needed to accurately forecast water demand in the
face of future growth.”

Under the terms of a 1992 memorandum of agreement between the
Water Authority and SANDAG, the Water Authority utilizes
SANDAG’s official forecast, which is based on local jurisdictions’
general plans, to project consumptive water demands for the region.
This coordination ensures linkage between jurisdictions’ projected land
use plan development and the Water Authority’s water demand
forecast. Section 2.4 has been updated with language to clarify that
SANDAG’s 2050 Regional Growth Forecast is based on land-use
agencies plans and policies.
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19 San Diego
Coastkeeper

“…the Plan fails to offer adequate solutions
regarding high salinity levels in the Colorado
River and high nutrient content of the
Sacramento-San Joaquin River Delta should one
of those sources become significantly curtailed.
Thus, the Water Authority needs to create
legitimate solutions to potential salinity and
nutrient imbalances in San Diego’s water supply,
and incorporate them into the 2010 UWMP.”

Section 10 - Scenario Planning deals with potential curtailment of
supplies due to uncertainties, such as water quality impacts. In
addition, as discussed in Section 5.4.4.4, the Water Authority took a
leadership role in partnership with San Diego Regional Control Board
to develop Salinity and Nutrient Management Guidelines for the region.

20 San Diego
Coastkeeper

“The Plan inappropriately incorporates
Metropolitan's faulty assumption that a new Delta
Conveyance will restore supply to 2005 levels by
2022.”

The Water Authority agrees there are uncertainties with implementation
of a new Delta conveyance system by 2022. This is addressed in
Section 10 – Scenario Planning as one of the scenarios to deal with
future Metropolitan supply uncertainty (see Scenario 2).

21 San Diego
Coastkeeper

“The Plan incorrectly concludes that climate
change will not significantly effect water demand
by 2035, and insufficiently addresses the effects of
climate change on water supply. The Plan fails to
provide meaningful climate change mitigation
strategies.”

As part of the development of the demand forecast climate change
models were downscaled and used to estimate impacts on demand. The
result of that modeling done by Scripps Institute scientists are stated in
the Plan and led to our conclusions in this planning horizon. We believe
the strategy of diversifying our supplies to lessen dependence on
hydrological impacted supplies along with investments in storage
regionally and in the Central Valley mitigate the effects of future
climate change. A detailed qualitative analysis was done on the effects
of climate change under Section 10.1.4, Scenario 6: Climate Change in
the 2010 Plan. The mitigation strategies are discussed in Section
10.1.5.
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22 San Diego
Coastkeeper

“The Plan wrongly assumes that agencies will not Please refer to response for Comment 6.
achieve conservation reductions beyond those
required by SBX7-7's 20 percent GPCD by 2020.”

23 San Diego
Coastkeeper

“The use of recycled water should not constitute
water conserved for the purposes of achieving
SBX7-7 mandates.”

Section 10608.12(g)(1) – For the purpose of determining SBX7-7
compliance, “gross water use” excludes recycled water that is delivered
within the service area of an urban retail water supplier or its urban
wholesale water supplier.

24 San Diego
Coastkeeper

“The Water Authority must quantify the results of
the Water & Energy Pilot Program, and must
either include projected water and energy savings
based on these results or explain why such
projections were excluded.”

The Water Authority complies with all provisions of the California
Urban Water Conservation Council’s “Memorandum of Understanding
Regarding Urban Water Conservation in California” and is therefore in
compliance with Sections 10631(f) and 10631 (g) of the Act (Section
10631(j)).
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June 15, 2011
Attention:

Water Planning Committee

Status Report on Carlsbad Desalination Project (Information)
Purpose
The purpose of this report is to provide an update on activities related to the Board approved
Term Sheet between the Water Authority and Poseidon Resources (Channelside L.P.) regarding
the Carlsbad Desalination Project.
Background
The Carlsbad Desalination Project (Project) is a fully-permitted seawater desalination plant and
conveyance pipeline currently being developed by Poseidon Resources (Poseidon), a private
investor owned company that develops water and wastewater infrastructure. The Project has
been in development since 1998. The Project was incorporated into the 2003 Water Facilities
Master Plan, the 2005 Update of the Urban Water Management Plan (UWMP) and the Water
Authority’s Draft 2010 edition of the UWMP. The Project has obtained all required permits and
environmental clearances and, when completed, will provide a highly reliable local supply of
56,000 acre-feet (AF) per year for the region. According to the projections contained in the draft
2010 UWMP, in 2020, the Project would account for approximately eight percent of the total
projected regional supply and 32 percent of all locally generated water in San Diego County. At
its July 22, 2010 meeting, the Board approved a Term Sheet between the Water Authority and
Poseidon and directed staff to prepare a water purchase agreement based on its provisions.
Discussion
Status of The Term Sheet
Since the approval by the Board of the Term Sheet with Poseidon in July 2010, staff has been
conducting project due diligence activities and has prepared a first draft of a Water Purchase
Agreement based on the Term Sheet approved by the Board at its July 22, 2010 meeting and has
provided that to Poseidon. The Term Sheet included specific conditions precedent that are required
to be satisfied before any negotiations on a Water Purchase Agreement can be started.
Regarding the status of these conditions precedent, the conditions requiring Poseidon to terminate
all its confidentiality agreements with the Water Authority and to submit a binding equity
commitment from a construction equity investor have been satisfied. In December 2010, Poseidon
submitted documentation to the Water Authority that it had secured an equity commitment from
Blackstone Infrastructure Partners L.P.. Earlier this year, Blackstone Infrastructure Partners L.P.
separated from the parent company Blackstone and is now named Stonepeak Infrastructure Fund.
The Primary investor in Stonepeak is TIAA-CREEF, a large and well established pension and
investment fund. The management of Stonepeak remains the same as when formed by the
Blackstone Group. Poseidon has since updated its equity commitment to reflect this change.
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The remaining condition that is still not yet satisfied is the acknowledgement in writing by Poseidon
and the nine member agencies (that previously had water purchase agreements with Poseidon) to
cancel those agreements and release the Water Authority from any and all claims. Poseidon and
eight of the nine member agencies have complied with this condition. The city of Carlsbad
(Carlsbad MWD) has not. Staff has been reporting to the Board Carlsbad Desalination Project
Advisory Group regarding the ongoing dialogue with Carlsbad MWD regarding this condition and
progress on this condition precedent. The Board Advisory Group will be meeting on June 17, 2011
to discuss the status of Carlsbad’s compliance with the condition precedent and will be able to
report to the Water Planning Committee on any progress toward satisfying that condition at the June
23, 2011 meeting.
Carlsbad Desalination Project Status
Over the past several months, Poseidon has been working to finalize its procurement and contracts
for an EPC contractor team to design and construct the project. After a lengthy competitive bid
process, Poseidon selected a team led by Kiewit Infrastructure West Co. and J.F. Shea Construction
to construct the Project, including the conveyance pipeline. Key sub consultants include IDE
Technologies (process design), Malcolm Pirnie (non-process design) and Tetratech (conveyance
pipeline design). IDE has also been selected By Poseidon though a separate process as the contract
operator of the project. Poseidon is finalizing the pricing terms and other contract provisions with its
contractors and financial partners and is expected to complete that process by July 1, 2011.
Because the condition precedent regarding cancellation of existing agreements has not been
satisfied, staff has not initiated negotiations with Poseidon on the Draft Water Purchase Agreement
as required by the Board approved Term Sheet. When the condition precedent is satisfied and staff
is able to begin negotiations, a revised schedule will be prepared and reported to the Board. This
schedule will include two Board workshops that will be held to discuss the proposed Water
Purchase Agreement.
Prepared by: Robert R. Yamada, Water Resources Manager
Reviewed by: Ken Weinberg, Director of Water Resources
Reviewed by: Sandra L. Kerl, Deputy General Manager
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June 15, 2011
Attention: Water Planning Committee
Approve guiding principles for member agency purchases of potential Water Authorityowned local water supplies from the Carlsbad Desalination Project and corresponding
revisions to the Local Supply Conveyance and Exchange Policy. (Action)
Staff recommendation
1. Adopt the proposed guiding principles solely for allowing member agency purchases
of potential Water Authority-owned local water supplies from the Carlsbad
Desalination Project.
2. Approve corresponding revisions to the Local Supply Conveyance and Exchange
Policy.
Alternative
Do not adopt the proposed principles or revisions and direct staff to bring back revised
principles and revisions for Board consideration.
Fiscal Impact
There is no immediate fiscal impact with the adoption of the proposed guiding principles. The
fiscal impact of a member agency purchase covered by the principles will be analyzed and
provided to the Board as part of the Board’s consideration of that local supply purchase proposal.
The Water Authority’s disaggregated rate structure allows for the wheeling or exchange of water
using the regional aqueduct system. The Water Authority will collect all appropriate revenue
related to each transaction.
Background
As part of the discussion with the Desal Partner member agencies that led to the Board’s
consideration and approval of the Water Authority’s Term Sheet with Poseidon in July 2010,
several member agencies expressed an interest in purchasing a portion of the supply from the
Carlsbad Desalination Project (Project) from the Water Authority at full cost recovery. If the
Water Authority were to enter into a water purchase agreement with Poseidon, these agencies
wanted the opportunity to subcontract with the Water Authority for a portion of the Project’s
production as their local supply. At that time, the General Manager indicated that staff would
develop a program for Board consideration, based on full-cost recovery pricing. The sale of
Water Authority-owned supplies to member agencies at its full cost would reduce the Water
Authority revenue requirement and would lessen impacts to Water Authority rates and charges.
In March 2011, staff presented to the Board guiding principles for member agency purchases of
Water Authority-owned local supplies. These guiding principles would have had the potential for
broad application, beyond just the Project, to other future Water Authority-owned local water. At
the March meeting and subsequent to that meeting, Board members raised a number of concerns
and issues related to these guiding principles and their potential applicability to any Water
Authority-owned local supply.
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Questions and concerns raised by Board members and others included having a clear definition
of what was a local supply and what was a regional supply, whether an individual member
agency could realize a future savings and higher reliability from this supply purchase at the
expense of higher cost and less reliability for the region, and whether a member agency could
purchase 100 percent of a Water Authority local supply. Other issues raised concerned the
applicability of these local supply purchases to the Water Authority’s all-in financial contribution
for the purpose of calculating voting entitlement and how the loss of revenue for other Water
Authority services would impact the remaining member agencies.
Based on the questions and issues raised by Board members and subsequent input from the
member agency General Managers, staff believes that a proposal for a broader-based policy for
member agency purchase of Water Authority supplies is not a pressing issue at this point in time.
However, interest in full cost purchases of Carlsbad Project water supplies has been explicitly
expressed by some of the former member agency sponsors of that project. Staff believes that the
interest expressed by those agencies, and the unique circumstance of the Project having shifted
from a member agency sponsored project to a Water Authority sponsored project, warrants
consideration of the establishment of a sub-contracting opportunity for that specific supply. Staff
also believes if consideration is to be given to allow any of the former Desal Partners to contract
with the Water Authority for Project water, that similar consideration be given to any member
agency so inclined. Therefore, staff is proposing that a local supply sub-contracting program be
adopted by the Board, specific to and only for the Carlsbad Desalination Project as described in
this memorandum. It is not the intent of the Staff recommendation to establish a precedent for
member agency purchases of Water Authority supplies or that the principles would pertain to
anything other than the water purchase agreement being contemplated with Poseidon for the
Carlsbad Desalination Project.
Discussion
History of Choice in Water Supply
In the course of discussions about the current proposal for member agency purchases of Water
Authority supplies, the concept was compared to an earlier proposal discussed intensively by the
Board in the mid-1990’s as part of the lead-up to the approval of the IID transfer agreement. In
September 1996, a Board workshop was held to discuss the Custom Service Plan (CSP). Under
the CSP concept, member agencies would have selected quantities of water from the Water
Authority’s supply sources such that each member agency would essentially “choose” their
supplies and the reliability and costs associated with that supply configuration or regional project
such as Emergency Storage.
The development, treatment, storage and conveyance of water supplies are very capital-intensive
activities that also result in a high percentage of ongoing fixed costs such as debt service and
fixed operating costs. The longevity of these facilities and supplies means the most cost-effective
approach is to size them large enough to achieve economies of scale in price and efficiency in
operation. Because of its regional nature, the Water Authority is able to achieve these economies
of scale in facilities and supply at the lowest unit cost and least impact on the individual
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consumer. Other examples of this reliance on economies of scale by public utilities in the San
Diego region to minimize costs to the individual consumer include the Metropolitan Wastewater
System in the southern part of the county and the Encina Wastewater Authority in coastal north
county. By sizing facilities to meet existing and future regional demand and spreading that cost
over a larger regional rate base, the cost to the individual customer of those participating
agencies is much less than if each jurisdiction served itself only. In the context of the Carlsbad
Desalination Project, when the Desal Partner agencies were faced with the prospect of having to
pay at or near the full cost of the supply, most found that they did not have a large enough rate
base to achieve the economies of scale necessary to affordably purchase the quantities of water
originally envisioned. Currently, those Desal Partners considering purchasing Project water from
the Water Authority are contemplating substantially less water than the amounts for which they
originally contracted.
Because of its regional approach, the Water Authority is able to leverage its regional rate base
and water demand to take full advantage of the economies of scale associated with various water
supplies and facilities. The 200,000 acre-feet associated with the IID transfer and construction of
the Emergency Storage Project were able to be implemented in an affordable manner because of
the size of the Water Authority. It was the decision to implement and pay for both those
programs that brought about the discussions over a possible custom service or choice program.
If member agencies did not want to pay for the additional reliability provided by the IID transfer
or were willing to take the risk that they would not require ESP supplies, then they would pay a
lower price than those that desired higher reliability.
At the time, Board members expressed both interest and concern regarding the concept. Board
members were interested in the flexibility and options that such a concept would provide the
member agencies in terms of choosing whether or not to participate in a particular water supply
or facility. However, there were concerns expressed by the Board regarding the “choice” concept
including that it could result in significant reliability differences among the member agencies
during a shortage, based on ability to pay. Some Board members believed that the driving force
behind and public support for both the IID transfer and the ESP was to enhance overall reliability
within the region, and not create differentials in service levels. Although discussed on several
occasions during the IID transfer approval process, the Board ultimately did not advance the
custom service or the choice concept.
Sub-Contracting Opportunity for Carlsbad Desalination Supply
The Carlsbad Desalination Project is unique relative to other projects in that over the course of
its development, sponsorship of this privately owned facility has shifted between a member
agency driven project and a Water Authority regional project. Given that the interest in this
particular local supply purchase opportunity came directly from the member agencies that were
previously committed to purchase water from the Project, staff has prepared the attached revised
guiding principles (Attachment 1) that will apply only to member agency purchases from the
Water Authority of local water produced at the Project. The following is a summary discussion
of the revised principles.

Water Planning Committee
June 15, 2011
Page 4 of 5
Member Agency Purchase Commitment
Under the proposed principles (Attachment 1), a member agency choosing to contract for a
designated quantity of water from the Project would be required to commit to purchase a fixed
amount of the supply annually from the Water Authority. A separate purchase agreement
between the individual member agency and the Water Authority will ultimately be required and
would be brought forward for Board consideration. The annual purchase volume will be fixed for
a term that will coincide with the term of the Water Authority’s Water Purchase Agreement.
Water that is not contracted for by member agencies would be part of the Water Authority’s
supply sold to all member agencies at the melded supply rate. Member agencies have raised a
couple of concerns regarding the purchase commitment. Member agencies have asked if it would
be possible to sell the local water purchased from the Water Authority to another member
agency. Such a sale would be allowed and would be handled as an exchange between the two
agencies. Another question was raised about how the Water Authority would handle a scenario
where there was more demand than the total amount that was available for purchase. In that case,
potential Water Authority options include reducing each agency’s purchase request on a pro-rata
basis to match the amount available, or increasing the amount of local water available by
reducing the regional water to be purchased, or some combination of these actions. A specific
methodology will be developed prior to the supply offering to the member agencies.
Member Agency Purchase Limits
In order to ensure that the potential water purchases and reliability benefit from the project retain
a predominantly regional focus, staff is recommending that total member agency purchases of
this supply from the Water Authority be limited to a maximum of 49 percent of the total
expected annual supply from the Project. This will ensure that all the member agencies have a
substantive opportunity to access this supply purchase program while maintaining the majority
benefits for all member agencies. If the sub-contracting opportunity is approved by the Board,
staff will develop a proration method for Board consideration if requests exceed 49 percent of
the project supplies.
Member Agency Purchase Price, Fees and Charges
The member agency would pay for the local supply on a per acre-foot basis equal to the Water
Authority’s full cost for the water, either paid by the Water Authority under the proposed Water
Purchase Agreement with Poseidon, or the full cost of operation, maintenance and finance of the
Water Authority-owned facility, should the Water Authority purchase the Project, plus
transportation and administration charges. For water conveyed through the Water Authority’s
system, the water will be charged the Water Authority’s transportation rate in effect at the time
the water is transported. A separate administration fee will also be imposed to recover the Water
Authority’s cost to administer the purchase and delivery of the local water to the member
agency. The local water purchased by a member agency would not be subject to the Customer
Service Charge. The local water purchased by the member agency would be used to calculate the
Water Authority’s Storage Charge unless the local water reduces the member agency’s reliance
on Emergency Storage Program water and Carryover Storage Program water in an emergency or
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drought. The local water purchased would not be eligible for participation in any local water
supply incentive program offered by the Water Authority.
The local water purchased by the member agency would be treated as a local supply under the
Water Authority’s Water Shortage and Drought Response Plan and would be eligible for the
Local Projects Development Adjustment under the Water Authority’s supply allocation
methodology.
Member Agency All-In Financial Contribution to the Water Authority
General Counsel has determined that the revenue paid by a member agency to the Water
Authority for this local supply purchase would count toward that agency’s “total financial
contribution” that is used to determine the agency’s voting power according to the Water
Authority’s Act.
Finally, in order to ensure that the Local Supply Conveyance and Exchange Policy (LSC&EP),
approved by the Board in May 2009 is consistent with the proposed purchase principles, staff is
also recommending revisions to LSC&EP. A copy of the current LSC&EP is included as
Attachment 2, and the proposed revisions to the policy, in redline-strikeout format, are included
as Attachment 3.
Prepared by: Robert R. Yamada, Water Resources Manager
Reviewed by: Ken Weinberg, Director of Water Resources
Approved by: Sandra L. Kerl, Deputy General Manager
Attachments: 1. Member Agency Purchase of Potential Water Authority-Owned Local Water
from the Carlsbad Desalination Project
2. Local Supply Conveyance and Exchange Policy (May 2009)
3. Proposed revisions to Local Supply Conveyance and Exchange Policy

Attachment 1

San Diego County Water Authority
Member Agency Purchase of Potential Water Authority-Owned Local Water from the
Carlsbad Desalination Project
June 2011

Purchase Principles
1. The Water Authority will allow member agencies to contract with the Water Authority
to purchase a specified annual amount of water acquired by the Water Authority if it
enters into a water purchase agreement with Poseidon for water produced at the
Carlsbad Desalination Project (Project).
2. Total member agency purchases of this supply from the Water Authority will be limited
to a maximum of 49 percent of the total annual supply expected to be produced by the
Project.
3. The purchase contracts will be consistent with this policy and have uniform terms to the
extent practicable. The length of term for the agreements shall coincide with the term
of the Water Authority’s water purchase agreement. The contract water purchased by
the member agency will be treated as a local supply under the Water Authority’s Water
Shortage Management and Drought Response Plan and will be eligible for the Local
Projects Development Adjustment under the Water Authority’s Supply Allocation
Methodology.
4. Member agencies will be provided an opportunity, no later than 60 days after the Water
Authority makes available draft final terms and conditions for the purchase of the local
water supply from the Project, to make a one-time determination in writing, fixing the
amount of local water it will purchase annually for the term of the Water Authority
purchase agreement.
5. The price per acre-foot paid by the member agency to the Water Authority for the local
water supply from the Project will be the full cost of the water; either the full cost paid
by the Water Authority for water purchased under the water purchase agreement, or

the full cost of production for water produced, should the Water Authority purchase the
Project, plus the Water Authority’s transportation charge, plus a reasonable
administrative charge that will be imposed to recover the Water Authority’s cost to
administer the purchase. The administrative charge will be determined on a case-bycase basis at the time the local water purchase is approved. The Water Authority’s
transportation charge will apply if the member agency will receive the water through
the Water Authority’s pipelines.
6. The contract water purchased by the member agency will not be used to calculate the
member agency’s Customer Service Charge. Because this local water supply reduces the
member agency’s reliance on Emergency Storage Program (ESP) and Carryover Storage
Program (CSP) water during an emergency or drought, the contract water purchased by
the member agency will not be used to calculate the member agency’s Storage Charge.
7. The contract water purchased by the member agency may be blended with other
Water Authority supplies prior to delivery to the member agency.
8. The contract water purchased by the member agency is not eligible for participation in
any local supply development incentive or other similar project funding program of the
Water Authority.
9. If the Water Authority applies for and receives any federal or state grants or other direct
funding in support of the Project, those funds will be used to reduce the project cost
generally and will be reflected in the full cost recovery price to the member agency.
10. An agency may transfer or sell its local water supply to another member agency subject
to the Water Authority’s exchange policy.

Attachment 2
5/28/09

Water Authority
Local Supply Conveyance and Exchange Policy

Background
As the Water Authority and its member agencies work to increase local water supplies, the need
to address local supply exchanges and the potential use of the Water Authority facilities to
convey local supplies has arisen. In particular, the water purchase agreements between Water
Authority member agencies and Poseidon Resources, LLC, for the Poseidon seawater
desalination project, have focused attention on the use of exchanges in-lieu of building new
water delivery systems. Discussions involving the need for local supply exchange and wheeling
policies have identified two types of arrangements that are addressed by this policy.
1. Local Supply Exchange Between a Contracting Member Agency and an Exchange
Partner Member Agency
This type of arrangement involves what is commonly referred to as an “in-lieu” delivery.
For example, a contemplated local supply project, such as a seawater desalination plant
will provide a new local supply resource, but is obligated to deliver water to a Water
Authority member agency that is not connected to the plant. Under this type of
exchange, instead of being delivered to a remote agency by new pipes or Water Authority
facilities, water purchased from the plant through a Water Purchase Agreement between
the plant owner and a purchasing agency, would, pursuant to an Exchange Agreement, be
delivered to an exchange partner with a connection to the plant, and the exchange partner
would direct the Water Authority to deliver a like amount of water to the purchasing
agency. Thus, the exchange partner will actually receive direct deliveries from the plant
in exchange for a like amount of imported water delivered to the agency with the
Purchase Agreement. The Water Authority would deem the purchasing agency to have
received a local supply, while the exchanging agency will be deemed to have received a
Water Authority supply. This type of exchange could also be used between member
agencies for other types of local supplies.
2. Supplies Wheeled by the Water Authority
Under this type of arrangement, a foreign supply would be introduced into the Water
Authority system and using the excess capacity in Water Authority facilities as defined
by state statute, wheeled and delivered to a member agency. In addition, for purposes of
this type of transaction, foreign water can be deemed wheeled to a member agency not
directly downstream from the point of introduction if there is sufficient downstream
demand, as determined by the Water Authority, to take delivery of the foreign water.

This policy addresses key issues associated with both types of arrangement. The policy is
intended to provide a basis for a common understanding of the Water Authority’s position
regarding the use of its facilities for local supply transmission and distribution. It is not intended
to modif’ or supersede any ordinance, resolution, or contract, but, instead, is intended to be
interpreted consistently with applicable ordinances, resolutions, or contracts.
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1. Local Supply Exchange Agreement Between Contracting Agency and Exchange
Partner
The local supply exchanges will require a Local Supply Exchange Agreement (Exchange
Agreement) among the agency purchasing the local supply (“Contracting Agency”), the
agency receiving delivery of the local supply (“Exchange Partner”) and the Water
Authority. For example, under this exchange scenario, the desalination project operator
would deliver desalinated water through local pipelines to the Exchange Partner, the
Exchange Partner would direct the Water Authority to deliver a like amount of water on
the Exchange Partner’s account to the Contracting Agency, and the Water Authority
would treat the delivery to the Contracting Agency as if it had been delivered to the
Exchange Partner. The Exchange Agreement will specify the procedure by which the
Water Authority will be notified of deliveries, deliver water, bill for that water, and apply
an accounting adjustment for the exchanged water. The basic theory of this type of
arrangement is that the local supply is treated as if it had been delivered to the
Contracting Agency while the Water Authority supply is treated as if it had been
delivered to the Exchange Partner.
A. Drought Management Plan Allocation
The Water Authority shall track Exchange Agreement exchange volumes to ensure an
accurate accounting of exchange-adjusted sales to its member agencies. In the event that
the Board implements the Supply Allocation Methodology, pursuant to the Water
Authority’s Drought Management Plan, exchange-adjusted sales data will be used to
calculate Contracting Agencies’ and Exchange Partners’ allocations from the Water
Authority. The Local Projects Development Adjustment in the Water Authority’s
Drought Management Plan will be applied to the Contracting Agency and the Exchange
Partner as specified in the Exchange Agreement
The Supply Allocation Methodology permits an Exchange Partner to “transfer” its
imported supply allocation to a Contracting Agency. However, two conditions must be
met to maintain the integrity of the allocation methodology. First, a Contracting Agency
can only receive an allocation transfer for local supply exchange activities up to its
Exchange Partner’s actual drought allocation from the Water Authority. Second, the
allocation transfer volume cannot result in a member agency’s level of service exceeding
100 percent. The Water Authority in consultation with Exchange Agreement agencies
will calculate initial exchange-adjusted drought allocations and allocation volumes
available for transfer. Since the actual level and duration of an allocation are unknown
until a drought event, a situation could result in which an Exchange Partner’s allocation
available for transfer is limited. Therefore, the Water Authority will work with the
Contracting Agency and Exchange Partner to determine the appropriate allocation
transfer amount to maintain a level of service balance agreed to by the Exchange
Agreement agencies.
B. Reporting
The Water Authority’s standard monthly reporting procedures will be used by the
Contracting Agency to report local supply exchanges so the Water Authority can reflect
the transaction on both the Contracting Agency and Exchange Partner’s monthly invoice.
C. Rates and Charges
2
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Pursuant to the Board adopted disaggregated rate structure, inter-agency exchange
transactions invoiced on the Water Authority’s water bill will be included in the
calculation of an agency’s Customer Service and Storage Charge as well as Metropolitan
Water District’s Capacity Reservation Charge and Readiness-to-Serve Charge. Further,
Exchange Agreement exchanges shall be included in Water Authority’s calculation of
Tier 2 charge allocation to its member agencies. Transportation, Treatment, and Supply
will be allocated among the participating exchange agencies according to the agreement
among those agencies consistent with the Water Authority’s system of rates and charges.
D. Water Authority’s Involvement in Member Agency Local Supply Exchange
Agreements
Prior to the exchange of local desalination water for imported water, from one member
agency to another, the Water Authority will be signatory to the Exchange Agreement
between the Exchange Partner and the Contracting Agency. This policy will allow the
Water Authority to account for imported and local water supply exchanges within its
service area and ensure invoice adjustments for the exchanged supplies. The Exchange
Agreement will be consistent with policies in the Water Authority’s Drought
Management Plan and the additional policy listed above in Section A Drought
Management Plan Allocation. The Exchange Agreement will include monthly reporting
procedures to be used by the Contracting Agency when reporting to the Water Authority.
(See Section B Reporting from above)
2. Foreign Supplies Wheeled by the Water Authority
The Water Authority’s rate structure provides for member agency utilization of its delivery
system using excess capacity as defined by state statute, for the purpose of wheeling
imported and local supplies. Member agency use of the Water Authority’s distribution
system for supply wheeling is contingent upon space availability and adequate water
demand, as determined by the Water Authority, downstream of the point of introduction for
the wheeled foreign supply. This condition allows the Water Authority to operate its system
for the benefit of all member agencies. The water quality of foreign potable supplies to be
wheeled by the Water Authority will not be in exceedance of any maximum contaminant
levels established by the state, federal, and local safe drinking water regulations. The ability
to wheel foreign supplies using the Water Authority distribution system will also be subject
to evaluation of source-specific water quality and water chemistry and the avoidance of
potential adverse impacts to the Water Authority, affected member agencies, or their
respective facilities. Responsibility for the cost of any treatment, blending, or other means
required to bring wheeled water to the water quality requirements of the Water Authority,
shall be as agreed by the Water Authority and the member agencies participating in the
wheeling transaction. Initial and continuing water chemistry analyses of wheeled local
supplies may be required to evaluate and monitor blending and compatibility issues.
A. Drought Management Plan Allocation
The Water Authority shall track wheeled water through its system to ensure an accurate
accounting of sales to its member agencies. In the event that the Board implements the
Supply Allocation Methodology pursuant to the Water Authority’s Drought Management
Plan, water sales data, adjusted for wheeled water will be used to calculate a member
agency’s supply allocation from the Water Authority and any relevant adjustments.

3
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B. Reporting
The Water Authority’s standard reporting procedures shall be used by the agency using
the Water Authority’s distribution system to wheel supplies so that the Water Authority
sales reflect the delivery of the wheeled water, or in the case where there is both a
sending and a receiving agency that both the sending and receiving member agency’s
water sales from the Water Authority reflect the wheeled supply.

C. Rates and Charges
Pursuant to the Board adopted disaggregated rate structure, inter-agency wheeling
transactions invoiced on the Water Authority’s water bill shall be charged the Water
Authority’s transportation rate and shall be included in the calculation of an agency’s
Customer Service Charge. Inter-agency wheeling that originates outside the Water
Authority service area and is conveyed through facilities owned by the Metropolitan
Water District shall be included in the calculation of Metropolitan Water District’s
Capacity Reservation Charge and Readiness-to-Serve Charge and will be included in
Water Authority’s calculation of Tier 2 charge allocation to its member agencies, if such
charges apply. For the purposes of assessing the Water Authority’s Storage Charge, local
supplies wheeled though the Water Authority’s system will be defmed as either highly
reliable or variable local supplies. Highly reliable supplies will be defined as those
supplies reliably available in an emergency or during a drought. These supplies are not to
be included in the computation of the Water Authority’s Storage Charge. Variable
supplies will be defined as those supplies that are available on a seasonal or intermittent
basis that may not be available in an emergency or during a drought. These supplies will
be included in the computation of the Water Authority’s Storage Charge. Variable local
supplies that are being moved concurrently from one open surface reservoir to another,
where the water will remain under the ownership of the same member agency, will not be
subject to the storage charge. All wheeled water exchanges originating within the Water
Authority service area and using only Water Authority facilities will not be included in
Water Authority’s calculation of an agency’s Metropolitan Water District’s Capacity
Reservation Charge, Readiness-to-Serve Charge or Tier 2 charge allocation to its member
agencies. All costs associated with California Department of Public Health initial
approval of a new source water will be paid by the member agencies participating in the
wheeling transaction.

4
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2C. Rates and Charges
Pursuant to the Board adopted disaggregated rate structure, inter-agency wheeling transactions
invoiced on the Water Authority’s water bill shall will be charged the Water Authority’s transportation
rate in effect at the time the water is transported. A separate administration fee will also be imposed
invoiced on the Water Authority’s water bill to recover the Water Authority’s costs to administer the
transaction. The administrative charge will be determined on a case-by-case basis at the time the
wheeling arrangement is approved. and shall be included in the calculation of an agency’s Customer
Service Charge. Inter-agency wheeling that originates outside the Water Authority service area and is
conveyed through facilities owned by the Metropolitan Water District are subject to and may be shall be
included in thethe Metropolitan Water District’s calculation of Metropolitan Water District’sits Capacity
Reservation Charge and Readiness-to-Serve Charge, and also will be included in [the] Water Authority’s
allocation calculation among its member agencies of Tier 2 charges allocation to its member agencies, if
any, imposed by Metropolitan.such charges apply. For the purposes of assessing the Water Authority’s
Storage Charge, lLocal Ssupplies wheeled through the Water Authority’s system will be included in the
determination of the recipient agency’s payments of the Water Authority’s Storage Charge unless the
local supply assessed a storage charge consistent with how that local supply is viewed as part of the
Water Authority’s allocation of Emergency Storage Project (ESP) and Carryover Storage Program (CSP)
water during an emergency or drought. If the local supply reduces thea member agency’smember
agency’s allocation forofreliance on Emergency Storage Program or Carryover Storage Program water
during an emergency or drought as determined by the Water Authority’s adopted plans for
administration of the ESP and CSP. water, defined as either highly reliable or variable local supplies.
Highly reliable supplies will be defined as those supplies reliably available in an emergency or during a
drought. then those These Thus, local supplies that reduce a member agency’s reliance on the ESP and
CSP will are not to be included in the computation of the Water Authority’s Storage Charge, but .
Variable supplies will be defined as Ththose local supplies that do not reduce a member agency’s ESP
and CSP allocation are available on a seasonal or intermittent basis that may not be available in an
emergency or during a drought. These supplies will be included in the computation of the Water
Authority’s Storage Charge. Variable Llocal Ssupplies that are being moved concurrently from one open
surface reservoir to another, where the water will remain under the ownership of the same member
agency, will not be subject to the storage charge. All wheeled water exchanges originating within the
Water Authority service area and using only Water Authority facilities will not be included in [the] Water
Authority’s calculation of an agency’s Metropolitan Water District’s Capacity Reservation Charge,
Readiness-to-Serve Charge or Tier 2 charge allocation to its member agencies. All costs associated with
California Department of Public Health initial approval of a new source water will be paid by the
member agencies participating in the wheeling transaction.

June 15, 2011
Attention:

Water Planning Committee

Water Resources Report
Purpose
This report includes the following exhibits for May 2011:
•
•
•
•
•
•

Rainfall totals for the month and water year to date
Deliveries to Member Agencies (Exhibit A)
Water Use by Member Agencies (Exhibit B)
Storage Available to Member Agencies (Exhibit C)
Firm Water Deliveries to Member Agencies (Exhibit D)
Summary of Water Authority Member Agency Operations (Exhibit E)

RAINFALL TOTALS (inches)
May 2011

2010-2011 WATER YEAR
(October 2010 through September 2011)
%
Actual
Normal Departure Normal

Station

Actual

Normal

Lindbergh Field
(N.O.A.A.)

0.36

0.20

12.54

10.35

2.19

121

Lake Cuyamaca
(Helix W.D.)

1.97

1.12

40.81

33.16

7.65

123

Lake Henshaw
(Vista I.D.)

1.00

0.65

35.74

26.03

9.71

137

Sources: National Weather Service, Helix Water District, Vista Irrigation District.
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EXHIBIT A

MONTHLY WATER RESOURCES REPORT
Water Deliveries to Member Agencies
(acre-feet)

MAY 2011
May
MEMBER AGENCY
Carlsbad M.W.D.
Del Mar, City of
Escondido, City of
Fallbrook P.U.D.
Helix W.D.
Lakeside W.D.
National City, City of
Oceanside, City of
Olivenhain M.W.D.
Otay W.D.
Padre Dam M.W.D.
Pendleton Military Reservation
Poway, City of
Rainbow M.W.D.
Ramona M.W.D.
Rincon Del Diablo M.W.D.
San Diego, City of
San Dieguito W.D.
Santa Fe I.D.
South Bay I.D.
Vallecitos W.D.
Valley Center M.W.D.
Vista I.D.
Yuima M.W.D.
Deliveries To SDCWA Agencies 1
Less: Deliveries to SDCWA Storage
TOTAL MEMBER AGENCY DELIVERIES
Deliveries To Other Agencies
Deliveries From SDCWA Storage
1

2

12 Months Ended May

2011
1,471.1
96.4
1,190.4
1,335.4
1,215.9
308.8
457.2
2,210.8
1,934.5
2,886.3
1,049.2
3.3
1,020.0
1,973.0
725.3
552.0
13,715.4
245.9
579.3
991.0
1,497.6
2,424.4
750.7
76.8
38,710.7
496.8

2010
1,749.4
96.8
2,035.4
1,675.8
2,972.3
306.2
400.2
2,453.9
2,003.2
2,855.9
1,112.0
6.6
1,032.5
1,968.0
454.2
594.7
18,190.8
29.1
546.1
1,013.9
1,567.5
2,772.4
1,165.2
108.0
47,110.1
160.2

2011
15,653.3
1,091.0
11,650.3
11,876.0
20,133.8
3,247.7
1,588.0
21,630.4
18,562.3
29,927.7
11,592.8
53.7
10,288.8
18,940.1
5,178.2
5,779.1
176,770.9
1,678.3
3,963.3
5,376.0
15,513.9
25,937.2
10,471.4
1,731.8
428,636.0
4,682.7

2010
17,143.6
1,130.2
19,965.2
13,234.4
31,315.6
3,321.2
3,000.7
25,160.7
19,728.4
30,989.2
12,428.8
65.3
10,952.3
22,293.6
7,346.3
6,262.9
184,850.2
2,248.0
5,536.2
11,513.6
16,192.3
29,367.8
15,488.1
2,488.7
492,023.3
3,070.7

38,213.9

46,949.9

423,953.3

488,952.6

72.8
6,766.1

70.6
-

785.3
13,803.7

771.9
-

May 2011 and May 2010 deliveries include 496.8 AF and 160.2 AF to San Diego storage accounts,
respectively.
2
Sales of storage from L. Otay and San Vicente Reservoirs to city of San Diego during the months of NovemberDecember 2010 and April-May 2011.
Generated:
6/14/11 12:23 PM
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EXHIBIT B

MONTHLY WATER RESOURCES REPORT
Estimated Water Use by Member Agency
(acre-feet)

MAY 2011
Imported
Source

Local
Sources

S.D.C.W.A.
AGENCY

2011

Carlsbad M.W.D.

1,532.1

Del Mar, City of
Escondido, City of
Fallbrook P.U.D.

1

Helix W.D.
Lakeside W.D.
National City, City of

2

2010

Surface
Water
2011
2010

1,635.4

96.4

96.8

1,195.7

1,988.4

1,078.0

1,257.3

1,245.1

3,012.4

308.8

306.2

919.5
1,651.0

-

May
Totals

Groundwater
2011

2010

-

-

Reclaimed
Water
2011
2010
416.8

384.4

2011

2010

1,948.9

2,019.8

-

-

6.6

8.8

103.0

105.6

-

-

33.3

40.5

2,148.5

2,196.8

-

-

-

76.9

27.1

1,154.9

1,284.4

167.9

12.1

13.6

-

-

-

2,909.7

3,024.5

-

-

59.3

59.7

-

-

368.1

365.9

457.2

392.3

-

-

254.1

268.9

-

-

711.3

661.2

2,210.8

2,453.9

-

-

357.7

322.8

-

-

2,568.5

2,776.7

Olivenhain M.W.D.

1,935.7

2,003.2

-

-

-

-

238.6

123.2

2,174.3

2,126.4

Otay W.D.

2,886.3

2,855.9

-

-

-

-

388.9

288.8

3,275.2

3,144.7

Padre Dam M.W.D.

1,044.2

1,102.3

-

-

-

-

38.1

28.8

1,082.3

1,131.1

135.0

109.9

Oceanside, City of

2

3

Pendleton M.R.

76.1

77.2

-

-

931.1

899.1

Poway, City of

1,058.0

1,153.2

5.2

0.1

-

-

-

-

1,063.2

1,153.3

Rainbow M.W.D.

1,823.0

2,063.0

-

-

-

-

-

-

1,823.0

2,063.0

Ramona M.W.D.

525.4

574.8

-

-

-

-

67.0

91.1

592.4

665.9

Rincon Del Diablo M.W.D.

492.2

594.7

-

-

-

-

126.9

212.3

619.1

807.0

San Diego, City of

14,053.3

16,920.6

2,958.6

605.8

-

480.3

455.9

17,629.2

17,982.3

San Dieguito W.D.

245.9

29.1

357.7

581.6

-

-

82.2

62.9

685.8

673.6

Santa Fe I.D.

578.4

547.5

497.5

636.2

-

-

53.2

64.2

1,129.1

1,247.9

2

South Bay I.D.

991.0

993.6

-

-

Vallecitos W.D.

1,499.0

1,538.5

-

-

Valley Center M.W.D.

2,424.4

2,772.4

750.7

1,165.2

76.8

108.0

38,584.5

45,641.9

Vista I.D.
Yuima M.W.D.
TOTAL USE
PERCENT CHANGE
1

-15%

929.4
7,318.9
180%

De Luz figures included in Fallbrook P.U.D. total.
Brackish groundwater use included in groundwater totals.
3
Pendleton's imported water use includes water delivered by South Coast Water District.

2

Generated:
6/13/11 4:18 PM
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605.6
2,609.3

720.0

137.0

200.1

712.0

-

-

1,191.1

1,225.2

-

-

-

1,499.0

1,538.5

-

-

30.0

36.2

2,454.4

2,808.6

-

-

-

-

1,680.1

1,770.8

170.0

74.4

-

-

246.8

182.4

1,911.8

1,669.4

49,989.0

51,854.7

-

15%

231.6

2,173.8
12%

1,934.1

-4%

EXHIBIT C

MONTHLY WATER RESOURCES REPORT
Reservoir Storage
(acre-feet)

MAY 2011
Member Agency

Reservoir

Carlsbad M.W.D.

MAY 2011

% of
Capacity

MAY 2010

% of
Capacity

Change
During Month

600

188

31%

489

82%

(43)

Dixon

2,606

2,352

90%

2,365

91%

152

Wohlford

6,506
9,112

2,418
4,770

37%
52%

2,629
4,994

40%
55%

(183)
(31)

Fallbrook P.U.D.

Red Mountain

1,335

1,116

84%

1,017

76%

Helix W.D.

Cuyamaca

8,195

1,039

13%

899

11%

(1,759)

9,790
17,985

8,889
9,928

91%
55%

8,941
9,839

91%
55%

30
(1,729)

3,330

3,144

94%

2,940

88%

(18)

625

200

32%

164

26%

59

Morro Hill

465
1,090

0
200

0%
18%

39
203

8%
19%

59

Ramona

12,000

2,831

24%

3,789

32%

75
(714)

Escondido, City of

Maerkle

Capacity

1

Subtotal

Jennings
Subtotal
Poway, City of

Poway

Rainbow M.W.D.

Beck

Subtotal
Ramona M.W.D.
San Diego, City of

2

Barrett

199

34,806

34,092

98%

33,662

97%

112,807

89,787

80%

66,638

59%

(934)

Hodges

30,251

29,272

97%

18,666

62%

(979)

Lower Otay

(142)

El Capitan

49,849

36,884

74%

30,016

60%

Miramar

6,682

5,411

81%

5,493

82%

(41)

Morena

50,694

13,488

27%

8,842

17%

310

Murray

4,684

3,958

84%

3,499

75%

493

San Vicente

89,312

33,751

38%

23,462

26%

(312)

Sutherland

29,508
408,593

20,701
267,344

70%
65%

9,338
199,618

32%
49%

(2,319)

Subtotal
San Dieguito WD/Santa Fe ID

San Dieguito

883

801

91%

826

94%

Sweetwater Authority

Loveland

25,400

25,400

100%

14,626

58%

-

Sweetwater

28,079
53,479

14,636
40,036

52%
75%

12,394
27,020

44%
51%

823
823

Subtotal
Valley Center M.W.D.
Vista I.D. 3

Turner
Henshaw

MEMBER AGENCY TOTAL
WATER IN STORAGE

SDCWA Accounts (Source: CWA
Monthly Storage Reports)

1,612

1,612

100%

1,612

100%

51,774

19,530

38%

14,520

28%

(1,601)

561,793

351,499

63%

266,867

48%

(4,293)

12,901
0
5,867
2,813
5,558
27,139

El Capitan
Hodges
L. Otay
San Vicente
Sweetwater

Subtotal
TOTAL WATER
IN STORAGE

291

14,035
0
6,324
13,683
6,615
40,657

-

(254)
94
(6,769)
(106)
(7,034)

561,793

378,638

67%

307,523

55%

(11,328)

44,264
800,000
3,537,600

37,457
794,176
3,399,667

85%
99%
96%

41,621
397,229
2,493,582

94%
50%
70%

954
34,344
94,292

4,381,864

4,231,300

97%

2,932,432

67%

129,590

OTHER AGENCIES

Metropolitan Water District
State Water Project
TOTAL OTHER
WATER IN STORAGE
1

Skinner
Diamond Valley
Oroville

Excludes storage allocated to Escondido Mutual Water Co. or its rights to a portion of the unallocated water in Lake Henshaw.
Includes reserves subject to city's outstanding commitments to San Dieguito WD, and California American Mutual Water Co. (Cal-Am)
SDCWA has storage contracts in City of San Diego reservoirs in the amount of 40,000 AF, if available capacity exists.
3
Includes allocated and unallocated water in Lake Henshaw.
2

Generated:
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EXHIBIT D

MONTHLY WATER RESOURCES REPORT
Estimated Tier 1 Deliveries to Member Agencies
(acre-feet)

Through May 2011
CY2011 Tier 1
1
Threshold
18,354.7
1,408.3
23,694.4
12,569.4
38,421.4
4,718.2
28,848.1
19,347.5
32,173.0
14,321.5
1,141.3
13,575.6
23,572.1
8,101.1
7,307.0
215,438.4
4,692.0
7,895.9
13,094.7
14,641.2
26,252.9
17,576.3
94.0
547,239.0

AGENCY
Carlsbad M.W.D.
Del Mar, City of
Escondido, City of
Fallbrook P.U.D.
Helix W.D.
Lakeside M.W.D.
Oceanside, City of
Olivenhain M.W.D.
Otay W.D.
Padre Dam M.W.D.
Pendleton M.R./South Coast
Poway, City of
Rainbow M.W.D.
Ramona M.W.D.
Rincon Del Diablo M.W.D.
San Diego, City of
San Dieguito W.D.
Santa Fe I.D.
Sweetwater Authority
Vallecitos W.D.
Valley Center M.W.D.
Vista I.D.
Yuima M.W.D.
MEMBER AGENCY TOTALS
Less: QSA deliveries calendar year to date
Fallbrook wheeled water

CYTD Firm
Deliveries 2
5,764.4
375.1
2,784.3
3,644.6
8,069.3
1,062.6
7,923.6
6,285.9
10,605.4
3,812.5
352.1
3,063.6
4,939.4
1,503.6
1,854.1
52,680.8
626.8
895.7
4,860.0
5,207.8
5,311.7
4,979.1
7.3
136,609.7
(65,708.3)

% of Tier 1
Threshold
31.4%
26.6%
11.8%
29.0%
21.0%
22.5%
27.5%
32.5%
33.0%
26.6%
30.9%
22.6%
21.0%
18.6%
25.4%
24.5%
13.4%
11.3%
37.1%
35.6%
20.2%
28.3%
7.8%
25.0%

(284.6)
3

Deliveries from CWA carryover storage
3
Plus: CWA purchases for carryover storage
Estimated Tier 1 deliveries calendar year to date

(10,722.3)
2,366.1
62,260.6

11.4%

1

Tier 1 threshold is equal to all firm deliveries up to 90% of a member agency's historic maximum year firm demand. (Does
not yet include Calendar Year 2011 IAWP opt-out demands.)

2

Firm deliveries are net of IAWP certifications received.

3

Includes forced deliveries and deliveries made through temporary carryover storage agreements. Carryover storage of
6,766.1 AF drafted in May 2011.

Generated:
6/13/11 3:43 PM

Page 483 of 563

EXHIBIT E

MONTHLY WATER RESOURCES REPORT
Summary of Water Authority Member Agency Operations
MAY 2011

Member Agency Deliveries (AF)
38,214

May

2011

46,950

2010
423,953

2011

Previous
12 Months

488,953

2010

0

100,000

200,000

300,000

400,000

500,000

600,000

700,000

Member Agency Water Use
Surface
15%

Imported
77%

Well &
Brackish
Recovery
4%

Surface
12%

Local
Imported
80%

Well &
Brackish
Recovery
4%
Recycled
4%

Recycled
4%

MAY 2011

Previous 12 Months

Member Agency Storage (AF)

400,000
350,000
300,000

351,499

250,000
266,867

200,000

276,887
216,566

150,000
100,000

2011

2010

2011

2010

50,000
0

May
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Trailing 12-Month Average

LEGISLATION, CONSERVATION AND OUTREACH COMMITTEE
AGENDA FOR
JUNE 23, 2011

Elsa Saxod – Chair
Frank Hilliker – Vice Chair
Jeremy Jungreis – Vice Chair
Jim Bowersox
Brian Boyle
Gary Croucher
Marilyn Dailey

1.

Roll call – determination of quorum.

2.

Additions to agenda (Government Code Section 54954.2(b)).

3.

Public comment – opportunities for members of the public to address the
Committee on matters within the Committee’s jurisdiction.

4.

Chair’s report.
4-A Directors’ comments.

I.

CONSENT CALENDAR

II.

ACTION/DISCUSSION
1.

III.

Farrah Douglas
Vincent Mudd
Mark Muir
Yen Tu
Gerald Walson
Howard Williams
Tom Wornham

Legislative Issues.
1-A Report by Carpi and Clay. (pickup packet)

Carpi & Clay

1-B

Jeff Volberg

Adopt a position of Support on SB 900 (Steinberg).
Staff recommendation: Adopt a position of Support
on SB 900 (Steinberg). (Action)

INFORMATION
1.
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Quarterly Water Conservation Garden report.

Jim Bowersox

IV.

2.

Small Contractor Outreach and Opportunities Program
Quarterly report.

Emily Yanushka

3.

Quarterly report on Public Affairs outreach activities.

Jason Foster

4.

Government relations update.

Jeff Volberg

5.

Status report on legislation and legislative positions.

Alexi Schnell

ADJOURNMENT
Doria F. Lore
Clerk of the Board

NOTE:

This meeting is called as a Legislation, Conservation, and Outreach Committee meeting. Because a quorum of the Board may be present,
the meeting is also noticed as a Board meeting. Members of the Board who are not members of the Committee may participate in the
meeting pursuant to Section 2.00.060(g) of the Authority Administrative Code (Recodified). All items on the agenda, including
information items, may be deliberated and become subject to action. All public documents provided to the committee or Board for this
meeting including materials related to an item on this agenda and submitted to the Board of Directors within 72 hours prior to this meeting
may be reviewed at the San Diego County Water Authority headquarters located at 4677 Overland Avenue, San Diego, CA 92123 at the
reception desk during normal business hours.
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June 15, 2011
Attention: Legislation, Conservation and Outreach Committee
Adopt a position of Support on SB 900 (Steinberg). (Action)
Staff recommendation
Adopt a position of Support on SB 900 (Steinberg)
Alternatives
Do not adopt the recommended position or modify the position.
Fiscal Impact
No direct fiscal impact.
Background
Staff recommends that the board adopt a position of Support on SB 900 (Steinberg).
Discussion
SB 900 (Steinberg) California Regional Water Quality Control Boards
Under existing law, no person may be a member of a regional water quality control board if the
person has received a significant portion of his or her income during the past two years from an
entity that is subject to waste discharge permitting requirements. SB 900 would remove this
prohibition.
Regional water quality control boards issue permits to dischargers of “waste” into waters within
the boards’ jurisdiction. Under existing law, having received income from a permitee is
considered a conflict of interest that disqualifies a person from being a member of a board.
Unfortunately, this law disqualifies most of the people with the most relevant knowledge and
experience. The permitting decisions made by regional water quality control boards have a
significant impact on urban and agricultural water agencies. Former employees of water
agencies, however, are disqualified from serving on the boards for two years. Removing the
prohibition would broaden the pool of qualified applicants for positions on the board and would
increase the knowledge, experience, and sophistication of the boards in making permitting
decisions.
Staff recommends a position of Support on SB 900.

Prepared by: Jeffrey A. Volberg, Government Relations Manager
Approved by: Dennis A. Cushman, Assistant General Manager
Attachment 1: SB 900
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Attachment 1

AMENDED IN SENATE MAY 9, 2011
AMENDED iN SENATE APRIL 6, 2011

SENATE BILL

No. 900

Introduced by Senator Steinberg

February 18, 2011

An act to amend Scctions 175.5 and 13207 of, and to add Scetion
13388.1 to, the Water Code, relating to water. An act to add Section
13388.] to the Water Code, relating to water
LEGISLATIVE COUNSEL’S DIGEST

SB 900, as amended, Steinberg. California regional water quality
control boards: members: proceedings. members.
Under existing law, the State Water Resources Control Board and
the 9 California regional water quality control boards prescribe waste
discharge requirements in accordance with the federal national pollutant
discharge elimination system (NPDES) permit program established by
the federal Clean Water Act and the Porter-Cologne Water Quality
Control Act (state act).
inc state act presenoes requirements and qualifications for the
membership of the state board and the regional boards, and prohibits a
member of the state board or a regional board from participating in
specified board actions that involve the member or any waste discharger
with which the member is connected as a director, officer, or employee,
or in which thc board member has a financial interest within the meaning
of the Political Reform Act of 1974.
This bill would delete the provisions prohibiting a board member
frnm nirtirinitinc in gr’finnQ t1t inirnlvc thc mrmhrr g-r
1

discharger with which the member is connected. The bill would specify
that the limitation on a board member’s financial interest applies only

97
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to a disqualifying financial interest within the meaning of the Political
Reform Act of 1974.
The state act prescribes requirements and qualifications for the
membership of the state board and the regional boards, and prohibits
a person from being a member of the state board or a regional board if
that person receives or has received during the previous 2 years a
significant portion of his or her income directly or indirectly from any
person subject to waste discharge requirements or applicants for waste
discharge requirements that are prescribed pursuant to the NPDES
permit program.
This bill, with regard to a regional board, would provide that a person
would not be disqualified from being a member of that board because
that person receives, or has received during the previous 2 years, a
significant portion of his or her income directly or indirectly from a
person subject to waste discharge requirements, or an applicant for
waste discharge requirements, that govern discharges not within the
jurisdiction of that regional board. The bill would provide that this
revised eligibility provision relating to members of a regional board
shall be implemented only if certain requirements are met.
Vote: majority. Appropriation: no. Fiscal committee: yes no.
State-mandated local program: no.
The people of the State of California do enact as follows:
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16

SECTION 1. Section 175.5 of the Water Code is amended to
read:
175.5. (a) A member of the board shall not participate in any
board action pursuant to Article 2 (commencing with Section
13320) of Chapter 5 of Division 7 in which the board member has
a disqualifying financial interest in the decision within the meaning
of Section 87103 of the Government Code.
(b) A board member shall not participate in any proceeding
before any regional board as a consultant or in any other capacity
on behalf of any waste discharger.
(c) Upon the request of any person, or on the Attorney General’s
own initiative, the Attorney General may file a complaint in the
superior court for the county in which the board has its principal
office alleging that a board member has knowingly violated this
section and the facts upon which the allegation is based and asking
that the member be removed from office. Further proceedings shall
97
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1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40

SB 900

be in accordance as near as may be with rules governing civil
actions. If after trial the court finds that the board member has
knowingly violated this section it shall pronounce judgment that
the member be removed from office.
SEC. 2. Section 13207 of the Water Code is amended to read:
13207. (a) A member of a regional board shall not participate
in any board action pursuant to Article 4 (commencing with Section
13260) of Chapter 4, or Article 1 (commencing with Section
13300) of Chapter 5, of this division in which he or she has a
disqualifying financial interest in the decision within the meaning
of Section 87103 of the Government Code.
(b) A board member shall not participate in any proceeding
before any regional board or the state board as a consultant or in
any other capacity on behalf of any waste discharger.
(c) Upon the request of any person, or on the Attorney General’s
own initiative, the Attorney General may file a complaint in the
superior court for the county in which the regional board has its
principal office alleging that a board member has knowingly
violated this section and the facts upon which the allegation is
based and asking that the member be removed from office. Further
proceedings shall be in accordance as near as may be with rules
governing civil actions. If after trial the court finds that the board
member has knowingly violated this section it shall pronounce
judgment that the member be removed from office.
SEC. 3.
SECTION 1. Section 13388.1 is added to the Water Code, to
read:
13388.1. (a) Notwithstanding Section 13388, a person shall
not be disqualified from being a member of a regional board
because that person receives, or has received during the previous
two years, a significant portion of his or her income directly or
indirectly from a person subject to waste discharge requirements,
or an applicant for waste discharge requirements, that govern
discharges pursuant to this chapter not within the jurisdiction of
that regional board.
(b) This section shall be implemented only if the United States
Environmental Protection Agency either determines that no
program approval is necessary, or approves of a change in
California’s national pollutant discharge elimination system
program, to allow the state to administer the national pollutant
97
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discharge elimination system permit program consistent with
subdivision (a).

O
97
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June 15, 2011
Attention: Legislation, Conservation and Outreach Committee
Small Contractor Outreach and Opportunities Program Quarterly Report (Information)
Background
The purpose of SCOOP is to maximize small business participation on Water Authority contracts
and procurements. This report provides a summary of SCOOP activities and program metrics
from July 1, 2010 through March 31, 2011.
Discussion
Program Measurements
The Water Authority’s cumulative contract and purchase order awards for the quarter was
approximately $17.8 million. Small businesses received $6.8 million, or 38 percent, of total
dollars awarded. Minority-owned and women-owned businesses received $3.7 million, or 21
percent, of total dollars awarded.
Vendor figures reflect cumulative numbers from the second quarter, pending completion of
programming enhancements to the upgraded reporting system software.
Further details of SCOOP statistics are given in Exhibit A (SCOOP Measurements Summary).
Information on minority-owned and women-owned businesses is made available to the Board for
statistical purposes only.
Outreach Activities
During the third quarter, the Water Authority and other agencies participated in several outreach
conferences, including the annual Caltrans Small Business Exchange, which attracted more than
400 attendees. Water Authority representatives reached out to 38 organizations at 55 separate
events to create awareness and increase registration for SCOOP and Water Authority
procurements.
SCOOP continues to experience heightened interest from businesses that want to learn how to
work with the Water Authority. A total of 329 attendees, representing 220 firms, attended
SCOOP training on “Marketing and Partnering,” “Proposal Writing & Development,” and
“Teaming with Prime Contractors and Consultants.” SCOOP also launched “Doing Business
with the Water Authority,” a new online course that will reach busy entrepreneurs who are
unable to attend classroom training.
Surveys and Studies
At the request of the SCOOP Committee of the Board, SCOOP retained external consultants to
evaluate the effectiveness of the current program. These studies included: focus groups of SCOOP
stakeholders, a survey of small businesses, benchmarking of other small business programs,
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development of a SCOOP goal, a review of SCOOP processes, and an analysis of The Network, the
Water Authority’s small business registration system.
Results indicate a strong level of support and satisfaction with the program. Stakeholders gave high
ratings to multiple-agency outreach events (such as Paths to Partnerships), technical assistance (the
mentor protégé programs), and networking opportunities.
However, as a reflection of the changing economy and procurement environment, the needs of
small businesses interested in government contracting have evolved. Feedback from these studies
included several suggestions for improvement:
•
•
•
•
•
•

Clarify Board vision, SCOOP requirements, and reports
Implement sheltered bidding or set-asides for small businesses
Increase access to staff and prime contractors
Provide training that emphasizes networking
Reduce the need to register with individual agencies
Improve communication about the SCOOP program

To enhance the program and address these needs within the Water Authority’s new normal of
streamlined resources, a reduced Capital Improvement Program, and limited expenditures within the
2012-2013 budget period, SCOOP will focus on the following activities:
•
•
•
•
•
•
•
•
•
•

Recommend an appropriate small business goal
Update reports with information on subcontractors
Review surety bond requirements on public works contracts
Evaluate small business preference on procurements valued at less than $25,000
Develop training for staff and large contractors
Revise classes to emphasize networking opportunities
Accomplish outreach through industry associations and multiple-agency events
Transition leadership role of Paths to Partnerships to collaborating agencies
Conduct further research of a small business registration clearinghouse for multiple agencies
Increase visibility, awareness, and communication of the SCOOP program

These efforts will ensure that SCOOP continues to align with the goals of the Water Authority’s
Strategic Plan and Business Plan, while providing continued program effectiveness and quality of
service to the small business community.
Prepared by: Emily Yanushka, SCOOP Manager
Reviewed by: Jason Foster, Director of Public Affairs
Attachment
1. Exhibit A – SCOOP Program Measurements Summary
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EXHIBIT A
SCOOP Measurements Summary
July 1, 2010 – March 31, 2011
Note: Vendor figures reported as part of Metrics No. 3 and 5 reflect cumulative numbers from the second quarter,
pending completion of programming enhancements to the upgraded system software.

A-1. Small Business Measurements for
July 1, 2010 – March 31, 2011
FY 2011 YTD

1.

2.

3.

Number of qualified small
businesses capable of
bidding on Water Authority
projects
Number of bidders
submitting bids and
proposals for contracts
Number of businesses
participating on Water
Authority procurements
(contracts and purchase
orders)

4.

Number of contracting
opportunities

5.

Amount committed to small
businesses

FY 2010 Total

Total

Small

%
Small

Total

Small

%
Small

5873

2379

41%

5757

2293

40%

175

119

68%

485

253

52%

246

118

48%

407

188

46%

41

19

46%

75

46

61%

$17,752,599

$6,847,664

38%

$170,571,174

$21,167,391

12%

A-2. Minority/Women-Owned Business Measurements for
July 1, 2010 – March 31, 2011
FY 2011 YTD

FY 2010 Total

Total

M/W

%
M/W

1.

Number of qualified M/W
businesses capable of
bidding on Water Authority
projects

5873

1568

27%

5757

1384

24%

2.

Number of bidders
submitting bids and
proposals for contracts

175

93

53%

485

145

30%

3.

Number of businesses
participating on Water
Authority procurements
(contracts and purchase
orders)

246

46

19%

407

62

15%

4.

Number of contracting
opportunities

41

7

17%

75

14

19%

5.

Amount committed to
minority and women-owned
businesses

$17,752,599

$3,733,522

21%

$170,571,174

$13,584,791

8%
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June 15, 2011
Attention: Legislation, Conservation and Outreach Committee
Quarterly report on Public Affairs outreach activities (Information)
Background
From March 2011 through May 2011, Public Affairs supported Water Authority programs and
projects, assisted member agencies, worked with communities directly affected by Water Authority
construction projects, conducted media relations activities, worked on education programs, and
supplied information through various means, including publications and online communications.
Discussion
During the quarter, Public Affairs staff conducted the Water Authority’s biennial public opinion
poll and reported on its findings, published and distributed the web-based annual report for fiscal
year 2010, and managed media inquiries related to the end of water supply allocations and a
range of other subjects. In addition, staff also planned and held the agency’s first “Water Talks”
community forum, a new outreach program that helps the Water Authority directly inform and
educate key stakeholders and the public about key programs and strategies for providing the
region with a safe and reliable water supply.
Media Relations
The Water Authority distributed 10 news releases during the quarter. The subjects were:
• Release of Urban Water Management Plan for public comment
• Water Authority ends supply allocations
• Statement from Chair Hogan on MWD ending supply allocations
• 2011 Public Opinion Poll results
• Board deferral of CIP projects
• Resolution for state to identify and fund a plan for Salton Sea restoration
• Announcement of Water Talks community forum
• Irrigation Checkup Program (two releases)
• Winners of the education program’s Be WaterSm"ART” art/essay contest
In addition, staff submitted an opinion editorial by the Board Chair on the impact of the wet
winter and the need to continue to diversify the region’s water supplies to The San Diego UnionTribune. The general manager appeared on the KPBS Radio news program “These Days” with
the MWD general manager and a city of San Diego representative to discuss the end of supply
allocations and lifting of mandatory water use restrictions. The assistant general manager was
interviewed for a two-part investigative report on KGTV Channel 10 regarding the MWD rate
challenge and the potential for MWD to end local water supply development and conservation
incentive agreements in San Diego County.
Overall, staff tracked 47 media reports resulting from Water Authority communications or media
requests. There were 25 print articles, 10 website stories, and 12 broadcast stories.
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Key subjects covered during the period included:
• Governor ends drought declaration
• The end of supply allocations by MWD and the Water Authority and the lifting of
mandatory water use restrictions
• MWD rate challenge and MWD’s potential cancellation of local supply development and
conservation incentive agreements in San Diego County
• Water Authority Board resolution urging state to fund Salton Sea restoration
• Seawater desalination (binational and Camp Pendleton projects)
• Water Authority’s solar power installation project
• 2011 Public Opinion Survey results
• Water Talks community forum
• Irrigation Checkup Program
• Colorado River water supplies
Publications and Online Communications
In April, staff published “Water Works,” the Water Authority’s web-based annual report for
fiscal year 2010 and distributed announcements about the report’s availability online to more
than 6,500 contacts, including the investment community.
Staff distributed WaterSource, the Water Authority’s water issues e-newsletter, and the 20Gallon Challenge conservation-focused e-newsletter. Staff also completed monthly distributions
of GM’s News and Notes to board members and member agency general managers and
distributed Connections newsletter to employees.
Community Relations
Water Authority staff communicated the Water Authority’s diversification strategy and efforts to
manage rates via presentations and community events. Presentations were made to the San
Dieguito Water District, Lakeside Water District, San Diego County Taxpayers Association’s
Transportation, Energy, Water and Infrastructure Committee, Padre Dam Municipal Water
District, Helix Water District, and the Escondido City Council. The Water Authority also staffed
a booth at the Annual Energy Expo held by SDG&E.
In celebration of Earth Day in April, the Water Authority attended several community events to
provide materials and answer questions regarding the Water Authority’s programs and policies.
Staff manned booths at the Balboa Park Earth Day Event, as well as corporate Earth Day events
at Sony Corporation, Cubic, Kyocera, and Cox Communications.
The Water Authority held its first Water Talks community forum on May 31. Approximately 60
attendees heard presentations from Board Chair Michael T. Hogan, Assistant General Manager
Dennis Cushman and Director of Finance Eric Sandler. Topics covered included the Water
Authority’s infrastructure investments and diversification strategy, the current and proposed
budget, recommended water rates for calendar year 2012, and the MWD rate challenge. The
event was held at the Water Authority’s Kearny Mesa headquarters and included tours of the
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building’s WaterSmart landscape. Staff is evaluating feedback from attendees and shortly will
begin planning the location and topic of the next forum.
Board members and staff attended events in the community to foster awareness and support for
the Water Authority’s programs and policies. Events included the AFL-CIO Labor Council
Awards Dinner, the Cesar Chavez Foundation Breakfast, the San Diego Regional Chamber of
Commerce Congressional Luncheon, the Chicano Federation Annual Unity Luncheon, the San
Diego County Taxpayers Association Golden Watchdog Golden Fleece Awards Dinner, and the
United Pan Asian Committee Annual Dinner.
School Education
During the quarter, classroom presentations, teacher workshops, Splash Lab visits and the “H2O
Where Did You Go” and “Waterology” theater programs reached 98 schools, 815 teachers, and
20,909 students.
On May 6, the Water Authority held an awards program for the first “Be Water
Sm“ART” Essay Contest. Out of almost 500 entries, 12 students (1st, 2nd, and 3rd place each in
second through fifth grades) received awards for a one-page essay and accompanying piece of
artwork. The winning students came from a diverse mix of schools around the county. The
ceremony was held at the Reuben H. Fleet Science Center, and after the presentations, students
visited the Water Authority’s exhibit “San Diego’s Water: From Source to Tap.” The art and
essays were displayed in the lobby of the Water Authority’s headquarters during the month of
May in honor of Water Awareness Month.
The Water Authority issued an RFP for water conservation-themed theater programs to be
presented in elementary school assemblies. Six proposals were received, and five firms were
interviewed. The selection process is nearing completion.
MWD/Water Authority Inspection Trips
In March, Directors Fern Steiner and Jim Bowersox co-hosted a State Water Project/Bay Delta
Inspection Trip. This trip made stops at Lake Oroville, the Feather River Fish Hatchery, MWD’s
Sacramento legislative offices, Delta Cross Channel, Twitchell Island, Sherman Island, the John
E. Skinner Delta Fish Protective Facility, and the Harvey O. Banks Pumping Plant. In May,
Director Bowersox hosted a Colorado River Aqueduct Inspection Trip. This trip made stops at
the Water Conservation Garden, San Vicente Reservoir, Gene Pumping Plant, Copper Basin
Reservoir, the W. P. Whitsett Intake Pumping Plant, Palo Verde Irrigation District, the AllAmerican Canal, and the Warren H. Brock Reservoir.
Joint Public Information Council
Staff hosted a joint meeting for JPIC and Conservation Coordinators in April. Staff conducted a
survey of member agency public information and conservation staff to determine the format and
content of future meetings. Based on findings from the survey, future meetings will be adjusted
to maximize the benefits to the group.
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CIP Projects
San Vicente Projects
Staff delivered a presentation on community outreach for the San Vicente Dam Raise during the
plenary session of the United States Society of Dams international conference and helped
coordinate a conference tour to the project site. Staff also hosted two MWD Inspection Tours to
the dam raise project and a tour for San Diego County Supervisor Dianne Jacob and her staff.
For San Vicente Pipeline, the project team met with community representatives of Mira Mesa
and Rancho Peñasquitos at the West Shaft to review the landscaping plans for the site and
address input received from the community.
Overall ESP
Staff mailed the spring/summer issue of the ESP Update to stakeholders and transferred
numerous support tasks from long-time consultant Katz & Associates to staff.
Mission Trails Projects
Staff discussed the Flow Regulatory Structure II delay with the Mission Trails Regional Park
Citizens’ Advisory Committee and Task Force in May. Staff also participated in Explore Mission
Trails Day by sharing conservation, relining, and FRS II delay information and updated the
project web page.

Prepared by: Donna Nenow, Public Affairs Supervisor
Reviewed by: Jason Foster, Director of Public Affairs
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Attention: Legislation, Conservation and Outreach Committee
Government Relations Update (Information)
Discussion
This report is an update of the Water Authority’s government relations program.
State Budget
On May 16, the Governor released the “May Revise,” which updates the Governor’s proposed
budget with more current information on tax receipts since January. The Legislature has passed a
number of bills cutting spending by approximately $7 billion, and tax receipts have further
reduced the deficit by approximately $2 billion. The Governor and Legislature are still
negotiating a budget that would be contingent on an extension of tax increases that have been
effective since 2009. The taxes will expire at the end of June, but could be reinstated by a vote of
the people at a special election in the fall. Without approval by the voters of a tax extension, the
budget will still have to depend largely on cuts to balance.
The budget bill must pass by midnight, June 15, or legislators will cease to receive their salaries
and per diem expense payments under Proposition 25. However, Proposition 25 allows a
majority of the Legislature to pass a budget, as long as it does not raise revenues.
Legislation
The deadline for bills to pass out of the “house of origin” was June 3. Bills that did not pass out
of the houses in which they were originally introduced had either failed to pass out of
committees or were held in committee as two-year bills.
Policy committee hearings resumed on June 6. If the budget is completed on time, the
Legislature plans on taking a summer recess between July 15 and August 15. The end of the
2011 legislative session will be September 9.
Bay-Delta
The Delta Stewardship Council, created by the 2009 bill package, has released three drafts of the
Delta Plan, as of June 15. The drafts have raised concern from the water community, because
they emphasize reducing demand and exports from the Delta through regulations that would
intrude on water agencies’ self-government responsibilities. A group within ACWA, of which
the Water Authority is a part, is drafting an alternate Delta Plan that the water community
believes is more consistent with the intent of the legislation, as well as more likely to succeed.
The Brown administration is taking a fresh approach to the Bay-Delta Conservation Plan
(BDCP). The administration is including a broader group of stakeholders, including local Delta
interests who were previously excluded. The BDCP is behind schedule, and the draft version that

Page 499 of 563

Legislation, Conservation and Outreach Committee
June 15, 2011
Page 2 of 2
was released last November has been criticized by the National Research Council for its structure
and analysis.
Lobbyist Activities
Jonathan Clay of Carpi and Clay will provide a separate report of the firm’s monthly activities.
Bob Giroux of Lang, Hansen, O’Malley & Miller reports that he performed the following
lobbying activities on behalf of the Water Authority in May:
Participated in a conference call with board Chair Michael Hogan, board officers, and
Legislation, Conservation and Outreach Committee Chair Elsa Saxod regarding
developments in Sacramento.
Helped to organize and participated in a legislative day on May 11 with Water Authority
directors, during which they met with legislative leaders and administration officials in
Sacramento.
John White’s activities in May included:
Participated in a conference call with board Chair Michael Hogan, board officers, and
Legislation, Conservation and Outreach Committee Chair Elsa Saxod regarding
developments in Sacramento.
Helped to organize and participated in a legislative day on May 11 with Water Authority
directors, during which they met with legislative leaders and administration officials in
Sacramento.
Washington, D.C.
Water Authority staff have been working with Ken Carpi of Carpi & Clay to place Water
Authority and member agency projects in the next renewal of the Water Resources Development
Act (WRDA).
Ken Carpi of Carpi & Clay will provide a separate report of the firm’s monthly activities in
Washington, D.C.
Prepared by: Jeffrey A. Volberg, Government Relations Manager
Reviewed by: Dennis A. Cushman, Assistant General Manager
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Attention:

Legislation Conservation and Outreach Committee

Status Report on Legislation and Legislative Positions (Information)
Background
Water Authority staff is currently reviewing 82 bills in the state Legislature and Congress for
potential impact on the organization and its member agencies. Some of these bills are
placeholder bills that do not propose substantive changes in the law, but which may be amended
to propose such changes.
The Water Authority’s staff and legislative advocates review each bill in the context of the
adopted 2011 Legislative Policy Guidelines. The Legislative Policy Guidelines provide direction
to staff and the Water Authority’s legislative advocates to communicate support or opposition to
legislation and amendments. Bills for which staff recommends a position are brought before the
Legislation, Conservation and Outreach Committee and the board for consideration.
The deadline for Assembly and Senate fiscal committees to hear and report on bills introduced in
their respective houses was May 27, 2011. The last day for bills to be passed out of their house
of origin was June 3, 2011.
Discussion
As of June 8, 2011, the board has taken a position of Support on three bills, a position of
Support, if amended on three bills, a position of Support and seek amendments on two bills, a
position of Oppose on four bills, and a position of Oppose, unless amended on one bill. An
Oppose position adopted previously on one bill was dropped when the bill was amended in keeping
with amendments sought by the Water Authority. The Water Authority is sponsoring two bills in
the Legislature, AB 1048 (Harkey) and SB 759 (Lieu). The board has adopted a Support
position on one federal bill.
Water Authority staff and its legislative advocates will continue to track and monitor bills
throughout the legislative session to ensure consistency with board policies, positions and the
2011 Legislative Policy Guidelines. Attached is a matrix outlining current positions on
legislation of interest to the Water Authority as of June 8, 2011. Also attached is a
comprehensive list of bills that are under review and are being monitored by staff and legislative
advocates.
Prepared by: Alexandra Schnell, Management Analyst
Reviewed by: Jeffrey A. Volberg, Government Relations Manager
Reviewed by: Dennis A. Cushman, Assistant General Manager
Attachments: 1. Matrix summarizing the Water Authority’s current positions on 2011-2012
legislation as of June 8, 2011
2. List of legislation under review by Water Authority staff as of June 8, 2011
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San Diego County Water Authority
Summary of Current Positions on 2011-2012 Legislation
as of June 8, 2011
Bill
Number
AB 19

Bill Title, Summary & Status

Author
Fong

Attachment 1

SDCWA Position
(Date of Board Action)

Water Charges and Meters: multiunit residential structures

Support, if amended

AB 19 requires the Department of Housing and Community Development to
develop building standards for water submeters in multi-unit residential structures.
The bill requires water agencies to adopt policies that require landowners to install
water submeters and charge their tenants separately for water by the volume of
water delivered. The sought amendment would allow water providers to collect a
fee for time spent inspecting the installation of submeters.

(24-Mar-11)

Status:
Failed passage in policy committee.

AB 134

Dickinson

Appropriation of Water: Sacramento Regional County
Sanitation District
AB 134 allows the Sacramento Regional County Sanitation District (SRCSD) to
file an application to obtain a permit to appropriate an amount of water equal to
the amount of treated wastewater discharged, less carriage losses, if water is
redirected from the Sacramento River or Sacramento-San Joaquin Delta. The
author has amended the bill to remove the Water Authority's concerns. As
amended, the bill's language is procedurally consistent with existing law to ensure
appropriate review by the SWRCB prior to the award of a permit.

Neutral
(Original position of
'Oppose' (adopted by
Board 24-Feb-11)
removed; bill has been
amended to address the
Water Authority's
concerns).

Status:
Senate Committee on Natural Resources and Water

AB 229

Lara

Controller: audits

Support, if amended

Under existing law, the state Controller receives all financial audits prepared by
local agencies. AB 229 would require local agencies to submit audits online
within nine months of the audit period. It would require an agency to select an
auditor from an approved list maintained by the state Controller. The bill would
also require local governments to change auditors every six years. The state
Controller would be required to monitor all audits received. This bill was inspired
by the controversy in the City of Bell, where city auditors failed to discover and
identify violations.

(26-May-11)

The amendment sought by the Water Authority would allow local agencies to
select auditors who meet the requirements set by the state Controller (rather than
requiring an agency to select an auditor from a directory compiled by the state
Controller).

Status:
To Senate.
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Summary of Current Positions on 2011-2012 Legislation
as of June 8, 2011

Bill
Number
AB 275

Bill Title, Summary & Status

Author
Solorio

SDCWA Position
(Date of Board Action)

Rainwater Capture Act of 2011

Support

AB 275 authorizes landowners to install and operate rain barrel systems for the
collection of rainwater. The collected rainwater may be used for outside uses such
as landscape irrigation, or for limited indoor uses such as toilet flushing. The bill
also authorizes certified landscape contractors to install rain barrel systems.

(24-Mar-11)

Status:
Senate Committee on Natural Resources; and Senate Committee on Water and
Environmental Quality

AB 342

Atkins

Office of Planning and Research
In 2006, an executive order was issued by Governor Schwarzenegger that
designated the Office of Planning and Research (OPR) as the state executive
branch's liaison to the Department of Defense (DOD). AB 342 would put this
relationship into statute. The Water Authority seeks amendments to the bill to
clarify that OPR shall act as a conduit between local governments, state agencies,
and DOD when dealing with federal issues as well as local matters that have
impacts on federal activities.

Support and seek
amendments
(28-Apr-11)

Status:
Senate Committee on Governmental Organization

AB 457

Wagner

Public Works Contracts: relief for bidders

Oppose

AB 457 would provide attorney's fees to a public works bidder who is not
awarded a contract for a public project, but who successfully challenges the
bidding process for the project in court. Strict guidelines detail how public
agencies, including the Water Authority and its member agencies, award contracts.
AB 457 would encourage meritless bid protests and increase construction costs as
a result of the resulting construction delays. The proposed law is likely to result in
an increase in bid protests and subsequent lawsuits against public entities.

(28-Apr-11)

Status:
Not heard in policy committee; will become a two-year bill.

Page 503 of 563

San Diego County Water Authority
Summary of Current Positions on 2011-2012 Legislation
as of June 8, 2011

Bill
Number
AB 550

Bill Title, Summary & Status

Author
Huber

SDCWA Position
(Date of Board Action)

Sacramento-San Joaquin Delta: peripheral canal

Oppose

AB 550 would undo a portion of the 2009 Bay-Delta bill package, by prohibiting
the construction of a "peripheral canal" as defined in the bill, unless it is explicitly
authorized by the Legislature. The 2009 Bay-Delta bill package, supported by the
Water Authority, provides a process by which a facility can be approved and built
to move water under or around the Delta, without further debate and authorization
by the Legislature. The bill package was the result of extensive negotiations and
compromise among the stakeholders in the Delta, and is intended to avoid the
need for further legislative action on the issue. A requirement for further
legislative approval could only delay or jeopardize the construction of a project to
achieve the co-equal goals of water supply reliability and environmental
restoration.

(24-Mar-11)

Status:
Not heard in policy committee; will become a two-year bill.

AB 576

Dickinson

Delta Stewardship Council: Delta Plan: financing
The Bay-Delta bill package (Nov. 2009) created the Delta Stewardship Council.
The Council is charged with preparing a Delta Plan and ensuring that actions in
the Delta conform to the plan. No funding has been set aside to cover the
Council's administrative and planning costs. AB 576 provides short-term funding
for the Council through a fee on the State Water Project (SWP) and Central Valley
Project (CVP) contractors. The Water Authority’s Legislative Policy Guidelines
state that the Water Authority will oppose a bill that “imposes a water user fee for
statewide projects or programs, for which the projects or programs are not clearly
defined, the beneficiaries identified, and the reasonable costs identified.” This bill
imposes a fee solely on the SWP and CVP contractors, although the benefits will
extend to many more users of the Delta. The California Urban Water Agencies
(CUWA) has developed a table of the many beneficiaries of state activities in the
Delta, which could be used to spread the costs across a much wider base. As
amended, the bill should:
• Include other beneficiaries besides the SWP and CVP contractors in the
proposed initial fee;
• Spread the Council’s planning and administrative costs more broadly to all
persons or groups that benefit from or cause impacts to the Delta watershed;
• Require that any fees recommended by the Council be developed through an
open, transparent public process and be adopted by the Legislature; and
• Include a funding cap and sunset clause for the initial fee.

Status:
Not heard in policy committee; will become a two-year bill.
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Oppose, unless
amended
(24-Mar-11)

San Diego County Water Authority
Summary of Current Positions on 2011-2012 Legislation
as of June 8, 2011

Bill
Number
AB 1048

Bill Title, Summary & Status

Author
Harkey

SDCWA Position
(Date of Board Action)

Water Quality: recycled water and wastewater: fluoride

Sponsor

The state's regional water quality control boards maintain standards for the
concentration of fluoride in recycled and waste water discharges. These standards
are maintained in the regional boards' basin plans. To the extent that
concentrations of fluoride required to be maintained in drinking water exceed the
concentrations allowed in the basin plans, the regional boards may require that
producers of recycled water and wastewater treatment plants remove the excess
fluoride. AB 1048 would prevent the regional board from requiring that
wastewater or recycled water contain a concentration of fluoride that is less than
the concentration required to be maintained in drinking water. State Water
Resources Control Board staff has identified this to be an issue for the San Diego
area only. The Water Authority is pursuing discussions with the San Diego
Regional Water Quality Control Board on this matter.

(27-Jan-11)

Status:
AB 1048 will become a two-year bill while this is addressed.

AB 1354

Huber

Public Works: payment: retention

Oppose

AB 1354 would prohibit the withholding of retention proceeds from public works
contracts with respect to all contracts entered into on or after January 1, 2012.
Retention is an important tool for a public entity, such as the Water Authority or
its member agencies, to obtain contract completion and compliance. This bill
would only allow the withholding of disputed funds from a final payment.

(28-Apr-11)

Status:
Not heard in policy committee; will become a two-year bill.

SB 34

Simitian

California Water Resources Investment Act of 2011

Oppose

SB 34 would impose a charge on each retail water agency, based on the volume of
water it serves for non-agricultural purposes, or on the number of acres served for
agricultural purposes. The revenues from the charge would be placed in a Water
Resources Investment Fund (WRIF), from which half would be allocated to eleven
regions, based on the regional water quality control board regions, for distribution
to integrated regional water management planning entities within each region.
The remaining half would be used by the state to finance various state programs
and projects. The Water Authority's Legislative Policy Guidelines state that the
Water Authority will oppose a bill that "imposes a water user fee for statewide
projects or programs, for which the projects or programs are not clearly defined,
the beneficiaries identified, and the reasonable costs identified." SB 34 imposes
an open-ended fee on water users to fund the state's share of water infrastructure
and water quality projects and programs, as well as to provide funding for
integrated regional water management plans, regulated by the Department of
Water Resources.

(28-Apr-11)

Status:
Senate Appropriations Committee
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San Diego County Water Authority
Summary of Current Positions on 2011-2012 Legislation
as of June 8, 2011

Bill
Number
SB 200

Bill Title, Summary & Status

Author
Wolk

SDCWA Position
(Date of Board Action)

Sacramento-San Joaquin Delta: Bay Delta Conservation Plan

Support, if amended

SB 200 requires that any state agency undertaking an action to implement the BayDelta Conservation Plan (BDCP) must ensure that the action is consistent with
specific provisions of the bill. The provisions primarily protect in-Delta residents,
businesses, and local governments from any impacts arising from the BDCP. The
provisions also define the beneficiaries of the BDCP as only those receiving
permits and regulatory assurances under the BDCP and require that only those
beneficiaries pay for implementation of the BDCP.

(28-Apr-11)

Water Authority staff has approached the author with suggested amendments to
the bill. Much of the existing language would be removed and the bill would
instead require that any contract between the state and any wholesale water agency
for implementation of the BDCP include a provision requiring that the wholesale
water agency provide an assured revenue stream to pay for all of the wholesale
water agency’s obligations for the entire duration of the contract. An assured
revenue stream could consist of contracts with member agencies that provide an
assured payment regardless of the member agencies’ actual purchase of water from
the wholesale agency, or a property tax revenue stream.

Status:
SB 200 was not amended as requested by the Water Authority. Not heard in
policy committee; will become a two-year bill.

SB 215

Huff

Invasive Aquatic Species: mussels

Support

Existing law authorizes the Department of Fish and Game to take certain actions
to prevent the spread of zebra and quagga mussels in California. However, the
existing statute will expire on January 1, 2012 unless it is extended. SB 215
extends the statute by five years, to January 1, 2017. The state would continue to
have the authority to inspect boats and facilities for mussels during this extended
period.

(26-May-11)

Status:
To Assembly.
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San Diego County Water Authority
Summary of Current Positions on 2011-2012 Legislation
as of June 8, 2011

Bill
Number
SB 328

Bill Title, Summary & Status

Author
Kehoe

SDCWA Position
(Date of Board Action)

Eminent Domain: conservation easements

Support

Under current law, state agencies may acquire easements that conserve parcels of
land from development. This helps the state meet its wildlife habitat goals, as well
as preserve open land for future generations through voluntary transactions with
willing landowners. However, sometimes these conservation easements are
condemned through the eminent domain process by other state agencies for public
purposes. Often the state agency or non-governmental organization that holds the
easement is not informed of the condemnation or given an opportunity to object.
This bill establishes procedures for informing the holders of conservation
easements of condemnation proceedings and gives them an opportunity to object.

(24-Mar-11)

Status:
To Assembly.

SB 607

Walters

State Water Resources Control Board: water quality: brackish
groundwater treatment

Support and seek
amendments

Existing law requires the State Water Resources Control Board (SWRCB) to
adopt an Ocean Plan and update it every three years. SB 607 would require the
SWRCB to amend the Ocean Plan to address the discharge of wastewater resulting
from the treatment of brackish groundwater for potable use. This would result in
the adoption of a statewide policy that would prevent the inconsistent application
of standards by the regional water quality control boards.

(26-May-11)

The Water Authority seeks an amendment that would add the discharge of water
resulting from desalination treatment of recycled water to what is addressed in the
Ocean Plan.

Status:
Assembly Committee on Environmental Safety and Toxic Materials

SB 759

Lieu

Common Interest Developments: artificial turf

Sponsor

SB 759 would ban homeowners' associations (HOA's) from outright prohibiting
the use of artificial turf for landscaping purposes, while allowing HOA's to
implement design guidelines.

(27-Jan-11)

This bill is essentially the same as AB 1793 (Saldaña), sponsored by the Water
Authority in 2010. AB 1793 was vetoed by Governor Schwarzenegger; however,
there is an improved likelihood that Governor Brown will sign the bill if it passes
in the Legislature this year.

Status:
Assembly Committee on Housing and Community Development
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San Diego County Water Authority
Summary of Current Positions on 2011-2012 Legislation
as of June 8, 2011

Bill
Number
S. 519

Bill Title, Summary & Status

Author
Reid

(Date of Board Action)

Hoover Power Allocation Act of 2011

Support

S. 519 * provides for the continued allocation of power from the Hoover Dam
power plant to existing users and to some new users after the current contracts
expire in 2017. Electrical power from Hoover Dam is a vital power resource for
more than 29 million people in California, Arizona, and Nevada. The
Metropolitan Water District (MWD) is a major contractor for Hoover power,
which it uses to move water from the Colorado River to the coastal plain of
Southern California. Since 1928, Hoover power contractors have invested $1.3
billion to construct, upgrade, operate, maintain, and replace Hoover Dam power
equipment. The contractors will invest another $600 million between 2010 and
2017 when the current contracts expire. This bill provides for continued contracts
starting in 2017 and continuing for a period of 50 years. Hoover power is a lowcost, clean, and renewable source of power. The bill allocates five percent of the
existing allocations to various federally recognized Indian tribes and other eligible
entities. On the whole, the bill provides long-term certainty of power supply for
MWD and other water suppliers that depend on Hoover power to ensure efficient
and reliable Colorado River water deliveries.

(28-Apr-11)

Status:
S. 519 is in the Senate Committee on Energy and Natural Resources.
* H.R. 470 (Heck) is the companion (identical) bill in the House of
Representatives.

Page 508 of 563

SDCWA Position

Attachment 2
Legislation Under Review by the Water Authority as of June 8, 2011
AUTHOR:
CA AB 19
Fong [D]
TITLE:
Building Standards: Water Meters: Multiunit Structures
FISCAL COMMITTEE:
no
URGENCY CLAUSE:
no
INTRODUCED:
12/06/2010
LAST AMEND:
04/15/2011
DISPOSITION:
Pending
LOCATION:
Assembly Housing and Community Development Committee
SUMMARY:

Requires a water purveyor providing water service to a newly constructed
multiunit residential structure or mixed-use residential and commercial
structure, including a structure that is part of a common interest development,
that submits and application for a water connection after a specified date, to
require the installation of the meter or submeter to measure water to each unit
as a condition of new water service. Requires the submeter to meet specified
requirements. Relates to billing and disclosure.
STATUS:

04/27/2011
NOTES:

CA AB 23

AUTHOR:
TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
LAST AMEND:
DISPOSITION:
COMMITTEE:
HEARING:
SUMMARY:

In ASSEMBLY Committee on HOUSING AND COMMUNITY
DEVELOPMENT: Reconsideration granted.
Position: Support if amended (3-24-11)
Smyth [R]
Local Agency Meetings: Compensation Disclosure
no
no
12/06/2010
06/01/2011
Pending
Senate Governance and Finance Committee
06/08/2011 10:00 am

Amends the Ralph M. Brown Act which requires each legislative body of a local
agency to provide the time and place for holding regular meetings. Authorizes a
convened legislative body whose membership constitutes a quorum of any other
legislative body to convene a meeting of the 2nd legislative body,
simultaneously or in serial order, only if a clerk or member announces the
amount of compensation or stipend, if any, that each member will receive as a
result of convening the simultaneous or serial meetings.
STATUS:

06/01/2011
06/01/2011
CA AB 54

AUTHOR:
TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
LAST AMEND:
DISPOSITION:
LOCATION:
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From SENATE Committee on GOVERNANCE AND FINANCE
with author's amendments.
In SENATE. Read second time and amended. Re-referred
to Committee on GOVERNANCE AND FINANCE.
Solorio [D]
Drinking Water
yes
no
12/06/2010
05/31/2011
Pending
SENATE

SUMMARY:

Requires a mutual water company that operates a public water system to
submit an map depicting approximate service boundaries. Disallows expansion
without approval. Requires a company financial reserve fund. Requires company
board member training. Relates to projects funded under the Safe Drinking
Water Revolving Fund. Relates to approval for annexation. Relates to safe
drinking water standards compliance. Authorizes such companies to levy an
assessment to pay water quality violation related civil fines.
STATUS:

CA AB 83

06/02/2011

In ASSEMBLY. Read third time.
*****To SENATE. (77-0)

AUTHOR:

Jeffries [R]
Environment: CEQA Exemption: Recycled Water Pipeline
yes
no
01/05/2011
Pending
Assembly Natural Resources Committee

TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
DISPOSITION:
LOCATION:
SUMMARY:

Passed ASSEMBLY.

Amends existing law regarding California Environmental Quality Act
environmental impact reports. Exempts a project for the installation of a new
pipeline for the distribution of recycled water within an improved public street,
highway, or right-of-way.
STATUS:

04/11/2011
04/11/2011
CA AB 134

AUTHOR:
TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
LAST AMEND:
DISPOSITION:
LOCATION:

In ASSEMBLY Committee on NATURAL RESOURCES:
passage.
In ASSEMBLY Committee on NATURAL RESOURCES:
Reconsideration granted.

Failed

Dickinson [D]
Sacramento Regional County Sanitation District
yes
no
01/12/2011
04/15/2011
Pending
Senate Natural Resources and Water Committee

SUMMARY:

Authorizes the Sacramento Regional County Sanitation District to file an
application for a permit to appropriate a specified amount of water that is based
on the volume of treated wastewater that the district discharges into the
Sacramento River and recovers for reuse. Authorizes the State Water Resources
Control Board to grant a permit to appropriate that treated wastewater upon
terms and conditions determined by the board. Requires the board to comply
with specified related requirements.
STATUS:

06/02/2011
NOTES:
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To SENATE Committee on NATURAL RESOURCES AND
WATER.
Position: Neutral - bill was amended to address Water
Authority's concerns (original Oppose position, 2-24-11)

CA AB 157

AUTHOR:
TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
DISPOSITION:
LOCATION:
SUMMARY:

Jeffries [R]
Safe, Clean and Reliable Drinking Water Supply Act
yes
no
01/19/2011
Pending
Assembly Water, Parks and Wildlife Committee

Reduces the total amount of bonds authorized to be issued pursuant to the
Safe, Clean and Reliable Drinking Water Supply Act of 2012. Makes conforming
reductions to amounts specified to be allocated from these bond funds for
certain purposes.
STATUS:

CA AB 229

02/24/2011

To ASSEMBLY Committees on WATER, PARKS AND
WILDLIFE and ENVIRONMENTAL SAFETY AND TOXIC
MATERIALS.

AUTHOR:

Lara [D]
Controller: Audits
yes
no
02/02/2011
04/14/2011
Pending
SENATE

TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
LAST AMEND:
DISPOSITION:
LOCATION:
SUMMARY:

Amends existing law relating to the submission of audit reports by any local
agency to the Controller. Requires reports to be submitted to the Controller
within 9 months of the end of the period audited or in accordance with
applicable federal law. Authorizes the Controller to appoint a qualified certified
public accountant to complete an audit report if it is not submitted within the
required time frame and to propose and adopt the content of an audit guide.
Relates to audit compliance standards.
STATUS:

05/31/2011
NOTES:

CA AB 246

AUTHOR:
TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
LAST AMEND:
DISPOSITION:
LOCATION:

In ASSEMBLY. Read third time. Passed ASSEMBLY.
*****To SENATE. (79-0)
Position: Support, if amended (5-26-11)
Wieckowski [D]
Water Quality: Enforcement
yes
no
02/03/2011
03/29/2011
Pending
Senate Environmental Quality Committee

SUMMARY:

Authorizes a regional water quality control board to delegate to its executive
officer the authority to apply for judicial enforcement to the Attorney General, a
district attorney, a city attorney of a city with a population that exceeds
750,000, or a city attorney for a city and county. Authorizes a district attorney,
a city attorney of a city with a specified population to bring civil actions under
the Porter-Cologne Water Quality Act and only upon approval of the Attorney
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General.
STATUS:

CA AB 275

06/02/2011

To SENATE Committees on ENVIRONMENTAL QUALITY and
JUDICIARY.

AUTHOR:

Solorio [D]
Rainwater Capture Act of 2011
no
no
02/07/2011
06/07/2011
Pending
Senate Natural Resources and Water Committee
06/14/2011 9:30 am

TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
LAST AMEND:
DISPOSITION:
COMMITTEE:
HEARING:
SUMMARY:

Enacts the Rainwater Capture Act of 2011. Authorizes residential, commercial,
and governmental landowners to install, maintain, and operate rain barrel
systems and rainwater capture systems for specified purposes, provided that
the systems comply with specified requirements. Authorizes a landscape
contractor to enter into a prime contract for the construction of a rainwater
capture system if the system is used for landscape irrigation. Authorizes certain
contractors to design and install all exterior parts.
STATUS:

06/07/2011
06/07/2011
NOTES:

CA AB 307

AUTHOR:
TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
LAST AMEND:
DISPOSITION:
COMMITTEE:
HEARING:

From SENATE Committee on NATURAL RESOURCES AND
WATER with author's amendments.
In SENATE. Read second time and amended. Re-referred
to Committee on NATURAL RESOURCES AND WATER.
Position: Support (3-24-11)
Nestande [R]
Joint Powers Agreements: Public Agency: Indian Tribe
no
no
02/09/2011
05/31/2011
Pending
Senate Governance and Finance Committee
06/08/2011 10:00 am

SUMMARY:

Includes a federally recognized Indian tribe as an agency that may enter into a
joint powers agreement. Prohibits any joint powers authority that includes a
federally recognized Indian tribe from authorizing or issuing bonds pursuant to
the Marks-Roos Local Bond Pooling Act unless the public improvements to be
funded by the bonds will be owned and maintained by the authority or one or
more of its public agency members, and the revenue streams pledged to repay
the bonds are derived from certain entities.
STATUS:

05/31/2011
05/31/2011
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From SENATE Committee on GOVERNANCE AND FINANCE
with author's amendments.
In SENATE. Read second time and amended. Re-referred
to Committee on GOVERNANCE AND FINANCE.

CA AB 342

AUTHOR:
TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
DISPOSITION:
COMMITTEE:
HEARING:
SUMMARY:

Atkins [D]
Office of Planning and Research
yes
no
02/10/2011
Pending
Senate Governmental Organization Committee
06/14/2011 9:30 am

Requires the Office of Planning and Research to serve as the state's liaison to
the United States Department of Defense in order to facilitate coordination
regarding issues that are of significant interest to the state and department.
STATUS:

05/26/2011

To SENATE Committee on GOVERNMENTAL ORGANIZATION.
Position: Support and seek amendments (4-28-11)

AUTHOR:

Hill [D]
Public Works Projects: Local Hiring Policies
no
no
02/10/2011
04/25/2011
Pending
A-14
Assembly Inactive File

NOTES:

CA AB 356

TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
LAST AMEND:
DISPOSITION:
FILE:
LOCATION:
SUMMARY:

Prohibits any local agency from mandating that any portion or percentage of
work on a public works project be performed by local residents or persons
residing within particular areas if any portion of that project will take place
outside the geographical boundaries of the agency. Requires a local agency to
fund any public works project cost increase where the project is funded with
state funds and the agency implements a local resident hiring policy.
STATUS:

CA AB 359

06/03/2011

In ASSEMBLY.

AUTHOR:

Huffman [D]
Groundwater Management Plans
yes
no
02/14/2011
05/27/2011
Pending
SENATE

TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
LAST AMEND:
DISPOSITION:
LOCATION:

To Inactive File.

SUMMARY:

Requires a local groundwater management agency to provide a copy of a
resolution of intention to adopt a groundwater management plan to the
Department of Water Resources. Requires the local agency to provide a copy of
the proposed groundwater management plan to an interested person or entity.
Requires the department to post specified related information on its Web site.
Specifies that groundwater projects shall include projects that are part of an
integrated regional water management program.
STATUS:

06/01/2011
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In ASSEMBLY. Read third time.
****To SENATE. (74-1)

Passed ASSEMBLY.

CA AB 380

AUTHOR:
TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
LAST AMEND:
DISPOSITION:
LOCATION:
SUMMARY:

Chesbro [D]
Resources: Watersheds
yes
no
02/14/2011
04/11/2011
Pending
SENATE

Require the Department of Forestry and Fire Protection and the Board of
Forestry and Fire Protection, when implementing a pilot project to protect and
restore the riparian zone in watersheds with listed anadromous salmonids, to
provide the industry, agencies, and the public with the opportunity to
participate in the development of the pilot project in a transparent manner and
to ensure that the pilot project has certain goals. Requires development of an
electronic public access to all documents.
STATUS:

CA AB 403

05/31/2011

In ASSEMBLY. Read third time.
*****To SENATE. (79-0)

AUTHOR:

Campos [D]
Public Drinking Water Standards: Hexavalent Chromium
yes
no
02/14/2011
05/19/2011
Pending
Senate Environmental Quality Committee

TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
LAST AMEND:
DISPOSITION:
LOCATION:
SUMMARY:

Passed ASSEMBLY.

Requires the Department of Public Health to post its progress on the
establishment of primary drinking water standard hexavalent chromium on the
department's Internet Web site. Includes the adoption of a primary drinking
water standard for hexavalent chromium among the proposed regulations
relating to maximum contaminant levels for primary or secondary water
standards that are subject to a review by the Department of Finance of not
more than 90 days.
STATUS:

CA AB 457

06/02/2011

To SENATE Committee on ENVIRONMENTAL QUALITY.

AUTHOR:

Wagner [R]
Public Works Contracts: Relief for Bidders
yes
no
02/15/2011
04/25/2011
Pending
Assembly Business, Professions and Consumer Protection
Committee

TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
LAST AMEND:
DISPOSITION:
LOCATION:
SUMMARY:

Entitles a bidder who successfully challenges the award of a public works
contract determined to be invalid due to errors or omissions of the public entity
to recover costs and attorney's fees incurred in pursuing the challenge. Allows
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attorney's fees and costs to be awarded to the public entity under specified
circumstances.
STATUS:

05/03/2011
NOTES:

CA AB 467

AUTHOR:
TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
LAST AMEND:
DISPOSITION:
LOCATION:
SUMMARY:

In ASSEMBLY Committee on BUSINESS, PROFESSIONS &
CONSUMER PROTECTION: Not heard.
Position: Oppose (4-28-11)
Eng [D]
Safe Drinking Water, Water Quality and Supply
yes
no
02/15/2011
03/31/2011
Pending
Assembly Appropriations Committee

Amends existing law that requires the State Department of Public Healthy, in
collaboration with the Department of Toxic Substances Control and the State
Water Resources Control Board, to develop and adopt regulations governing the
repayment of costs that are subsequently recovered from parties responsible for
the contamination of groundwater. Requires the State of Department of Public
Health to develop guidelines governing this repayment.
STATUS:

CA AB 531

05/27/2011

In ASSEMBLY Committee on APPROPRIATIONS:

AUTHOR:

Olsen [R]
Groundwater
no
no
02/15/2011
Pending
ASSEMBLY

TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
DISPOSITION:
LOCATION:
SUMMARY:

Not heard.

Makes technical, nonsubstantive changes to existing law relating to
groundwater management which encourages local agencies to work
cooperatively to manage groundwater resources.
STATUS:

CA AB 550

02/15/2011

INTRODUCED.

AUTHOR:

Huber [D]
Sacramento-San Joaquin Delta: Peripheral Canal
no
no
02/16/2011
Pending
Assembly Water, Parks and Wildlife Committee

TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
DISPOSITION:
LOCATION:
SUMMARY:

Prohibits the construction of a peripheral canal that conveys water from a
diversion point in the Sacramento River to a location south of the
Sacramento-San Joaquin Delta, unless expressly authorized by the Legislature.
Requires the Legislative Analyst's Office to complete an economic feasibility
analysis prior to the enactment of a statute authorizing the construction of a
peripheral canal. Prohibits the construction and operation of a peripheral canal
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from diminishing water quality.
STATUS:

03/25/2011
NOTES:

CA AB 576

AUTHOR:
TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
LAST AMEND:
DISPOSITION:
LOCATION:
SUMMARY:

To ASSEMBLY Committees on WATER, PARKS AND
WILDLIFE and APPROPRIATIONS.
Position: Oppose (3-24-11)
Dickinson [D]
Delta Plan: Financing
yes
no
02/16/2011
03/31/2011
Pending
Assembly Water, Parks and Wildlife Committee

Requires the Delta Stewardship Council to develop a long-term finance plan to
pay for the costs of implementing the Delta Plan by a specified date. Prohibits
the council from adopting new fees for these purposes unless authorized by
statute. Authorizes the council, before adopting and collecting long-term
revenue sources, to seek to obtain early funding contributions from entities that
may benefit from implementation of the Plan and to track those contributions.
STATUS:

03/31/2011
03/31/2011
NOTES:

CA AB 627

AUTHOR:
TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
LAST AMEND:
DISPOSITION:
LOCATION:
SUMMARY:

From ASSEMBLY Committee on WATER, PARKS AND
WILDLIFE with author's amendments.
In ASSEMBLY. Read second time and amended.
Re-referred to Committee on WATER, PARKS AND
WILDLIFE.
Position: Oppose, unless amended (3-24-11)
Berryhill B [R]
State Water Resources Development System: Delta
yes
no
02/16/2011
03/31/2011
Pending
Assembly Appropriations Committee

Requires the Department of Water Resources undertake an expedited evaluation
and feasibility study with regard to the implementation of a specified Delta
Corridors Plan as part of the State Water Resources Development System.
Requires an assessment of the incorporation of the Two-Gates Fish Protection
Demonstration Project managed by the United States Bureau of Reclamation
into the Plan.
STATUS:

CA AB 640

05/27/2011

In ASSEMBLY Committee on APPROPRIATIONS:
committee.

AUTHOR:

Logue [R]
Water Discharges: Mandatory Minimum Civil Penalties
yes
no
02/16/2011

TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
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Held in

LAST AMEND:
DISPOSITION:
LOCATION:
SUMMARY:

04/12/2011
Pending
Assembly Environmental Safety and Toxic Materials
Committee

Authorizes the state Water Resources Board or a regional board, in lieu of
assessing all or a portion of the mandatory minimum penalties against a
publicly owned treatment works (POTW) that serves a small community, to elect
to require that POTW to spend an equivalent amount toward the completion of a
compliance project. Expands the definition of a POTW. Authorizes the state
board to waive specified nonpayment penalties for a POTW that is subject to the
compliance project provisions.
STATUS:

04/12/2011
04/12/2011

CA AB 662

AUTHOR:
TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
LAST AMEND:
DISPOSITION:
LOCATION:
SUMMARY:

From ASSEMBLY Committee on ENVIRONMENTAL SAFETY
AND TOXIC MATERIALS with author's amendments.
In ASSEMBLY. Read second time and amended.
Re-referred to Committee on ENVIRONMENTAL SAFETY AND
TOXIC MATERIALS.
Hueso [D]
San Diego Regional Airport Authority
no
no
02/17/2011
03/31/2011
Pending
Assembly Local Government Committee

Amends the State Aeronautics Act, which requires the establishment of county
airport land use commissions but exempts the County of San Diego from such
requirement. Exempts from the military airport inclusion requirements the
preparation, adoption, or amendment by the authority of an airport land use
compatibility plan for the City of Coronado. Makes declarations as to the
necessity of a special statute for the City.
STATUS:

03/31/2011
03/31/2011
03/31/2011
CA AB 685

AUTHOR:
TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
LAST AMEND:
DISPOSITION:
LOCATION:

To ASSEMBLY Committee on LOCAL GOVERNMENT.
From ASSEMBLY Committee on LOCAL GOVERNMENT with
author's amendments.
In ASSEMBLY. Read second time and amended.
Re-referred to Committee on LOCAL GOVERNMENT.
Eng [D]
State Water Policy
yes
no
02/17/2011
05/27/2011
Pending
SENATE

SUMMARY:

Declares that it is the established policy of the state that every human being
has the right to clean, affordable, and accessible water for human consumption,
cooking, and sanitary purposes, that is adequate for the health and well-being
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of the individual and family. Requires all relevant state agencies to consider this
state policy when revising, adopting, or establishing policies, regulations, and
grant criteria.
STATUS:

CA AB 741

06/01/2011

In ASSEMBLY. Read third time.
*****To SENATE. (52-24)

AUTHOR:

Huffman [D]
Onsite Wastewater Disposal Conversion
no
no
02/17/2011
04/11/2011
Pending
Senate Governance and Finance Committee
06/08/2011 10:00 am

TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
LAST AMEND:
DISPOSITION:
COMMITTEE:
HEARING:
SUMMARY:

Passed ASSEMBLY.

Amends an existing law authorizing an owner of property included within an
assessment district for construction of a main trunkline or collector sewer lines
to request the governing board to construct plumbing to connect his or her
property to the adjoining public sewer system. Authorize defined entities, to use
this provision for the purpose of converting properties from onsite septic
systems and connecting them to the sewer system and for replacing or
repairing existing sewer laterals.
STATUS:

CA AB 745

05/19/2011

To SENATE Committee on GOVERNANCE AND FINANCE.

AUTHOR:

Valadao [R]
California Water Plan
no
no
02/17/2011
Pending
ASSEMBLY

TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
DISPOSITION:
LOCATION:
SUMMARY:

Makes technical, substantive changes to existing law requiring the Department
of Water Resources to update every 5 years the plan for the orderly and
coordinated control, protection, conservation, development and use of water
resources of the state, which is known as the California Water Plan.
STATUS:

CA AB 763

02/17/2011

INTRODUCED.

AUTHOR:

Berryhill B [R]
Water Rights: Administrative Procedures
yes
no
02/17/2011
04/12/2011
Pending
Assembly Water, Parks and Wildlife Committee

TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
LAST AMEND:
DISPOSITION:
LOCATION:
SUMMARY:

Authorizes the Water Resources Control Board to employ administrative law
judges to conduct hearings and issue decisions and orders relating to water
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rights. Authorizes a person who files an application relating to the appropriation
of water to appeal specified determinations for review by a member of the
board or an administrative law judge before the board takes final action on the
application or petition.
STATUS:

04/12/2011
04/12/2011

CA AB 779

AUTHOR:
TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
LAST AMEND:
DISPOSITION:
LOCATION:
SUMMARY:

From ASSEMBLY Committee on WATER, PARKS AND
WILDLIFE with author's amendments.
In ASSEMBLY. Read second time and amended.
Re-referred to Committee on WATER, PARKS AND
WILDLIFE.
Fletcher [R]
Municipal Water Districts: Oversight
no
no
02/17/2011
03/30/2011
Pending
Assembly Local Government Committee

Authorizes a municipal water district to establish an independent oversight
committee to assist in tracking and reviewing revenues of the district to
advance capital improvements, operations and maintenance of district facilities,
and allocation methodologies. Authorizes an independent oversight committee
to perform specified functions for those purposes.
STATUS:

CA AB 834

03/31/2011

Re-referred to ASSEMBLY Committee on LOCAL
GOVERNMENT.

AUTHOR:

Hernandez R [D]
Local Government Contracts
no
no
02/17/2011
04/14/2011
Pending
A-13
Assembly Inactive File

TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
LAST AMEND:
DISPOSITION:
FILE:
LOCATION:
SUMMARY:

Requires the legislative body of a city, county, or district to review any contract
with a private party with a specified total value, that contains an automatic
renewal clause on or before the annual date by which the contract may be
rescinded.
STATUS:

CA AB 838

06/03/2011
06/03/2011

In ASSEMBLY.
In ASSEMBLY.

AUTHOR:

Hill [D]
Environmental Protection: Permits: Regulations
yes
no
02/17/2011
04/25/2011

TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
LAST AMEND:
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Reconsideration granted.
To Inactive File.

DISPOSITION:
LOCATION:

Pending
Assembly Rules Committee

SUMMARY:

Requires the Secretary for Environmental Protection to identify, prior to the
adoption of policies, rules, or regulations by an environmental agency, whether
the policies, rules, or regulations overlap, duplicate, or conflict with existing
policies, rules, or regulations. Requires the establishment of an expedited
conflict resolution process regarding conflicts in the permit process, if the
petitioner or applicant demonstrates that a failure to resolve the conflict will
result in significant pollution.
STATUS:

CA AB 849

04/28/2011

Re-referred to ASSEMBLY Committee on RULES.

AUTHOR:

Gatto [D]
Water: Use Efficiency: Graywater Building Standards
no
no
02/17/2011
05/26/2011
Pending
SENATE

TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
LAST AMEND:
DISPOSITION:
LOCATION:
SUMMARY:

Repeals the authority of a city, county, or other local agency to adopt building
standards that prohibit entirely the use of graywater. Authorizes the adoption of
standards that differ from the standards adopted by the Department of Housing
and Community Development. Requires that an ordinance enacted pursuant to
this authority include the local climatic, geological, or topographical conditions
requiring different building standards.
STATUS:

CA AB 903

05/31/2011

In ASSEMBLY. Read third time.
*****To SENATE. (79-0)

AUTHOR:

Berryhill B [R]
Sacramento-San Joaquin Delta: Dredging
yes
no
02/17/2011
04/12/2011
Pending
Assembly Water, Parks and Wildlife Committee

TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
LAST AMEND:
DISPOSITION:
LOCATION:
SUMMARY:

Passed ASSEMBLY.

Makes legislative findings relative to the importance of dredging the
Sacramento-San Joaquin Delta. Requires the State Water Resources Control
Board to provide priority review of dredging permits in the Delta.
STATUS:

04/12/2011
04/12/2011

CA AB 938
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AUTHOR:
TITLE:

From ASSEMBLY Committee on WATER, PARKS AND
WILDLIFE with author's amendments.
In ASSEMBLY. Read second time and amended.
Re-referred to Committee on WATER, PARKS AND
WILDLIFE.
Perez V [D]
Public Water Systems

FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
LAST AMEND:
DISPOSITION:
LOCATION:

yes
no
02/18/2011
05/04/2011
Pending
SENATE

SUMMARY:

Amends existing law that establishes the Safe Drinking Water State Revolving
Fund and requires total funding of a single project, to be determined by an
assessment of affordability. Adds environmental documentation to the costs of a
single project that is required to determine by an assessment of affordability.
Requires that written public notice given by a public water system be in various
languages. Establishes a presumption of compliance by the utilization of
specified data.
STATUS:

CA AB 955

05/31/2011

In ASSEMBLY. Read third time.
*****To SENATE. (53-26)

AUTHOR:

Huber [D]
Onsite Sewage Treatment Systems
yes
no
02/18/2011
04/12/2011
Pending
SENATE

TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
LAST AMEND:
DISPOSITION:
LOCATION:
SUMMARY:

Passed ASSEMBLY.

Requires the regulations or standards of the State Water Resources Control
Board for the permitting and operation of specified onsite sewage treatment
systems to consist of a risk-based, tiered approach. Specifies that the
exemption criteria to be contained in the regulations may also be established by
the state board in addition to the regional boards. Deletes from the local agency
implementation provision the condition that the local agency request
authorization.
STATUS:

CA AB 963

05/27/2011

In ASSEMBLY. Read third time.
*****To SENATE. (74-0)

AUTHOR:

Valadao [R]
Safe Drinking Water: Contaminated Groundwater
yes
no
02/18/2011
04/12/2011
Pending
Assembly Appropriations Committee

TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
LAST AMEND:
DISPOSITION:
LOCATION:

Passed ASSEMBLY.

SUMMARY:

Requires the State Department of Public Health to develop guidelines to fund
projects for disadvantaged or severely disadvantaged communities and to
govern the selection of projects that considered demonstrated prevention of
illness and adverse public health effects. Requires the department to guidelines
for improving replacement drinking water system in areas with contaminated
groundwater that may not be economically remediated for drinking water
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purposes and water acquisition by small communities.
STATUS:

CA AB 977

05/27/2011

In ASSEMBLY Committee on APPROPRIATIONS:

AUTHOR:

Harkey [R]
Harbors and Ports: Loans: OC Dana Point Harbor
yes
no
02/18/2011
03/31/2011
Pending
Assembly Water, Parks and Wildlife Committee

TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
LAST AMEND:
DISPOSITION:
LOCATION:
SUMMARY:

Not heard.

Relates to the acquisition, construction, and operation of small craft harbors.
Requires the Department of Boating and Waterways to extend all phases of
certain loan contracts for such purposes between the department and the
County of Orange, OC Dana Point Harbor.
STATUS:

03/31/2011
03/31/2011
03/31/2011

CA AB 983

AUTHOR:
TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
LAST AMEND:
DISPOSITION:
LOCATION:
SUMMARY:

To ASSEMBLY Committee on WATER, PARKS AND WILDLIFE.
From ASSEMBLY Committee on WATER, PARKS AND
WILDLIFE with author's amendments.
In ASSEMBLY. Read second time and amended.
Re-referred to Committee on WATER, PARKS AND
WILDLIFE.
Perea [D]
Safe Drinking Water State Revolving Fund
yes
no
02/18/2011
05/05/2011
Pending
SENATE

Amends existing law that establishes the Safe Drinking Water State Revolving
Fund. Authorizes the State Department of Public Health to take specified actions
to improve access to financial assistance for projects serving small community
water systems. Requires the department to give priority in funding to certain
projects. Authorizes the Department to fund up to 100% of the project costs for
such systems serving severely disadvantaged communities. Authorizes an
extension of loan terms for such communities.
STATUS:

CA AB 1002

06/01/2011

In ASSEMBLY. Read third time.
*****To SENATE. (78-0)

AUTHOR:

Butler [D]
California Water Plan: Stormwater Recovery
yes
no
02/18/2011
Pending
Assembly Water, Parks and Wildlife Committee

TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
DISPOSITION:
LOCATION:
SUMMARY:
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Passed ASSEMBLY.

Relates to the California Water Plan. Requires the Department of Water
Resources to include in the plan a discussion of strategies relating to
stormwater recovery.
STATUS:

CA AB 1045

03/14/2011

To ASSEMBLY Committee on WATER, PARKS AND WILDLIFE.

AUTHOR:

Norby [R]
Local Government: Bonds
no
no
02/18/2011
Pending
Senate Governance and Finance Committee
06/22/2011 9:30 am

TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
DISPOSITION:
COMMITTEE:
HEARING:
SUMMARY:

Prohibits a local agency from entering into a financial advisory, legal advisory,
underwriting, or similar relationship with an individual or firm that provided or
will provide bond campaign services, as defined, to the bond campaign.
STATUS:

CA AB 1048

06/02/2011

To SENATE Committee on GOVERNANCE AND FINANCE.

AUTHOR:

Harkey [R]
Water Quality: Recycled Water and Wastewater: Fluoride
yes
no
02/18/2011
Pending
Assembly Environmental Safety and Toxic Materials
Committee

TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
DISPOSITION:
LOCATION:
SUMMARY:

Requires the State Water Resources Control Board to adopt a statewide policy
establishing standards for levels of fluoride in recycled water and wastewater.
STATUS:

03/16/2011
03/16/2011
NOTES:

CA AB 1058

AUTHOR:
TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
LAST AMEND:
DISPOSITION:
LOCATION:
SUMMARY:

Withdrawn from ASSEMBLY Committee on WATER, PARKS
AND WILDLIFE.
Re-referred to ASSEMBLY Committee on ENVIRONMENTAL
SAFETY AND TOXIC MATERIALS.
Position: Sponsor (1-27-11)
Smyth [R]
Water Quality: Salinity: Agricultural Use
yes
no
02/18/2011
03/31/2011
Pending
Assembly Environmental Safety and Toxic Materials
Committee

Requires the State Water Resources Control Board to adopt a statewide policy
establishing a statewide water quality objective and plan for implementation for
chloride and other measures of salinity that may affect the suitability of water
used for agricultural purposes, in accordance with prescribed requirements.
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STATUS:

CA AB 1109

04/26/2011

In ASSEMBLY Committee on ENVIRONMENTAL SAFETY AND
TOXIC MATERIALS: Not heard.

AUTHOR:

Chesbro [D]
Drinking Water: Point-of-Use Devices
yes
no
02/18/2011
03/31/2011
Pending
Assembly Environmental Safety and Toxic Materials
Committee

TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
LAST AMEND:
DISPOSITION:
LOCATION:
SUMMARY:

Amends existing law that authorizes the State Department of Public Health to
develop limited emergency regulations governing the permitted use of
point-of-entry and point-of-use treatment by public water systems in lieu of
centralized treatment and limits these regulations to public waters systems with
a specified amount of service connections. Limits the regulations to public
waters systems with an increased amount of service connections. Permits the
regulations to stay in effect until a specified date.
STATUS:

03/31/2011
03/31/2011
03/31/2011

CA AB 1152

AUTHOR:
TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
LAST AMEND:
DISPOSITION:
COMMITTEE:
HEARING:
SUMMARY:

To ASSEMBLY Committee on ENVIRONMENTAL SAFETY AND
TOXIC MATERIALS.
From ASSEMBLY Committee on ENVIRONMENTAL SAFETY
AND TOXIC MATERIALS with author's amendments.
In ASSEMBLY. Read second time and amended.
Re-referred to Committee on ENVIRONMENTAL SAFETY AND
TOXIC MATERIALS.
Chesbro [D]
Groundwater
yes
no
02/18/2011
04/28/2011
Pending
Senate Natural Resources and Water Committee
06/14/2011 9:30 am

Amends existing law that authorizes specified entities to assume responsibility
for monitoring and reporting groundwater elevations in all or a part of a
groundwater basin or subbasin. Authorizes a monitoring entity to report
groundwater elevations using alternate monitoring techniques for groundwater
basins and subbasins meeting prescribed conditions. Requires that entity to
submit information on alternate techniques use. Deletes provisions regarding
groundwater monitoring functions.
STATUS:

CA AB 1180
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06/02/2011

To SENATE Committee on NATURAL RESOURCES AND
WATER.

AUTHOR:

Bradford [D]
Water: Coastal Powerplants

TITLE:

FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
LAST AMEND:
DISPOSITION:
LOCATION:

yes
no
02/18/2011
04/28/2011
Pending
Senate Environmental Quality Committee

SUMMARY:

Requires the State Water Resources Control Board to consider an
implementation submitted by a municipally owned power plant in compliance
with the Statewide Water Quality Control Policy on the Use of Coastal and
Estuarine Waters for Power Plant Cooling, and recommendations by the
Statewide Advisory Committee on Cooling Water Intake Structures, if any, and
direct staff to make recommendations to the policy, if appropriate.
STATUS:

CA AB 1187

06/02/2011

To SENATE Committee on ENVIRONMENTAL QUALITY.

AUTHOR:

Fong [D]
Water Plan: Safe Drinking Water
yes
no
02/18/2011
Pending
Assembly Appropriations Committee

TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
DISPOSITION:
LOCATION:
SUMMARY:

Requires the Department of Water Resources to include a specified safe drinking
water plan prepared by the State Department of Public Health in updates of the
State Water Plan. Requires the department to contract with the Department of
Public Health for that purpose.
STATUS:

CA AB 1194

05/27/2011

In ASSEMBLY Committee on APPROPRIATIONS:
committee.

AUTHOR:

Block [D]
Drinking Water
yes
no
02/18/2011
Pending
Senate Health Committee

TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
DISPOSITION:
LOCATION:
SUMMARY:

Held in

Amends the Calderon-Sher Safe Drinking Water Act of 1996. Includes cooking,
preparing food and washing food in the definition of human consumption.
Exempts certain public water systems that sell water through a submetered
distribution system if the water supply is obtained from a public water system
and the user is not charged a rate that is higher than the rate of the public
water system, and water quality requirements noncommunity water systems
from the act. Relates to violation citations and penalties.
STATUS:

CA AB 1200
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06/02/2011

To SENATE Committees on HEALTH and ENVIRONMENTAL
QUALITY.

AUTHOR:

Ma [D]
Water Quality: Discharges: Sewer Systems

TITLE:

FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
LAST AMEND:
DISPOSITION:
LOCATION:

yes
no
02/18/2011
05/04/2011
Pending
SENATE

SUMMARY:

Amends the Porter-Cologne Water Quality Control Act that requires a person
who causes or permits any hazardous substance or sewage to be discharged in
or on any waters of the state, to immediately notify the State Emergency
Management Agency. Requires a public or private entity having authority over
the operation and maintenance to a sewer collection system to report same.
Requires a public sewer and stormwater system to notify the public of a
discharge on or near a recreational beach.
STATUS:

CA AB 1283

06/02/2011

In ASSEMBLY. Read third time.
*****To SENATE. (76-0)

AUTHOR:

Berryhill B [R]
Safe, Clean, and Reliable Drinking Water Supply Act
no
no
02/18/2011
Pending
ASSEMBLY

TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
DISPOSITION:
LOCATION:
SUMMARY:

Passed ASSEMBLY.

Declares the intent of the Legislature to enact legislation relating to the Safe,
Clean, and Reliable Drinking Water Supply Act of 2012.
STATUS:

CA AB 1287

02/18/2011

INTRODUCED.

AUTHOR:

Buchanan [D]
Local Government: Audits
no
no
02/18/2011
Pending
Assembly Local Government Committee

TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
DISPOSITION:
LOCATION:
SUMMARY:

Requires local agencies, defined to include cities, counties, a city and county,
special districts, authorities, or public agencies, to comply with General
Accounting Office standards for financial and compliance audits and prohibits an
independent auditor from engaging in financial compliance audits unless the
auditor completes a quality control review.
STATUS:

CA AB 1354

03/21/2011

To ASSEMBLY Committee on LOCAL GOVERNMENT.

AUTHOR:

Huber [D]
Public Works: Progress Payments: Notice: Retention
yes
no
02/18/2011
04/26/2011

TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
LAST AMEND:
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DISPOSITION:
LOCATION:
SUMMARY:

Pending
Assembly Business, Professions and Consumer Protection
Committee

Requires that a contractor pay a subcontractor on a public works project within
7 days after receipt of each progress payment. Relates to the time period for
written notice regarding a claim against the bond of a contractor under a public
works contract. Relates to retention proceeds withheld under a public works
contract. Relates to progress payments made under a public works contract.
STATUS:

05/03/2011
NOTES:

CA SB 34

AUTHOR:
TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
LAST AMEND:
DISPOSITION:
LOCATION:
SUMMARY:

In ASSEMBLY Committee on BUSINESS, PROFESSIONS &
CONSUMER PROTECTION: Not heard.
Position: Oppose (4-28-11)
Simitian [D]
Water Resources Investment Act of 2011
yes
no
12/06/2010
04/13/2011
Pending
Senate Appropriations Committee

Requires revenues and charges collected under the Water Resources
Investment Program to be deposited in the state Water Resources Investment
Program Fund and and a number of regional investment accounts within the
fund. Requires money in the regional accounts be for water-related projects and
programs. Requires state account moneys be appropriated for specified
statewide water-related programs and the Delta plan, mercury contamination in
the Sacrament-San Joaquin Delta, and for related bond debt service.
STATUS:

05/04/2011
NOTES:

CA SB 52

AUTHOR:
TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
DISPOSITION:
LOCATION:

From SENATE Committee on GOVERNANCE AND FINANCE:
Do pass to Committee on APPROPRIATIONS. (5-4)
Position: Oppose (4-28-11)
Steinberg [D]
Water Quality: Sacramento Regional Sanitation District
yes
no
12/15/2010
Pending
Senate Environmental Quality Committee

SUMMARY:

Appropriates funds to the Department of Water Resources from the Safe
Drinking Water, Water Quality and Supply, Flood Control, River and Coastal
Protection Bond Act of 2006 to provide financial assistance to the Sacramento
Regional County Sanitation District to offset rate increases associated with the
costs of capital improvements to the district's regional sewage treatment plant.
STATUS:

05/02/2011
05/02/2011
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In SENATE Committee on ENVIRONMENTAL QUALITY:
Failed passage.
In SENATE Committee on ENVIRONMENTAL QUALITY:
Reconsideration granted.

CA SB 194

AUTHOR:
TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
LAST AMEND:
DISPOSITION:
COMMITTEE:
HEARING:

Governance and Finance Cmt
Local Government: Omnibus Bill
yes
no
02/08/2011
05/31/2011
Pending
Assembly Local Government Committee
06/29/2011 1:30 pm

SUMMARY:

Authorizes a county to accept payments by credit card, debit card, or EFT.
Relates to public records. Amends the County Budget Act. Relates to the
maximum amount that a local legislative body may transfer from a special fund
to the general fund, invest in a foreign bank, community service district boards,
general plan public meetings, Subdivision Map Act and conveyances of land,
sanitation employees, local taxation, facilities improvements, local construction
contracts. and business improvement districts.
STATUS:

05/31/2011
05/31/2011
CA SB 200

AUTHOR:
TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
LAST AMEND:
DISPOSITION:
LOCATION:
SUMMARY:

From ASSEMBLY Committee on LOCAL GOVERNMENT with
author's amendments.
In ASSEMBLY. Read second time and amended.
Re-referred to Committee on LOCAL GOVERNMENT.
Wolk [D]
Sacramento-San Joaquin Delta: Bay Delta Conservation
yes
no
02/08/2011
03/24/2011
Pending
Senate Natural Resources and Water Committee

Amends the Delta Reform Act of 2009 that requires the Delta Stewardship
Council to consider the Bay Delta Conservation Plan (BDCP) for inclusion in a
specified Delta Plan and the authorizes the incorporation of the plan into the
Delta Plan if the BDCP meets certain requirements. Requires any state agency
that is responsible for authorizing or implementing any action of the BDCP to
ensure the action is consistent with specified requirements prescribed by these
provisions.
STATUS:

03/24/2011
03/24/2011
NOTES:

CA SB 214

AUTHOR:
TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
LAST AMEND:
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From SENATE Committee on NATURAL RESOURCES AND
WATER with author's amendments.
In SENATE. Read second time and amended. Re-referred
to Committee on NATURAL RESOURCES AND WATER.
Position: Support, if amended (4-28-11)
Wolk [D]
Infrastructure Financing Districts: Voter Approval
no
no
02/08/2011
04/25/2011

DISPOSITION:
COMMITTEE:
HEARING:
SUMMARY:

Pending
Assembly Local Government Committee
06/29/2011 1:30 pm

Eliminates the requirement of voter approval to issue bonds to finance
infrastructure facilities. Authorizes the legislative body to create an
infrastructure financing district, adopt a financing plan, and issue the bonds by
resolutions. Specifies that the date on which the district would cease to exist.
Authorizes a district to finance specified actions and projects. Prohibits the
district from providing financial assistance to a vehicle dealer or big box retailer.
STATUS:

CA SB 215

05/23/2011

To ASSEMBLY Committee on LOCAL GOVERNMENT.

AUTHOR:

Huff [R]
Invasive Aquatic Species: Mussels
yes
no
02/09/2011
04/26/2011
Pending
ASSEMBLY

TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
LAST AMEND:
DISPOSITION:
LOCATION:
SUMMARY:

Extends the repeal, to a specified date, of existing law that generally prohibits a
person from possessing, importing, shipping, or transporting, or from placing,
planting, or causing to be placed or planted in any water within the state,
dreissenid mussels, and authorizes the Director of Fish and Game or his or her
designee to engage in enforcement activities. Provides that a person who
violates, resists, delays, obstructs, or interferes with the implementation of
these provisions is subject to a penalty.
STATUS:

06/02/2011
NOTES:

CA SB 235

AUTHOR:
TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
LAST AMEND:
DISPOSITION:
COMMITTEE:
HEARING:
SUMMARY:

In SENATE. Read third time.
ASSEMBLY. (39-0)
Position: Support (5-26-11)

Passed SENATE.

*****To

Negrete McLeod [D]
Water Conservation Districts: Number of Director
no
no
02/09/2011
03/14/2011
Pending
Assembly Local Government Committee
06/15/2011 1:30 pm

authorize a water conservation district, except districts within the County of
Ventura, whose board of directors consists of 7 directors, to reduce the number
of directors to 5, consistent with specified requirements.
STATUS:

CA SB 328

04/28/2011

To ASSEMBLY Committee on LOCAL GOVERNMENT.

AUTHOR:

Kehoe [D]
Eminent Domain Law: Conservation Easement
yes

TITLE:
FISCAL COMMITTEE:
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URGENCY CLAUSE:
INTRODUCED:
DISPOSITION:
LOCATION:
SUMMARY:

no
02/15/2011
Pending
ASSEMBLY

Revises the Eminent Domain Law to establish requirements for acquisition of
property subject to a conservation easement. Requires the person seeking to
acquire the property to give the holder of the conservation easement a notice
containing specified information and an opportunity to comment on the
acquisition. Requires the notice of the hearing on the resolution of necessity to
be sent to any holder of the conservation easement and public entity.
STATUS:

05/27/2011
NOTES:

CA SB 434

AUTHOR:
TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
LAST AMEND:
DISPOSITION:
LOCATION:

In SENATE. Read third time.
ASSEMBLY. (37-1)
Position: Support (3-24-11)

Passed SENATE.

*****To

Anderson [R]
Undocumented Criminal Immigrants: Costs: Data
yes
no
02/16/2011
03/24/2011
Pending
Senate Public Safety Committee

SUMMARY:

Requires the Secretary of the Department of Corrections and Rehabilitation to
annually bill the federal government for the costs of incarcerating
undocumented criminal immigrants. Requires the Attorney General to utilize all
available legal resources to obtain reimbursement if the federal government
fails to make payment. Requires the Department of Justice to collect data on
the total number of undocumented immigrant inmates in all state and local
correctional institutions and publish it on its Web site.
STATUS:

CA SB 475

05/03/2011

In SENATE Committee on PUBLIC SAFETY:

AUTHOR:

Wright [D]
Infrastructure Financing
no
no
02/17/2011
06/06/2011
Pending
Assembly Local Government Committee
06/15/2011 1:30 pm

TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
LAST AMEND:
DISPOSITION:
COMMITTEE:
HEARING:
SUMMARY:

Not heard.

Authorizes a local governmental agency to enter into an agreement with a
private entity for financing for specified types of revenue generating
infrastructure projects. Requires an agreement to include adequate financial
resources to perform the agreement. Permits the agreements to lease or license
to, or provide other permitted uses by, the private entity.
STATUS:

06/06/2011
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From ASSEMBLY Committee on LOCAL GOVERNMENT with
author's amendments.

CA SB 494

06/06/2011

In ASSEMBLY. Read second time and amended.
Re-referred to Committee on LOCAL GOVERNMENT.

AUTHOR:

Fuller [R]
California Regional Water Quality Control Boards
no
no
02/17/2011
Pending
Senate Rules Committee

TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
DISPOSITION:
LOCATION:
SUMMARY:

Declares the intent of the Legislature to enact legislation that would transfer
responsibility for the investigation and remediation of perchloroethylene
contamination to the regional boards.
STATUS:

CA SB 496

03/03/2011

To SENATE Committee on RULES.

AUTHOR:

Fuller [R]
State Water Resources Development System
no
no
02/17/2011
Pending
Senate Rules Committee

TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
DISPOSITION:
LOCATION:
SUMMARY:

Makes technical, nonsubstantive changes to a provision that authorizes the
issuance of bond funds in a specified amount for the purposes of the State
Water Resources Development System.
STATUS:

CA SB 571

03/03/2011

To SENATE Committee on RULES.

AUTHOR:

Wolk [D]
Water Commission: Water Plan: Water Resources
yes
no
02/17/2011
04/13/2011
Pending
Senate Appropriations Committee

TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
LAST AMEND:
DISPOSITION:
LOCATION:
SUMMARY:

Provides for the organization of the State Water Commission as a separate
agency in state government. Enacts the Water Resources Investment Planning
Act to establish regional water planning agencies and a state water investment
plan. Provides the frequency for plan updates. Requires the State Department of
Water Resources and regional agencies to submit related reports to the
commission. Prescribes the contents of the reports and the purpose for
developing the reports.
STATUS:

CA SB 585
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04/13/2011

In SENATE. Read second time and amended. Re-referred
to Committee on APPROPRIATIONS.

AUTHOR:

Kehoe [D]
Energy: Solar Energy Systems: Funding

TITLE:

FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
LAST AMEND:
DISPOSITION:
LOCATION:

yes
yes
02/17/2011
05/31/2011
Pending
ASSEMBLY

SUMMARY:

Amends an existing law that requires the Public Utilities Commission, in
implementing the California Solar Initiative, to ensure that the total cost over
the duration of the program does not exceed a specified sum, and imposes
monetary limits on programs funded by charges collected from electrical
corporations. Requires the commission to fund program shortfalls by allocating
interest accumulated from customer collections and increasing collections from
customers. Sets the discount rate for interest.
STATUS:

CA SB 597

06/02/2011

In SENATE. Read third time, urgency clause adopted.
Passed SENATE. *****To ASSEMBLY. (28-11)

AUTHOR:

Fuller [R]
Water Companies
no
no
02/17/2011
Pending
Senate Rules Committee

TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
DISPOSITION:
LOCATION:
SUMMARY:

Makes technical, nonsubstantive changes to provisions making every person,
firm, or corporation, their lessees, trustees, receivers, or trustees appointed by
any court, owning, controlling, operating or managing any water system within
the state subject to the jurisdiction, control and regulation of the Public Utilities
Commission.
STATUS:

CA SB 607

03/03/2011

To SENATE Committee on RULES.

AUTHOR:

Walters [R]
Water Resources Board: Brackish Groundwater Treatment
yes
no
02/17/2011
04/27/2011
Pending
Assembly Environmental Safety and Toxic Materials
Committee

TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
LAST AMEND:
DISPOSITION:
LOCATION:
SUMMARY:

Requires the Water Resources Control Board to either amend the State Ocean
Plan, or adopt separate standards, to address water quality objectives and
effluent limitations that are specifically appropriate for brackish groundwater
treatment system facilities that produce municipal water supplies for local use.
STATUS:

06/02/2011
NOTES:
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To ASSEMBLY Committee on ENVIRONMENTAL SAFETY AND
TOXIC MATERIALS.
Position: Support and seek amendments (5-26-11)

CA SB 665

AUTHOR:
TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
LAST AMEND:
DISPOSITION:
LOCATION:
SUMMARY:

LaMalfa [R]
Lake and Streambed Alternation: Endangered species
yes
no
02/18/2011
03/24/2011
Pending
Senate Natural Resources and Water Committee

Prohibits the installation of a new natural flow diversion or means of diversion or
substantial alternation that will substantially after a river, stream,or lake, unless
prescribed requirements are met. Exempts from agreements activity involving
drainage, flood control, or waste water treatment facilities in existence prior to
2008, unless fish and wildlife are adversely affected. Requires suggesting the
use of alternative means of operating those facilities. Relates to accidental take
rules.
STATUS:

CA SB 710

04/26/2011

In SENATE Committee on NATURAL RESOURCES AND
WATER: Not heard.

AUTHOR:

LaMalfa [R]
State Water Project: County Services
yes
no
02/18/2011
03/25/2011
Pending
Senate Natural Resources and Water Committee

TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
LAST AMEND:
DISPOSITION:
LOCATION:
SUMMARY:

Authorizes a county to prepare and adopt a county services impact report
containing a description of the costs of county services related to the operation
of specified dams and reservoirs as State Water Project facilities within the
county. Requires the department to compensate the county for those costs by
compensating the county directly, providing the county with specified services
and facilities, or contracting with the county or service provider to provide the
services or facilities within the county.
STATUS:

CA SB 759

04/25/2011

Re-referred to SENATE Committee on NATURAL RESOURCES
AND WATER.

AUTHOR:

Lieu [D]
Common Interest Developments: Artificial Turf
no
no
02/18/2011
03/22/2011
Pending
Assembly Housing and Community Development Committee
06/15/2011 9:00 am

TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
LAST AMEND:
DISPOSITION:
COMMITTEE:
HEARING:
SUMMARY:

Provides that a provision of any of the governing documents of a common
interest development shall be void and unenforceable if it prohibits or includes
conditions that have the effect of prohibiting, the use of artificial turf or any
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other synthetic surface that resembles grass. Provides the prohibition would not
preclude the association from applying landscape rules and regulations in
governing documents regarding the installation of such turf.
STATUS:

05/09/2011
NOTES:

CA SB 833

AUTHOR:
TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
LAST AMEND:
DISPOSITION:
LOCATION:
SUMMARY:

To ASSEMBLY Committee on HOUSING AND COMMUNITY
DEVELOPMENT.
Position: Sponsor (1-27-11)
Vargas [D]
Solid Waste: Disposal Facilities: San Diego County
yes
no
02/18/2011
04/25/2011
Pending
ASSEMBLY

Prohibits a person from disposing of solid waste, causing solid waste to be
disposed of, arranging for the disposal of solid waste, transporting solid waste,
or accepting solid waste for disposal, except at a permitted solid waste disposal
facility. Prohibits the construction or operation of a solid waste landfill disposal
facility in the County of San Diego if the facility is located within a specified
distance of the San Luis Rey River and within a specified distance of Native
American sacred lands.
STATUS:

CA SB 834

06/01/2011

In SENATE. Read third time.
ASSEMBLY. (32-3)

AUTHOR:

Wolk [D]
Integrated Regional Water Management Plans: Contents
no
no
02/18/2011
05/04/2011
Pending
Assembly Water, Parks and Wildlife Committee

TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
LAST AMEND:
DISPOSITION:
LOCATION:
SUMMARY:

Passed SENATE.

*****To

Requires an integrated regional water management plan to address specified
water quality and water supply matters and demonstrate the manner in which
the plan complies with a specified state policy concerning reducing reliance on
the Sacramento-San Joaquin Delta for water supply and improving regional
self-reliance for water, if the region covered by the plan receives water from the
Delta watershed.
STATUS:

CA SB 837

05/27/2011

To ASSEMBLY Committee on WATER, PARKS AND WILDLIFE.

AUTHOR:

Blakeslee [R]
Residential Real Property Disclosures
no
no
02/18/2011
04/12/2011
Pending

TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
LAST AMEND:
DISPOSITION:
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COMMITTEE:
HEARING:

Assembly Judiciary Committee
06/14/2011 9:00 am

SUMMARY:

Revises the disclosure form to require that a transferor of real property disclose
whether or not the property is equipped with water-conserving plumbing
fixtures.
STATUS:

CA SB 846

04/28/2011

To ASSEMBLY Committee on JUDICIARY.

AUTHOR:

Berryhill T [R]
California Water Plan: Water Data
yes
no
02/18/2011
05/03/2011
Pending
Assembly Water, Parks and Wildlife Committee

TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
LAST AMEND:
DISPOSITION:
LOCATION:
SUMMARY:

Requires the Department of Water Resources to include in the California Water
Plan an assessment of the state's water data system and would prescribe
requirements relating to the content and conduct of the assessment.
STATUS:

CA SB 877

06/02/2011

To ASSEMBLY Committee on WATER, PARKS AND WILDLIFE.

AUTHOR:

Anderson [R]
Public Water Systems: Point-of-use Treatment
yes
no
02/18/2011
Pending
Senate Environmental Quality Committee

TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
DISPOSITION:
LOCATION:
SUMMARY:

Amends existing law authorizing the Department of Public Health to develop
limited emergency regulations governing the permitted use of point-of-entry
and point-of-use treatment by public water systems in lieu of centralized
treatment and requires that these emergency regulations remain in effect until
a specified date. Limits these regulations to the public water systems with less
than 2,500 services connections. Permits the emergency regulations to remain
in effect until the earlier of a specified date.
STATUS:

CA SB 900

03/10/2011

To SENATE Committee on ENVIRONMENTAL QUALITY.

AUTHOR:

Steinberg [D]
Regional Water Quality Control Boards: Members
no
no
02/18/2011
05/09/2011
Pending
ASSEMBLY

TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
LAST AMEND:
DISPOSITION:
LOCATION:
SUMMARY:

Amends the Porter-Cologne Water Quality Control Act. Deletes provisions of the
act prohibiting a board member from participating in actions that involve the
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member or a waste discharger with which the member is connected. Specifies
that the limitation on the member's financial interest applies only to a
disqualifying financial interest within the Political Reform Act. Relates to
requirements, qualifications, and to disqualifying factors for regional board
members.
STATUS:

CA SB 904

05/19/2011

In SENATE. Read third time.
ASSEMBLY. (34-0)

AUTHOR:

Yee [D]
Environment: Agency
no
no
02/18/2011
Pending
Senate Environmental Quality Committee

TITLE:
FISCAL COMMITTEE:
URGENCY CLAUSE:
INTRODUCED:
DISPOSITION:
LOCATION:
SUMMARY:

Passed SENATE.

*****To

Makes a statutory change consistent with the plan that provides that the
California Environmental Protection Agency, created pursuant to the Governor's
Reorganization Plan No. 1 of 1991, consists of the State Air Resources Board,
the Office of Environmental Health Hazard Assessment, the State Water
Resources Control Board, and each California regional water quality control
board, and the departments of, Pesticide Regulation, Toxic Substances Control,
and Resources Recycling and Recovery.
STATUS:

CA 2 2012

03/10/2011

To SENATE Committee on ENVIRONMENTAL QUALITY.

PROPOSITION:

TBA
Safe, Clean, Reliable Drinking Water Supply Act 2012
SBx7 2 (Ch. 3, 2009), AB 1265 (Ch. 126, 2010)
08/10/2010
11/06/2012
08/10/2010

TITLE:
SOURCE:
QUALIFICATION:
ELECTION:
PLACED ON BALLOT:
SUMMARY:

Enacts the Safe, Clean Reliable Drinking Water Supply Act of 2012 which would
authorize issuance of bonds, in a specified amount, to finance a safe drinking
water reliability program. Provides for submission of such bond to the voters in
the November 6, 2012 Statewide General Election.

US HR 1042

SPONSOR:
TITLE:
INTRODUCED:
DISPOSITION:
LOCATION:
SUMMARY:

Federal Legislation
Baca [D]
Certain Species be Treated as Extinct
03/11/2011
Pending
House Natural Resources Committee

Amends the Endangered Species Act of 1973 to require that certain species be
treated as extinct for purposes of that Act if there is not a substantial increase
in the population of a species during the 15-year period beginning on the date
the species is determined to be an endangered species, and for other purposes.
STATUS:

03/11/2011
03/11/2011
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INTRODUCED.
To HOUSE Committee on NATURAL RESOURCES.

US HR 1251

SPONSOR:
TITLE:
INTRODUCED:
DISPOSITION:
LOCATION:

Costa [D]
Water Relief in the State of California
03/30/2011
Pending
House Natural Resources Committee

SUMMARY:

Provides congressional direction for implementation of the Endangered Species
Act as it relates to operation of the Central Valley Project and the California
State Water Project and for water relief in the State of California.
STATUS:

US HR 1604

03/30/2011

INTRODUCED - To HOUSE Committee on NATURAL
RESOURCES.

SPONSOR:

Denham [R]
Projects in the Central Valley Project
04/15/2011
Pending
House Judiciary Committee

TITLE:
INTRODUCED:
DISPOSITION:
LOCATION:
SUMMARY:

Relates to the Central Valley Project (CVP); relates to permits issued in
accordance with the California Environmental Quality Act; provides that the
Bureau of Reclamation shall not be required to cease activity pending a review
or legal challenge of a CVP project; relates to judicial proceedings regarding an
authorized CVP project; and defines terms.
STATUS:

US HR 1837

04/15/2011
04/15/2011
04/15/2011

INTRODUCED.
To HOUSE Committee on NATURAL RESOURCES.
Additionally referred to HOUSE Committee on JUDICIARY.

SPONSOR:

Nunes [R]
Water-Related Concerns on the San Joaquin River
05/11/2011
Pending
House Natural Resources Committee

TITLE:
INTRODUCED:
DISPOSITION:
LOCATION:
SUMMARY:

Addresses certain water-related concerns on the San Joaquin River.
STATUS:

US S 519

05/24/2011

In HOUSE Committee on NATURAL RESOURCES:
to Subcommittee on WATER AND POWER.

IDENTICAL:

US HR 470
Reid [D]
Hydroelectric Power Generated at Hoover Dam
03/09/2011
Pending
Senate Energy and Natural Resources Committee

SPONSOR:
TITLE:
INTRODUCED:
DISPOSITION:
LOCATION:

Referred

SUMMARY:

Relates to the Hoover Power Allocation Act of 2011; further allocates and
expands the availability of hydroelectric power generated at Hoover Dam.
STATUS:

05/19/2011
NOTES:
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Subcommittee on WATER AND POWER hearings held.
(Companion Bill: H.R. 470); Position: Support (4-28-11)

4677 Overland Avenue
San Diego, California 92123
FORMAL BOARD OF DIRECTORS’ MEETING
The mission of the San Diego County Water Authority is to provide a safe and reliable
supply of water to its member agencies serving the San Diego region.
June 23, 2011
3:00 p.m.
1.

Call to Order.

2.

Salute to the flag.

3.

Roll call, determination of quorum.
3-A Report on proxies received.

4.

Additions to agenda. (Government code Sec. 54954.2(b)).

5.

Approve the minutes of the Special meeting of the Water Planning Committee of May
23, 2011 and the Formal Board of Directors’ meeting of May 26, 2011.

6.

Opportunity for members of the public who wish to address the Board on matters within
the Board’s jurisdiction.

7.

PRESENTATIONS & PUBLIC HEARINGS

8.

REPORTS BY CHAIRS
8-A Chairs report: Chair Hogan.
8-B
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Report by Committee Chairs
Imported Water Committee
Administrative and Finance Committee
Engineering and Operations Committee
Water Planning Committee
Legislation, Conservation and Outreach Committee

Director Watton
Director Wight
Director Knutson
Director Dion
Director Saxod

9.

CONSENT CALENDAR

9- 1.

Approve agreement with Brownstein Hyatt Farber Schreck, LLP, for special
counsel services for fiscal years 2012 and 2013.
Authorize General Counsel to execute an agreement for legal and other
professional services with Brownstein Hyatt Farber Schreck, LLP for fiscal years
2012 and 2013.

9- 2.

Treasurer’s report.
Note and file the monthly Treasurer’s report.

9- 3.

Purchase Water Authority Business Insurance – Property, Liability, and
Workers’ Compensation.
Authorize the General Manager to purchase three lines of business insurance –
property, liability, and workers’ compensation - from the Special Districts Risk
Management Authority in the amount of $844,000 for coverage of the
period July 1, 2011 through June 30, 2012, contingent upon Board
approval of the General Manager’s Recommended Budget for Fiscal
Years 2012 and 2013.

9- 4.

Approval of the General Manager’s Recommended Budget for Fiscal
Years 2012 and 2013.
Approve adoption of Resolution No. 2011-__, a Resolution of the Board of
Directors of the San Diego County Water Authority approving the General
Manager’s Recommended Budget for Fiscal Years 2012 and 2013, for
operations and capital improvements and appropriating $1.417 billion consistent
with the approved budget.

9- 5.

PUBLIC HEARING: Adopt the Water Authority’s rates and charges for
calendar year 2012 and continue the annual Standby Availability Charge for
fiscal year 2011-2012 as currently imposed.
Adopt Ordinance No. 2011-___ an ordinance of the Board of Directors of the
San Diego County Water Authority setting rates and charges for the delivery and
supply of water, use of facilities and provision of services. Adopt Resolution
2011-____ a resolution of the Board of Directors of the San Diego County Water
Authority continuing the Standby Availability Charge.
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9- 6.

Authorize the issuance of Subordinate Lien Water Revenue Refunding Bonds—
Series 2011S-1—to refund certain outstanding Tax-Exempt Commercial Paper;
and Senior Lien Water Revenue Refunding Bonds—Series 2011A to refund
certain outstanding long-term debt to yield debt service savings.
Adopt a resolution authorizing the issuance of Subordinate Lien Water Revenue
Refunding Bonds, Series 2011S-1, in an aggregate principal amount not to exceed
$100 million for the purpose of refunding $100 million in outstanding tax-exempt
commercial paper; authorize a negotiated method of sale for the issuance; and
approve the selection of firms to serve as the underwriting team. Adopt a
resolution authorizing the issuance of Senior Lien Water Revenue Refunding
Bonds, Series 2011A, for the purpose of refunding certain existing long-term debt;
and authorize the Director of Finance to determine the method of sale for the
issuance closer to the pricing date. Approve the forms of financing documents for
both refunding bond issuances, including the Preliminary Official Statements for
the 2011S-1 Bonds and the Series 2011A Bonds.

9- 7.

Construction contract for Pipelines 3 and 4 Miramar Hill to Scripps
Ranch Relining Project, Specification 606, with J. Fletcher Creamer & Son, Inc.
and Spiniello Companies, A Joint Venture.
Deny the bid protest. Authorize the General Manager to award a construction
contract to J. Fletcher Creamer & Son, Inc. and Spiniello Companies, a Joint
Venture in the amount of $18,964,750 for the Pipelines 3 and 4 Miramar Hill to
Scripps Ranch Relining project, Specification 606.

9- 8.

Adoption of Water Authority’s 2010 Urban Water Management Plan.
Adopt the resolution approving the Water Authority’s 2010 Urban Water
Management Plan and submit the 2010 Plan to the State of California by July 23,
2011, in order to comply with the Urban Water Management Planning Act of the
California Water Code.

9- 9.

Approve guiding principles for member agency purchases of potential Water
Authority-owned local water supplies from the Carlsbad Desalination Project
and corresponding revisions to the Local Supply Conveyance and Exchange
Policy.
Adopt the proposed guiding principles solely for allowing member agency
purchases of potential Water Authority-owned local water supplies from
the Carlsbad Desalination Project. Approve corresponding revisions to the
Local Supply Conveyance and Exchange Policy.

9- 10.

Adopt a position of Support on SB 900 (Steinberg).
Adopt a position of Support on SB 900 (Steinberg).
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10.

ACTION / DISCUSSION

11.

CLOSED SESSION(S)

11-A

CLOSED SESSION:
Conference with Legal Counsel – Existing Litigation
Government Code §54956.9(a) – SDCWA v Metropolitan Water District of
Southern California;
Case No. CPF-10-510830

11-B

CLOSED SESSION:
Conference with Legal Counsel – Existing Litigation
Government Code §54956.9(a)
Name of Case: QSA Judicial Council Coordination Proceeding No. 4353

11-C

CLOSED SESSION:
Conference with Legal Counsel – Existing Litigation
Government Code §54956.9(a) – Traylor-Shea Joint Venture v SDCWA;
Case No. 37-2009-00090545-CU-BC-CTL
Traylor-Shea Joint Venture v SDCWA;
Case No. 37-2011-00092666-CU-BC-CTL

11-D

CLOSED SESSION:
Conference with Legal Counsel - Potential Litigation
Government Code §54956.9(b)(1) – OMWD – Elfin Forest Reserve

11-E

CLOSED SESSION:
Public Employee Performance Evaluation
Government Code §54957 - Title: General Manager

11-F

CLOSED SESSION:
Public Employee Performance Evaluation
Government Code §54957 - Title: General Counsel

12.

Action following Closed Session

13.

SPECIAL REPORTS
13-A GENERAL MANAGER’S REPORT – Ms. Stapleton
13-B GENERAL COUNSEL’S REPORT – Mr. Hentschke
13-C SANDAG REPORT – Director Muir
SANDAG Subcommittee: Borders/Regional Planning Committee –
Director H. Williams
13-D AB 1234 Compliance Reports – Directors
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14.

OTHER COMMUNICATIONS

15.

ADJOURNMENT

Doria F. Lore
Clerk of the Board

NOTE:

The agendas for the Formal Board meeting and the meetings of the Standing Committees
held on the day of the regular Board meeting are considered a single agenda. All information or
possible action items on the agenda of committees or the Board may be deliberated by and become
subject to consideration and action by the Board.
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Formal Board
Agenda Item Number 5
May 23, 2011

MINUTES OF THE SPECIAL MEETING OF THE
WATER PLANNING COMMITTEE
May 23, 2011
CALL TO ORDER/ROLL CALL
Chair Dion called the Special Water Planning Committee Meeting to order at 1:32 p.m.
Committee members present were Chair Dion, Vice Chairs Price and Saunders, and Directors
Ferguson, Heidel, Hogan, Jungreis, Linden, Walson and K. Williams. Directors Pocklington and
Boyle arrived at 1:38 p.m. and 1:58 p.m. respectively. Directors Steiner and Watton were
absent. Also present were Directors Bond, Bowersox, Dailey, Douglas, Lewis, Muir, Saxod,
Smith and Wornham. At that time, there was a quorum of the Board.
Staff present was General Manager Stapleton, General Counsel Hentschke, Deputy
General Manager Kerl, Director of Water Resources Weinberg, Principal Water Resources
Specialist Friehauf and Senior Water Resources Specialists Bombardier and Gage.
PUBLIC COMMENT
Chair Dion opened the meeting for public comment at 1:36 p.m. Speaking in
support of the Draft 2010 Urban Water Management Plan were Angelika Villagrana, San Diego
Regional Chamber of Commerce, and Ted Owen, Carlsbad Chamber of Commerce.
I.

CONSENT CALENDAR
There were no Consent Calendar items.

II.

ACTION/DISCUSSION
1.
Committee Workshop on 2010 Urban Water Management Plan

Mr. Weinberg provided introductory remarks on the Draft 2010 Urban Water
Management Plan presentation prepared by staff. Ms. Gage, Mr. Bombardier and Ms. Friehauf
followed with a comprehensive overview of the Draft 2010 Urban Water Management Plan
components and timeline for completion, adoption by the Board and submittal to the Department
of Water Resources. Staff responded to questions and comments made by Directors
Pocklington, Jungreis, Muir, Bond, Hogan, Ferguson, Lewis, Price, and Saunders. Chair Dion
asked staff to follow up with the committee for planned discussion pertaining to questions raised
about water supply planning related to the Poseidon/Carlsbad Desalination project.
III.

INFORMATION
There were no Information items.
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IV.

ADJOURNMENT
There being no further business, Chair Dion adjourned the meeting at 3:21 p.m.

___________________
Mitchell S. Dion, Chair
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MINUTES OF THE FORMAL BOARD OF DIRECTORS’ MEETING
MAY 26, 2011

IMPORTED WATER COMMITTEE
CALL TO ORDER / ROLL CALL
Chair Watton called the Imported Water Committee meeting to order at 9:03 a.m.
Committee members present were Directors Arant, Bond, Bowersox, Heidel, Knutson,
Lewinger, Lewis, Linden, McIntosh, Steiner, and Wilson. Director Tu arrived at 9:25 a.m.
Directors Morrison and Wight were absent. Also present were Directors Croucher, Dailey, Dion,
Douglas, Hogan, Jungreis, Pocklington, Price, Saunders, Saxod, Smith, Walson, H. Williams,
and K. Williams. At that time, there was a quorum of the full Board, and the meeting was
conducted as a meeting of the Board, however, only committee members participated in the vote.
Staff present included General Manager Stapleton, General Counsel Hentschke, Deputy General
Manager Belock, Deputy General Manager Kerl, Assistant General Manager Cushman, Colorado
River Program Director Razak, MWD Program Chief Chen, and others.
ADDITIONS TO AGENDA
There were no additions to the agenda.
PUBLIC COMMENT
There were no public comments
CHAIR’S REPORT
Chair Watton reviewed recent activities regarding the Bay Delta Conservation Plan and
the Delta Stewardship Council’s Delta Plan. He stated that the Imperial Irrigation District named
Kevin Kelley the permanent general manager replacing Brian Brady and discussed a recent
meeting that the QSA Workgroup had with board members from IID.
4-A

Director’s comments.
There were no director’s comments

I.

CONSENT CALENDAR
There were no items on the consent calendar.

II.

ACTION/DISCUSSION
1.
Metropolitan Water District Issues and Activities update.
1-A Metropolitan Water District’s Delegates report.
The delegates discussed Fitch’s recent downgrading of MWD’s bond rating and
MWD’s water sales to-date. Director Steiner stated that the MWD board tabled a vote on
the termination of funding for Water Authority conservation and local resource programs
per MWD’s Rate Structure Integrity provisions. She said that the MWD board approved
the sale of discounted local storage replenishment water. The Water Authority and two
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other agencies voted against that item. Following the delegates’ reports, directors asked
questions and made comments.
2.

Colorado River Programs.
2-A Colorado River Board representative’s report.

Director Knutson stated that with the above-normal snowpack, a 145 percent
runoff was projected between now and July into the Colorado River system. He stated
that the equalization release of 11.56 maf from Lake Powell to Lake Mead would take
place over a period of time.
2-B

Proposed elimination of Colorado River Board in the 2011-12 Governor’s
Budget May Revision.

Ms. Stapleton stated that the Colorado River Board does not receive state funding
and if it were eliminated, there would be no savings to the state. She reported that the
CRB agencies were working on a response to the Governor’s budget proposal and
discussing the possible alternatives in the event that the board was eliminated.
III.

INFORMATION
The following information item was noted and filed:
1.

Metropolitan Water District Program report.

The Committee went into closed session at 10:05 a.m.
IV.

CLOSED SESSION
1.
CLOSED SESSION:
Conference with Legal Counsel – Existing Litigation
Government Code §54956.9(a) – SDCWA v Metropolitan Water District of
Southern California;
Case No. BS126888
(transferred to San Francisco – CPF-10-510830)
2.

CLOSED SESSION:
Conference with Legal Counsel – Consideration of Initiation of Litigation
Government Code §54956.9(c) -- One Case

Mr. Hentschke brought the Committee out of Closed Session at 10:44 a.m. and stated that
there was no reportable action.
V.

ADJOURNMENT
There being no further business to come before the Imported Water Committee, Chair
Watton adjourned the meeting at 10:45 a.m.
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LEGISLATION, CONSERVATION AND OUTREACH
CALL TO ORDER/ROLL CALL
Chair Saxod called the Legislation, Conservation and Outreach Committee to order at
10:48 a.m. Committee members present were Chair Saxod, Vice Chairs Hilliker and Jungreis,
and Directors Bowersox, Boyle, Croucher, Dailey, Douglas, Tu, Walson, and H. Williams.
Committee members absent were Directors Mudd, Muir, and Wornham. There was a quorum of
the Committee. Other Board members present were Directors Arant, Bond, Dion, Heidel,
Hogan, Knutson, Lewinger, Lewis, Linden, McIntosh, Pocklington, Price, Smith, Watton, K.
Williams, and Wilson.
Staff present was General Manager Stapleton, General Counsel Hentschke, Deputy
General Managers Belock and Kerl, Assistant General Manager Cushman, Director of Public
Affairs Foster, Water Conservation Program Executive Rose, and Government Relations
Manager Volberg.
ADDITIONS TO AGENDA
There were no additions to the agenda.
PUBLIC COMMENT
There were no members of the public who wished to address the Committee.
CHAIR’S REPORT
Chair Saxod reported that the Water Authority held a well-attended legislative roundtable
with Congressman Duncan Hunter on May 19, 2011. She announced that the next legislative
roundtable was scheduled for June 17, 2011 at 8 a.m. with Assembly Members Toni Atkins and
Brian Jones. She noted that the roundtable originally scheduled for June 3 with Assembly
Member Atkins was now a joint event on June 17, 2011.
Chair Saxod announced that the Water Authority was making management changes. Ms.
Stapleton explained that Ms. Vedder had been added to the MWD Team focusing on
information-sharing and outreach and Ms. Westford had been added to the Public Affairs
department to manage the Water Authority’s conservation efforts.
DIRECTORS’ COMMENTS
There were no Directors’ Comments.
I.

CONSENT CALENDAR
There were no items on the Consent Calendar.

II.

ACTION/DISCUSSION
1.
Legislative Issues.
1-A Report by Carpi and Clay.

Mr. Clay reported on issues in Sacramento and stated that he would take any questions on
issues in Washington, D.C. to Mr. Carpi.

Page 547 of 563

Formal Board
Agenda Item Number 5
May 26, 2011
1-B

Adopt positions on various state bills.
Staff recommendation:
1. Adopt a position of Support, if amended, on AB 229 (Lara)
2. Adopt a position of Support on SB 215 (Huff)
3. Adopt a position of Support and Seek Amendments on SB 607
(Walters)

Management Analyst Schnell provided a presentation, including summary and
recommendations for AB 229 (Lara), SB 215 (Huff), and SB 607 (Walters).
Director Boyle moved, Director Croucher seconded, to adopt staff recommendation and
the motion passed unanimously to adopt position of support, if amended, on AB 229 (Lara);
adopt a position of support on SB 215 (Huff), and adopt a position of Support, and Seek
Amendments on SB 607 (Walters). Chair Dailey called for the question and the motion carried.
Director Dailey abstained on Item No. 3, Support and Seek Amendments on SB 607 (Walters).
III.

INFORMATION
The following items were received and filed:
1.
Legislation related to the City of Bell scandal.
2.
Government relations update.
3.
Status report on legislation and legislative positions.

IV.

ADJOURNMENT
There being no further business to come before the Legislation, Conservation and
Outreach Committee, Chair Saxod adjourned the meeting at 11:23 a.m.
ENGINEERING AND OPERATIONS COMMITEE
CALL TO ORDER/ROLL CALL
Chair Knutson called the Engineering and Operations Committee to order at 11:27 a.m.
Committee members present were Chair Knutson, Vice Chairs Dailey and Pocklington, Directors
Douglas, Hogan, Lewinger, McIntosh, Saxod, Smith, and Wilson. Director K. Williams arrived
just after roll call. Absent were Directors Bailey, Ferguson, Mudd and Morrison. There was a
quorum of the Committee. Other Board members present were Directors Arant, Bond,
Bowersox, Croucher, Dion, Heidel, Hilliker, Jungreis, Lewis, Linden, Price, Walson, Watton,
and H. Williams.
Staff present was General Counsel Hentschke, Deputy General Managers Belock and
Kerl, Assistant General Manager Cushman, Director of Engineering Stift, Director of Operations
and Maintenance Eaton, Acting Director of Right of Way Busch, and Operations and
Maintenance Manager Galleher.
ADDITIONS TO AGENDA
There were no additions to the agenda.
PUBLIC COMMENT
There were no members of the public who wished to address the Committee.
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CHAIR’S REPORT
Chair Knutson reviewed the activities of the Engineering & Operations Lake Hodges
Subcommittee and announced that the Lakeside 1 Flow Control Facility received an Honor
Award from APWA at their May 12, 2011 awards luncheon. Also, as part of the APWA awards
program, Lola Mattraya, Senior Office Assistant in the Engineering Department received an
Award of Merit.
I.

CONSENT CALENDAR
1.
Professional services contract with Pure Technologies US Inc.
for Acoustic Fiber Optic Cable Monitoring Services on Pipelines
3, 4, 5 and Crossover Pipeline.
Staff recommendation: Authorize the General Manager to award a
professional services contract to Pure Technologies US Inc., for an
amount not-to-exceed $3,998,690 to provide acoustic fiber optic
cable monitoring services through June 30, 2016.
2.

Professional services contract with HDR Engineering, Inc., for
Corrosion Engineer and Corrosion Technician Support
Services.
Staff recommendation: Authorize the General Manager to award a
professional services contract to HDR Engineering, Inc. to provide
corrosion engineer and corrosion technician support services for an
amount not-to-exceed $1,700,000, and for up to a three-year term.

Mr. Galleher gave a presentation on the acoustic fiber monitoring system. The
presentation included background on Water Authority pre-stressed pipelines and their locations,
and how the Water Authority manages this asset with the latest acoustic technologies.
During discussions and following a number of questions, Director Wilson requested that
the staff recommendations be modified for Items 1 and 2 on the Consent Calendar. Vice Chair
Pocklington made a motion to accept the modifications to staff’s recommendation for Item 1 by
including the following: With payments contingent upon Board approval of the General
Manager’s Operating Budgets. Director Hogan seconded and the modified motion was passed
unanimously.
Vice Chair Pocklington also made a motion to accept the modification to staff’s
recommendation for Item 2 by including the following: With payments contingent upon Board
approval of the General Manager’s Operating Budgets. Director Williams seconded and the
modified motion was passed unanimously.
II.

ACTION/DISCUSSION
There were no items for action/discussion.

III.

INFORMATION
There were no informational items on the agenda.
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IV.

CLOSED SESSION
Mr. Hentschke took the Committee into Closed Session at 11:51 a.m.
1.

CLOSED SESSION:
Conference with Legal Counsel - Potential Litigation
Government Code §54956.9(b)(1) – OMWD – Elfin Forest Reserve

Mr. Hentschke brought the Committee out of Closed Session at 12:08 p.m. and stated that
any actions taken in Closed Session were not reportable.
V.

ADJOURNMENT
There being no further business to come before the Engineering and Operations
Committee, Chair Knutson adjourned the meeting at 12:09 p.m.
WATER PLANNING COMMITTEE
CALL TO ORDER/ROLL CALL
Chair Dion called the Water Planning Committee Meeting to order at 1:04 p.m.
Committee members present were Chair Dion, Vice Chairs Price and Saunders, Directors Boyle,
Heidel, Linden, Pocklington, Walson and K. Williams. Director Watton arrived at 1:30 p.m.
Directors Ferguson, Hogan, Jungreis and Steiner were absent. Also present were Directors Arant,
Bond, Bowersox, Croucher, Dailey, Douglas, Hilliker, Lewinger, Lewis, McIntosh, Mudd, Muir,
Saxod, Smith, H. Williams and Wilson. At that time, there was a quorum of the Board and the
meeting was conducted as a meeting of the Board; however, only committee members
participated in the vote.
Staff present was General Manager Stapleton, General Counsel Hentschke, Deputy
General Managers Belock and Kerl, Assistant General Manager Cushman, Director of Water
Resources Weinberg, Water Resources Managers Purcell and Yamada, Principal Water
Resources Specialist Friehauf and Senior Water Resources Specialists Bombardier and Gage.
PUBLIC COMMENT
There were no comments made by the public.
DIRECTORS’ COMMENTS
There were no comments made by Directors.
CHAIR’S REPORT
Chair Dion followed up on his comments from the May 23, 2011, Water Planning
committee meeting; he thanked Water Resources staff and executive staff of the Water Authority
for successfully implementing and managing the Water Shortage Drought Response Management
Plan. In addition, he commented on an award of appreciation received from CalDesal, of which the
Water Authority is a founding member, as well as the June 21, 2011, meeting of the Council of
Water Utilities, which would feature CalDesal Executive Director Ron Davis as a speaker.
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I.

CONSENT CALENDAR
There were no Consent Calendar items.

II.

ACTION/DISCUSSION
1.
PUBLIC HEARING: Public hearing to receive comments on the Water
Authority’s Draft 2010 Urban Water Management Plan.

Chair Dion opened the public hearing at 1:07 p.m. Ms. Gage presented information on
the activities occurred to date, plan components and the remaining schedule, which would
include board adoption of the plan on June 23, 2011, and submittal of the adopted plan to the
California Department of Water Resources by July 23, 2011. Staff responded to questions raised
by Directors Mudd, Douglas, Muir and Pocklington.
Chair Dion opened the meeting for public comment at 1:30 p.m. Speaking in favor of the
Draft 2010 Urban Water Management Plan were Gina McBride, Carlsbad Chamber of
Commerce; Janelle Riella, San Diego Downtown Partnership; Kendall Helm, San Diego
Economic Development Council; Patti Krebs, Industrial Environmental Association; and Simon
Wong, Simon Wong Engineering. Public comments concluded at 1:38 p.m. Director Muir
requested a brief update from staff on the status of the Carlsbad Desalination Project, included in
the plan as a water supply. Ms. Stapleton assured an update would be provided at the June 23,
2011, Board meeting.
Chair Dion closed the public hearing at 1:39 p.m. He advised that written comments on
the Draft 2010 Urban Water Management Plan would be accepted through June 6, 2011, and that
the plan would be returned to the board for adoption at the June 23, 2011, Water Authority Board
Meeting.
III.

INFORMATION
The following item was received and filed:
1.
Water Resources report.

IV.

CLOSED SESSION
There were no Closed Session items.

V.

ADJOURNMENT
Chair Dion adjourned the meeting at 1:41 p.m.

ADMINISTRATIVE AND FINANCE COMMITTEE
CALL TO ORDER / ROLL CALL
Vice Chair Bond called the Administrative and Finance Committee meeting to order at
1:53 p.m. Committee members present were Vice Chair Bond, Vice Chair Croucher, Directors
Arant, Dion, Hilliker, Muir, Price, Saunders, Smith, and H. Williams. Committee members
absent were Chair Wight, Directors Bailey, Lewis and Wornham At that time, there was a
quorum of the Board, and the meeting was conducted as a meeting of the Board; however, only
committee members participated in the vote.

Page 551 of 563

Formal Board
Agenda Item Number 5
May 26, 2011
Also present were Directors Boyle, Dailey, Douglas, Heidel, Hogan, Lewinger,
McIntosh, Pocklington, Saxod, Steiner, Walson, Watton, K. Williams, and Wilson. Staff present
was General Manager Stapleton, General Counsel Hentschke, Deputy General Managers Belock
and Kerl, Assistant General Manager Cushman, Director of Finance/Treasurer Sandler, Director
of Administrative Services Young, Controller Greek, Financial Planning Manager Shank, Risk
Manager Homer, and Budget and Analysis Manager Celaya.
ADDITIONS TO AGENDA
There were no additions to the agenda.
PUBLIC COMMENT
There were no members of the public who wished to speak.
CHAIR’S REPORT
Vice Chair Bond announced that the General Manager’s Recommended Budget for Fiscal
Years 2012 and 2013 was distributed to each board member. He encouraged all board members
to review it in preparation of the budget workshops that were scheduled on June 7th and June 9th
at 1:30 p.m.
DIRECTORS’ COMMENTS
There were no Directors’ comments.
I.

CONSENT CALENDAR
1.
Treasurer’s report.
Staff recommendation: Note and file the monthly Treasurer’s report.
Director Price moved, Director Saunders seconded, and the motion passed
unanimously to approve the consent calendar.

II.

ACTION/DISCUSSION
1.
Presentation of the General Manager’s Recommended Budget for Fiscal Years
2012 and 2013 for review by the Administrative and Finance Committee and the
Board of Directors.
Ms. Stapleton gave a thorough presentation of the General Manager’s
Recommended Budget for Fiscal Years 2012 and 2013 by explaining the budget
document layout, the “new normal”, an overview of the budget, and the budget workshop
schedule.
Board members commended Ms. Stapleton on an excellent presentation and asked
several questions that would be addressed at the June 7th and June 9th budget workshops.
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2.

Resolution setting a Public Hearing date for the Water Authority’s proposed
calendar year 2012 Rate and Charge increases.
Staff recommendation: Adopt Resolution Number 2011-___ setting the time and
place for a public hearing on June 23, 2011 at 9:00 a.m., or as soon thereafter as
may practicably be heard, during the Administrative & Finance Committee
meeting, to receive comments regarding establishing a Melded Supply Rate, a
Melded Treatment Rate, a Transportation Rate, the Special Agricultural Water
Program rates, a Customer Service Charge, a Storage Charge and an
Infrastructure Access Charge to be effective January 1, 2012 for calendar year
2012.

Mr. Sandler provided a presentation of the recommended Calendar Year 2012
rates and charges by providing a summary of the rate setting process, rate and charge key
drivers, and the recommended rates and charges for 2012. He also explained the
financial performance metrics and the schedule to set the rates.
Directors made comments and asked questions that would be addressed at the
June 7 and June 9th budget workshops.
th

Director Muir moved, Director Price seconded, and the motion passed
unanimously to approve the staff recommendation.
III.

INFORMATION
1.
Presentation on Water Authority’s insurance program(s).
Mr. Homer provided a brief presentation on the Water Authority Insurance
Programs covering the Business Insurance Program for daily operations explaining
liability insurance, property insurance, and workers’ compensation insurance coverage.
Mr. Homer also covered the Owner Controlled Insurance Program for the
Emergency Storage projects by explaining the general liability insurance, builders risk
insurance, workers’ compensation insurance and professional liability insurance
coverage.
Directors made comments and asked questions. Mr. Homer provided answers.
The following items were received and filed:
2.
Controller’s report.
3.
Board calendar.

IV.

CLOSED SESSION
There were no Closed Session items.
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V.

ADJOURNMENT
There being no further business to come before the Administrative and Finance
Committee, Chair Wight adjourned the meeting at 3:15 p.m.

FORMAL BOARD OF DIRECTORS’ MEETING OF MAY 26, 2011
1.

CALL TO ORDER Chair Hogan called the Formal Board of Directors’ meeting to
order at 3:20 p.m.

2.

SALUTE TO THE FLAG Director McIntosh led the salute to the flag.

3.

ROLL CALL, DETERMINATION OF QUORUM
Secretary Smith called the roll. Directors present were Arant, Bond, Croucher, Dailey,
Dion, Douglas, Ferguson, Heidel, Hilliker, Hogan, McIntosh, Mudd, Muir,
Pocklington, Price, Saunders, Saxod, Smith, Steiner, Walson, Watton, H. Williams,
K. Williams, and Wilson. Directors absent were Bailey, Bowersox, Boyle, Ferguson,
Knutson, Lewinger, Lewis, Linden, Morrison, Tu, Wight, Wornham and Representative
Slater-Price.
3-A Report on proxies received. Director Dailey was the proxy for Director
Bowersox and Director Smith was the proxy for Director Linden.

4.

ADDITIONS TO AGENDA There were no additions to the agenda.

5.

APPROVAL OF MINUTES Director Saxod moved, Director McIntosh seconded, and
the motion carried at 87.11% of the vote to approve the minutes of the Formal Board of
Directors’ meeting of April 28, 2011.

6.

OPPORTUNITY FOR MEMBERS OF THE PUBLIC WHO WISH TO ADDRESS
THE BOARD ON MATTERS WITHIN THE BOARD’S JURISDICTION
The following members of the public spoke:
1.
Tal Finney of the Dongell, Lawrence Finney firm from Los Angeles, California.
2.
Nathan Hamler of the Mintz Levin firm from San Diego, California.
3.
Bill Walsh of the W. Walsh Company, Inc. from Attleboro, Massachusetts.
All three speakers spoke on the San Vicente Tunnel Pipeline Project.

7.

PRESENTATIONS AND PUBLIC HEARINGS
7-A Recognition of Angela Tomayko, Administrative Assistant, employee of the 3rd
quarter.
Ms. Tomayko was recognized as employee of the 3rd quarter.
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8.

REPORTS BY CHAIRS
8-A Chairs report: Chair Hogan. Chair Hogan announced resulting from the April
Board meeting discussion; he had formed a five member Per Diem Policy Work
Group. The members are Tom Wornham, Chair, and Directors Croucher,
Ferguson, K. Williams and Wilson. The Work group would report back to the
Board on any policy recommendations. He stated the Board Retreat outcome
matrix would be distributed to the Board that afternoon. He reviewed his recent
trip to Sacramento. He reminded the Board to complete the General
Manager/General Counsel reviews, and of the upcoming Legislative Roundtable
on June 17, 2011.
8-B

Report by Committee Chairs.
Imported Water Committee. Director Watton reviewed the meeting, no action
was taken.
Legislation, Conservation and Outreach Committee. Director Saxod reviewed the
meeting and the action taken.
Engineering and Operations Committee. Director Dailey reviewed the meeting
and stated there was no reportable action.
Water Planning Committee. Director Dion reviewed the meeting.
Administrative and Finance Committee. Director Bond reviewed the meeting
and the actions taken.

9.

CONSENT CALENDAR
Director Mudd moved, Director Tu seconded, and the motion carried at 87.11% of the
vote to approve the consent calendar. Directors voting no or abstaining are listed under the item
number.
9- 1.

The Board adopted positions on various state bills.
1. Adopted a position of Support, if amended, on AB 229 (Lara)
2. Adopted a position of Support on SB 215 (Huff)
3. Adopted a position of Support and seek amendments on SB 607 (Walters)

9- 2.

Professional services contract with Pure Technologies US Inc. for acoustic fiber
optic cable monitoring services on Pipelines 3, 4, 5 and Crossover Pipeline.
The Board authorized the General Manager to award a professional services
contract to Pure Technologies US Inc., for an amount not-to-exceed $3,998,690 to
provide acoustic fiber optic cable monitoring services through June 30, 2016, with
payments contingent upon Board approval of the General Manager’s Operating
Budgets.
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9- 3.

Professional services contract with HDR Engineering, Inc., for Corrosion Engineer
and Corrosion Technician Support Services.
The Board authorized the General Manager to award a professional services
contract to HDR Engineering, Inc. to provide corrosion engineer and corrosion
technician support services for an amount not-to-exceed $1,700,000, and for up to
a three-year term, with payments contingent upon Board approval of the General
Manager’s Operating Budgets.

9- 4.

Treasurer’s report.
The Board noted and filed the monthly Treasurer’s report.

9- 5.

Resolution setting a Public Hearing date for the Water Authority’s proposed
calendar year 2012 Rate and Charge increases.
The Board adopted Resolution Number 2011-11 setting the time and place for a
public hearing on June 23, 2011, at 9:00 a.m., or as soon thereafter as may
practicably be heard, during the Administrative and Finance Committee meeting, to
receive comments regarding establishing a Melded Supply Rate, a Melded Treatment
Rate, a Transportation Rate, the Special Agricultural Water Program rates, a
Customer Service Charge, a Storage Charge and an Infrastructure Access Charge to
be effective January 1, 2012 for calendar year 2012.

10.

ACTION/DISCUSSION
There were no items under Action/Discussion.

11.

CLOSED SESSION(S)

11-A

CLOSED SESSION:
Conference with Legal Counsel – Existing Litigation
Government Code §54956.9(a) – SDCWA v Metropolitan Water District of
Southern California;
Case No. BS126888 (transferred to San Francisco – CPF-10-510830)

11-B

CLOSED SESSION:
Conference with Legal Counsel – Consideration of Initiation of Litigation
Government Code § 54956.9(c) – One Case

11-C

CLOSED SESSION:
Conference with Legal Counsel - Potential Litigation
Government Code §54956.9(b)(1) – OMWD – Elfin Forest Reserve

Mr. Hentschke took the Board into Closed Session at 3:45 p.m. on item 11-B. Mr.
Hentschke brought the Board out of Closed Session at 3:46 p.m. and stated there was no
reportable action.
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12.

Action following Closed Session.

13.
SPECIAL REPORTS
13-A GENERAL MANAGER’S REPORT – Ms. Stapleton announced a 5-acre fire had
happened that afternoon at the San Vicente construction site, the fire was quickly brought
under control.
13-B GENERAL COUNSEL’S REPORT – No report was given.
13-C SANDAG REPORT – Director Muir reviewed the recent meeting.
SANDAG BORDERS/REGIONAL PLANNING COMMITTEE – Director H. Williams
announced there was nothing to report.
13-D AB 1234 COMPLIANCE REPORTS – No reports were given.
14.

OTHER COMMUNICATIONS - None.

15.

ADJOURNMENT
There being no further business to come before the Board, Chair Hogan
adjourned the meeting at 3:50 p.m.

__________________________________
Michael T. Hogan, Chair

_______________________________
Richard K. Smith, Secretary

_______________________________
Doria F. Lore, Clerk of the Board
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June 15, 2011

Attention:

Board of Directors

CLOSED SESSION:
Public Employee Performance Evaluation
Government Code §54957 - Title: General Manager

Purpose
This memorandum is to recommend that the Board hold a closed session, pursuant to
Government Code §§54957 to discuss the above-referenced matter at the June 23, 2011, Board
meeting.

Prepared by: Daniel S. Hentschke, General Counsel
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June 15, 2011

Attention:

Board of Directors

CLOSED SESSION:
Public Employee Performance Evaluation
Government Code §54957 - Title: General Counsel

Purpose
This memorandum is to recommend that the Board hold a closed session, pursuant to
Government Code §§54957 to discuss the above-referenced matter at the June 23, 2011, Board
meeting.

Prepared by: Daniel S. Hentschke, General Counsel
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June 15, 2011

Attention:

Board of Directors

General Counsel’s Report – May/June 2011
Purpose
This report discusses certain legal matters receiving attention during the months of May-June
2011.
Significant Developments in Pending Litigation
On June 10, 2011 Traylor Shea Joint Venture filed a breach of contract lawsuit against the Water
Authority on its claims related to Reach 4W and Reach 4E(A) of the San Vicente to Second
Aqueduct Pipeline project. The lawsuit has not yet been served on the Water Authority. A
closed session to discuss this lawsuit and related litigation matters has been scheduled for the
June 23 meeting of the Engineering and Operations Committee.
A case management conference in the litigation challenging the water rates imposed by the
Metropolitan Water District is scheduled for June 17, 2011. A closed session to discuss this
lawsuit and related litigation matters has been scheduled for the June 23 meeting of the Imported
Water Committee.
On April 29, 2011 the Water Authority filed a breach of contract lawsuit against the design,
construction, and supply contractors for the pump station and electrical generating facility at
Lake Hodges. The lawsuit, San Diego County Water Authority v. MWH Americas Inc., et al.,
case no. 37-2011-00090504-CU-BC-CTL, has been assigned to Judge William R. Nevitt, Jr. in
Department C-64 of the San Diego Superior Court. The Water Authority is in the process of
serving the summons and complaint.
Special Counsel Expenditures
Funds approved for payments to special counsel during May-June 2011 from the General
Counsel’s Operating Budget totaled $73,001.78 for work related to the Metropolitan rate dispute,
RSI mediation, bond counsel services and QSA litigation. In addition, $3,400.00 was approved
for payment to special counsel from the Conservation Operating Budget for work related to a
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copyright matter, and $81,717.13 was approved for payment to special counsel from Water
Resources Operating Budget for work related to proposed desalination. CIP expenditures during
May-June 2011 were $42,147.72 for work related to the Olivenhain-Lake Hodges Pump Storage
Project. The combined payments for fiscal years 09/10 and 10/11 from the General Counsel’s
Operating Budget for legal services are $2,969,545.12. The combined payments for fiscal years
09/10 and 10/11 from the CIP Budget for legal services are $2,978,843.54.

Prepared by: Daniel S. Hentschke
Attachment: Special Counsel Expenditure Report
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General Counsel's Office
Special Counsel Expenditure Report
(May-June 2011)
Special Counsel

Project

Total $ Expended
OP Budget
FYs 08 & 09 (Fees & Invoices
Costs)
Approved for
Payment this
Period

Total $ Expended FYs
CIP Budget
10 & 11 (Fees & Costs)
Invoices
Approved for
Payment this
Period

ADR Services (Hon. A. Olivenhain Mediation
Joseph, Mediator)
Bayerisch Landesbank Commercial Paper Notes,
Series 1 *
Best, Best & Krieger
EEOC Claim *
Personnel Issues *

$2,075.00

(OP)

$8,154.70

(OP)

$5,592.22 (OP)

$14,178.13

(OP)

$14,482.37 (OP)

$6,285.81

(OP)

$1,489,091.11
$1,174,596.72

(OP)
(CIP)

$4,504.33
$25,403.28

(OP)
(CIP)

$1,071.11

(OP)

$257,668.39

(OP)

$223,683.57

(OP)

$460,047.96

(OP)

$3,000.00 (OP)
$5,719.00 (OP)
$691.70 (OP)

Retirement Matters
Brownstein, Hyatt,
Farber, Schreck

IID/SDCWA Transfer
General Legal Matters (As
Assigned)
QSA Litigation

$1,629,568.85 (OP)

$35,010.42

Federal Clean Air Act
Challenge / QSA
Audit Letter
POWER v. IID

$1,845.18 (OP)
1*

$22,598.70 (CIP)

POWER II 1 *

$51,399.18 (CIP)

1*

$2,035.90 (CIP)

POWER III

Drought Management Plan
Transfer *

$28,207.29 (OP)

Price Reset

$12,150.43 (OP)

Metropolitan Rates

$21,756.80

Chapman and Cutler

Commercial Paper Notes,
Series 1 *

Colantuono & Levin

Metropolitan Rates

Daley & Heft

SDCWA v.
Atlantica/Deluca *

$15,862.59 (OP)

$7,582.90

(OP)

SDCWA v. NIAC *
Lake Hodges Project *

$60,376.30 (OP)
$1,650.66 (CIP)

$47,695.98

(OP)

Rancho Penasquitos
Pressure Control
Hydroelectric Facility
Project *

$735.00 (CIP)

$187.50
$118.50

(CIP)
(OP)

$2,758.00 (CIP)

$4,012.50

(CIP)

$35,354.00 (CIP)

$7,956.61

(CIP)

$9,000.00

(CIP)

Don Detisch, Law
Offices of
Duncan & Allen

San Vicente FERC Project

Frank, Lynn S.
(Mediator)
*

Olivenhain/Lake Hodges
FERC Proj.
TOV WTP *

$20,000.00 (OP)

Concluded matters or assignments.
_______________________________
1

POWER
litigation
Page
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563 costs charged to the CIP and reimbursable by DWR
2

$250
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Budget Allocation
FYs 10 & 11 for
Legal Services
$4,250,000.002

Board of Directors
General Counsel's Report - May-June 2011
Page 2

Special Counsel

Project

Hanson Bridgett
Hawkins, Delafield &
Wood

Employee Benefits *
Proposed Desalination
Proj.

Howard Rice
Nemerovski Canady
Falk & Rabkin
JAMS
Jenkins & Hogin
Liebert Cassidy
Whitmore
Mandell Municipal
Counseling
McKenna Long &
Aldridge

TOV WTP *
Metropolitan Rates

Olivenhain Mediation *

Reilly & Associates
Richards Watson &
Gershon
Shearman & Sterling
Townsend
Wiener, Howard
(Mediator)
Total:
*

(OP)

$11,522.50 (OP)
$61,554.48 (OP)

$14,157.40

4

(OP)

$300,408.57 (CIP)
$2,398.48 (CIP)

$749,193.84

(CIP)

$$638.50 ((OP))

$$292.00

((OP))

$498,562.99

(CIP)

$2,760.88

(CIP)

$18,401.14

(OP)

$1,653.00 (CIP)
$162,856.21 (CIP)

$76,788.61 (OP)

Copyright

Commercial Paper Notes,
Series I *
Trademark *
MWD RSI Mediation

(OP)

(OP)
(OP)

$4,362.10 (CIP)

IRS Audit Matters
Traylor/Shea Joint Venture
(TSJV)
Multiple Tunnel Shift Pay
Audit Letter
Personnel Issue
Water Conveyance Dispute

$42,147.72

$13,234.56
$3,400.00

5

$2,208.00

5

(OP)

$48,545.26 (OP)

$3,940.54

(OP)

$215,306.41 (CIP)

$11,126.25
$270,570.25

(OP)
(CIP)

$148,617.63 (CIP)

$190,459.15
$547.50
$11,160.00
$46,139.82

(CIP)
(OP)
(OP)
(CIP)

4

Budget Remaining
in FYs 10 & 11

$9,000.00 (OP)

$3,000.00
$2,062,967.74 (OP)
$1,179,338.55 (CIP)

$73,001.78

$13,471.27
$6,000.00

(OP)
(OP)

$42,147.72 $2,969,545.12
$2,978,843.54

(OP)
(CIP)

Concluded matters or assignments.

_______________________________

¹ Includes Bond Counsel Services for QSA issues, revenue debt, IRS audit and proposed desalination project
2
$250,000 has been allocated to MWD Programs and $250,000 has been allocated to Finance
3
Not included in totals, legal expenses related to proposed desalination project are coming out of Water Resources budget, not GC budget
4
5

Budget Allocation
FYs 10 & 11 for
Legal Services
$4,250,000.002

(OP)

$2,127.71

Adams Valves v. SDCWA *

Terminal Pay Plans *

3

$76,687.50
$2,117.50

$98,367.45 (CIP)

Bond counsel services¹

$675,120.90

$7,842.57 (OP)

Moreno Lakeside Pipeline Construction contractHartford v. SDCWA *

Olivenhain-Lake Hodges
Pump House
San Vicente Dam Raise

3

$312,676.22

$1,476.00 (OP)

San Vicente Pump Station *

$81,717.13

CIP Budget
Total $ Expended FYs
Invoices
10 & 11 (Fees & Costs)
Approved for
Payment this
Period

$127,487.76 (CIP)

Capacity Charge Matter *

Audit Letter

Procopio Cory
Hargreaves & Savitch

$48,103.89 (OP)
$1,349.50 (CIP)

IID Arbitration *
Conflict of Interest/Open
Meeting Law Compliance *
Personnel Issue

TOV WTP
Coachella Canal Lining
Project *

Orrick Herrington &
Sutcliff LLP
Owen Wickersham &
Erickson
Pillsbury Winthrop
Shaw Pittman

Total $ Expended
OP Budget
FYs 08 & 09 (Fees & Invoices
Costs)
Approved for
Payment this
Period

Not included in totals, legal expenses related to personnel issue are coming out of Human Resources budget, not GC budget

Not included in totals, legal expenses related to copyright matter are coming out of Conservation budget, not GC budget
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$1,280,454.88

