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Operations and Maintenance crews prepare to install a pump to drain out the San Vicente Pipeline
at the West Shaft in order to walk and visually inspect the pipeline, the first inspection since the
project was completed.

NOTICE TO THE PUBLIC
BOARD OF DIRECTORS’ AND STANDING COMMITTEES’
REGULAR MEETING
NOVEMBER 29, 2012
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 November 29, 2012. The Special Board meeting 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 Special Board meeting is completed.
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.

4.

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 such
items prior to the vote unless an item is removed for discussion. If a member of the public wishes to
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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
NOVEMBER 29, 2012

MORNING SESSION

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

Administrative & Finance
Engineering & Operations
Legislation, Conservation & Outreach
Water Planning
Imported Water

Estimated time:
Estimated time:
Estimated time:
Estimated time:
Estimated time:

LUNCHEON FOR DIRECTORS

12:00 p.m. to 1:00 p.m.

AFTERNOON SESSION

1:00 p.m. to 3:00 p.m.

SPECIAL BOARD MEETING

1:00 p.m.

FORMAL BOARD MEETING

3:00 p.m.

*

40 minutes
20 minutes
15 minutes
15 minutes
1 hour 10 minutes

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 Special Board meeting will
commence at 1:00 p.m. The Formal Board meeting will start no earlier than 3:00 p.m.,
or following the conclusion of the Special Board meeting.
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ADMINISTRATIVE AND FINANCE COMMITTEE
AGENDA FOR
NOVEMBER 29, 2012

Barbara Wight – Chair
Jim Bond – Vice Chair
Gary Croucher – Vice Chair
Gary Arant
Roger Bailey
Brian Brady
Mitch Dion

I.

Farrah Douglas
Frank Hilliker
Hershell Price
Javier Saunders
Richard Smith
Robert Topolovac
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.
4-B
Final report on Administrative and Finance Committee’s Goals for
2011 and 2012.

CONSENT CALENDAR
1.

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

Tracy McCraner

2.

Vote Entitlement Resolution for Calendar Year 2013.
Staff recommendation: Adopt Resolution No. 2012-___ establishing
the vote and representative entitlements of each member agency
effective January 1, 2013. (Action)

Rod Greek

3.

Fiscal Years 2012 and 2013 additional litigation expenses.
Staff recommendation: Amend the General Counsel’s Fiscal Year
2012 and 2013 Department Budget by an amount not-to-exceed $3.5
million for additional litigation expenses. (Action)

Lisa Celaya
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4.

II.

Amendment to Professional services contract with Mercer Health and
Benefits, LLC, to increase the amount by $150,000 and extend the
term by 30 months for providing Health Insurance Broker Services.
Staff recommendation: Authorize execution of an amendment in the
amount of $150,000, for a total contract amount not-to-exceed
$300,000 and extending the term by 30 months. (Action)

Tim Clement

ACTION/DISCUSSION

III.

David Shank

1.

Annual Statement of Investment Policy and continue to delegate
authority to the Treasurer to invest Water Authority funds for
calendar year 2013.
Staff recommendation: Adopt the Annual Statement of Investment
Policy and continue to delegate authority to the Treasurer to invest
Water Authority funds for calendar year 2013. (Action)

2.

Professional services contract with Carollo Engineers Inc. for a Cost of David Shank
Service Study.
Staff recommendation: Authorize the General Manager to award a
professional services contract to Carollo Engineers Inc. for an amount
not-to-exceed $106,000 for a cost of service study. (Action)

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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November 21, 2012

Attention:

Administrative and Finance Committee

Final Report on Administrative and Finance Committee’s Goals for 2011 and 2012
Purpose
The attached final report summarizes activities performed in support of the Administrative and
Finance Committee’s Goals for 2011 and 2012.
Background
The Administrative and Finance Committee is responsible for administrative and finance matters
including rates, fees, charges, and other sources of revenue; budget; monthly financial reporting;
investments; human resources; employer-employee relations; information technology; insurance;
risk management; and other matters of general business operations.
Previous Board action: The Board adopted the Administrative and Finance Committee Goals for
2011 and 2012 on March 24, 2011. On July 20, 2011, the Board amended the goals to reflect
issues addressed at the March 31, 2011 Board retreat. The Committee reviewed a progress
report on the Administrative and Finance Committee’s goals at its January 26, 2012 meeting.
Discussion
The attached final report lists the Administrative and Finance Committee Goals for 2011 and
2012 and provides the activities taken to achieve the goals. The goals were prepared under the
direction of the Administrative and Finance Committee Chair and Vice Chairs.

Prepared by:
Prepared by:
Prepared by:
Reviewed by:

Marilyn L. Young, Director of Administrative Services
Tracy M. McCraner, Director of Finance
Susan L. Leone, Director of Human Resources
Barbara Wight, Chair, Administrative and Finance Committee

Attachment: Final Report on Administrative and Finance Committee’s Goals for 2011 and 2012
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Final Report on Administrative and Finance Committee Goals
Calendar Years 2011 and 2012

Business Plan Goals
Workforce Management
Union Agreements – Approve memoranda of understanding with bargaining groups. (July 2012
– BP # 1)
Activities: The Board of Directors approved memoranda of understanding with all three
bargaining groups, effective July 2012.
Financial Planning
1. Maintain Financial Integrity—The Water Authority’s existing credit ratings
provide ongoing benefit to ratepayers. The committee intends to maintain the
financial integrity of the Water Authority by recommending budget and rate actions
consistent with existing credit ratings and Board-adopted financial policy goals. (June
2011 and June 2013 – BP #1 and 5)
Activities: The budget and rate actions described here and in the following sections
represented a prudent mix of expenditure reductions and revenue increases, balancing
long-term credit worthiness against ratepayer impacts. Adopted rates and charges for
calendar year 2012 are not expected to result in financial metrics for debt service
coverage and reserve levels that meet Board-adopted policies. Deviation from these
policies is considered acceptable only on a short-term basis. In addition, the
Administrative and Finance Committee approved two debt refunding transactions 2011A
(on June 23rd) and 2011B (on August 25th) of existing debt resulting in net present value
savings of $18.7 million.

2. Liquidity Facility – Address expiring liquidity facilities for the Water Authority’s
Series 2 and 3 Commercial Paper (e.g. renegotiate, replace, etc.) (December 2012 –
BP #4)
Activities: On March 24, 2011, the Administrative and Finance Committee approved a
strategy for dealing with expiring liquidity facilities which back the Water Authority’s
$460 million Commercial Paper program. At this meeting the Committee also approved
the renegotiation of an existing facility and the replacement of expiring facilities. On June
23, 2011, the Committee approved the issuance of a 5-year fixed-rate note to refund $100
million in Commercial Paper notes.
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Other Goals
1. Budget – Adopt the multi-year budget for fiscal years 2012 and 2013. (June 2011)
Activities: On January 27, 2011, the Administrative and Finance Committee provided
Board input related to development of the upcoming biennial budget. After receiving the
General Manager’s recommended budget on May 26th, the Committee held two special
committee meetings on June 7th and June 9th to discuss in detail both the Operating and
Capital budgets, reviewing staff’s extensive responses to specific Board questions. On
June 23, 2011, the Committee concluded consideration of the budget. It then
recommended and the Board adopted the multi-year budget for fiscal years 2012 and
2013. The adopted budget is responsive to the “new normal” conditions with 16%
reduction in total budgeted expenditures, 42% reduction in budgeted CIP expenditures,
and a 16% reduction in budgeted FTE’s vs. peak staffing levels in 2008.
2. Rates – Adopt rates and charges for calendar year 2012 and calendar year 2013. (June
2011 and June 2012)
Activities: On February 24, 2011, the Administrative and Finance Committee considered
a 5-year high/low rate forecast developed by staff for member agency budgeting and
planning purposes. After receiving the General Manager’s recommended calendar year
2012 rates and charges on May 26, 2011, the Committee held a public hearing on June
23rd to receive public input. After the public hearing, the Committee recommended and
the Board approved adoption of calendar year 2012 rates and charges which reflected an
increase of 7.5% and 7.7% in the cost of untreated and treated water respectively.
On May 24, 2012, the Committee held a public hearing for the calendar year 2013 rates
and charges and on June 28, 2012, the Board adopted calendar year 2013 rates and
charges. The adopted calendar year 2013 rates and charges increased the estimated per
acre foot cost of water by 9.6% and 9.7% for untreated and treated water, respectively.
Key drivers of rates and charges continue to be reduced sales volumes, increases in the
cost of water from MWD and IID, and increasing debt service associated with CIP
borrowing.
3. Fiduciary Responsibility – Select third-party Administrator for Defined Contribution
Plan. (January 2012)
Activities: The Board approved Resolution No. 2012-02 adopting the Amended and
Restated Water Authority’s 401(a) and 457(b) deferred compensation plans, terminating
The Hartford and Reliance Trust Company agreements, and appointing TIAA-CREF as
record keeper and JP Morgan Chase as custodian for the plans and establishing a
qualified 457(b) Roth Program.
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4. Business Insurance - Approve business insurance renewal for general liability, property,
and workers’ compensation programs. (June 2011)
Activities: Cost effective renewals for all three lines of business insurance were
negotiated by staff and approved by the Administrative and Finance Committee on June
23, 2011.
5. Fiscal Sustainability—Frame, prioritize and address the various issues raised at the
Board retreat related to fiscal sustainability. This includes issues such as demand growth
within the service area, management of local supply development and impacts on Water
Authority demand (“roll-off”), responsibility for existing long-term financial
commitments, long-term water purchase contracts, rates and charges, and financial
policies. (June 2012)
Activities: On November 30, 2011, the Administrative and Finance Committee was
provided an introductory presentation from staff on the Fiscal Sustainability project.
The workgroup was temporarily suspended due to the departure of the Director of
Finance in February 2012. This workgroup will reconvene in 2013.
6. Member Agency Resource Sharing – Continue to work with member agencies to seek
opportunities for sharing resources. (June 2012)
Activities: Member Agencies were surveyed as to their interest in receiving assistance
for certain, specific services by the Water Authority. Outreach will continue towards
fulfilling agencies’ identified needs.
An internal working team has been established. The working team created a Member
Agency services brochure and developed internal procedures for providing services at
cost. Presentations were given to Member Agency General Managers as well as the
Water Authority Board in 2012. A few Member Agencies used the program for
expedited Environmental Permitting and many have used the Training Outreach Program
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November 21, 2012
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 October 31, 2012. 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 8, 2011. 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 76 percent currently invested in AAA rated or AAA/AA+ split-rated securities.
The AAA/AA+ split rating is due to Standard & Poor’s August 2011 downgrade of both the United
States and government agency credit ratings from AAA to AA+; while the other two credit rating
agencies (Fitch and Moody’s) have maintained the ratings at AAA. The Water Authority’s overall
portfolio yield decreased from 0.71 percent to 0.70 percent in October 2012 and continues to
exceed the investment benchmark of 0.17 percent in October 2012. 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.

_____________________________________
Tracy M. McCraner, Director of Finance/Treasurer
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PORTFOLIO MASTER SUMMARY
as of October 31, 2012

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
14.61%
20%
0.00%
15% - Minimum
16.07%
85%
54.09%
20%
0.00%
15%
0.00%
15%
0.00%
25%
9.66%
30%
0.00%
25%
5.42%
15%
0.15%
100.00%

Actual Amount
49,360,224
54,292,152
182,673,425
32,609,508
18,305,091
503,162
$
337,743,562
381
1,175,334
$
338,919,277
$

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

$

109,981,396
1,796,528
122,259,150
33,822,982
7
267,860,063
267,860,063

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):

$

38,946,844
18,385,750
12,240,775
69,573,369

Total Cash and Investments

$

676,352,709

$
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)

0.44%
651
475

0.52%
337
121

Debt Service
Reserve
2.64%
212
160

* "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, Equipment and Stored Water funds.
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Total *
0.70%
481
302

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
9.7%

as of October 31, 2012

JPA Pools
(CAMP)
5.4%

F u n d s

$100
LAIF
14.6%

FNMA
11.8%

$80

Money Market
0.1%

Millions

$60

Agencies
54.1%
Treasuries
16.1%

$40
$20

FHLMC
28.9%
FHLB
9.1%

FFCB
4.3%

$0-3 Month

3-6 Month

6-9 Month

9-12 Month

Po r t fo l i o Yi e l d : N o v. 2 0 1 1 - O c t . 2 0 1 2

1-2 Year

2-3 Year

3-5 Year

Credit Qualit y

Pooled Funds

1.0%

% OF PORTFOLIO
US Treasury (AAA/AA+)
Agency (AAA/AA+)
Other (AAA)*
AA**
not rated ***

0.5%

October

September

August

July

June

May

April

March

February

January

December

November

0.0%

16.1%
54.1%
5.5%
9.7%
14.6%
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 A-

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

*** Includes LAIF, which is part of the state investment pool, and is
not rated

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

3%

Reinvestment/
(Use) of Liquid
Funds

Projected Cash
& Investments

2%

Pooled Funds
12.82

348.24

Dec 12

-

41.95

35.23

6.72

354.96

Jan 13

-

39.94

27.92

12.02

366.98

Feb 13

-

30.19

22.22

7.96

374.94

Mar 13

-

34.23

25.40

8.83

383.77

Apr 13

83.70

40.81

102.05

22.46

322.53

0%

9/28/2012

30 Yr.

34.88

7 Yr.

44.20

1%

10 Yr.

3.50

338.92

5 Yr.

Nov 12

$

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

Oct 12

10/31/2012

Bond/CP Fund
Oct 12

$ 267.86

Nov 12

5.60

0.11

11.29

(5.57)

256.69

Dec 12

10.81

0.11

15.47

(4.56)

241.33

Jan 13

8.40

0.10

16.90

(8.40)

224.53

Feb 13

10.47

0.09

13.93

(3.37)

210.70

Mar 13

6.10

0.09

10.83

(4.64)

199.95

Apr 13

5.90

0.08

9.60

(3.61)

190.44

* Numbers mayPage
not foot
13 ofdue
656to rounding

Market Notes

O

n October 24th, the FOMC
maintained the target for the federal
funds rate at a range of 0-25 basis points.
The next meeting is December 12th.

SDCWA - Fiscal Year 2013
Portfolio Management

Page 1

Portfolio Details - Investments
October 31, 2012
CUSIP

Investment #

Issuer

Average
Balance

Purchase
Date

Par Value

Market Value

Book Value

18,305,090.91
4,336,554.51
29,486,427.60
18,385,750.00
0.00
0.00
503,162.19
49,360,223.58
122,259,149.91
12,240,775.00
57,790.18

18,305,090.91
4,336,554.51
29,486,427.60
18,385,750.00
0.00
0.00
503,162.19
49,360,223.58
122,259,149.91
12,240,775.00
57,790.18

18,305,090.91
4,336,554.51
29,486,427.60
18,385,750.00
0.00
0.00
503,162.19
49,360,223.58
122,259,149.91
12,240,775.00
57,790.18

254,934,923.88

254,934,923.88

254,934,923.88

3,500,000.00
1,200,000.00
11,000,000.00
1,800,000.00
11,000,000.00
5,000,000.00
1,000,000.00

3,491,207.22
1,197,210.00
10,979,375.00
1,796,528.00
10,962,190.56
4,982,750.00
996,775.00

3,491,207.22
1,197,210.00
10,979,375.00
1,796,528.00
10,962,190.56
4,982,750.00
996,775.00

34,500,000.00

34,406,035.78

34,406,035.78

5,285,000.00
4,000,000.00
5,000,000.00
900,000.00
1,250,000.00
2,315,000.00
3,000,000.00
1,500,000.00
1,700,000.00
15,000,000.00
14,000,000.00
38,865,000.00

5,296,309.90
4,159,520.00
4,994,712.50
918,945.00
1,255,100.00
2,326,088.85
3,006,930.00
1,513,710.00
1,706,018.00
15,014,100.00
13,996,360.00
38,905,030.95

5,285,710.83
4,132,920.00
4,993,912.50
959,886.00
1,273,825.00
2,364,402.10
3,019,560.00
1,544,775.00
1,710,302.00
15,001,110.00
13,990,228.00
38,889,053.94

Stated
Rate

S&P

YTM Days to
365 Maturity

Maturity
Date

Managed Pool Accounts
CASH35
CASH37
CASH45
CASH07
CASH43
CASH31
CASH11
CASH13
CASH41
CASH17
CASH33

73
6004
4004
205
4001
6001
0002
72
4002
204
208

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

07/01/2012

271,572,629.22

0.210
0.210
0.210
5.810
0.090
0.090
0.090
0.330
0.330
5.550
0.001

AAA
AAA
AAA
AAAAA
AAA
AAA

AA+
AAA

0.210
0.210
0.210
5.810
0.090
0.090
0.090
0.330
0.330
5.550
0.001

1
1
1
1
1
1
1
1
1
1
1

0.951

1

0.351
0.318
0.257
0.331
0.476
0.476
0.442

20
208
235
0
176
194
208

0.379

174

0.392
0.948
0.315
0.954
0.540
0.527
0.527
0.436
0.405
0.365
0.335
0.220

403
1,457
714
195
102
112
113
158
176
176
545
285

Commercial Paper - Discount
36959HLM7
36959HSU2
36959HTQ0
36959HL13
89233GRS7
89233GSE7
89233GSU1

10043
10064
10067
6199
10059
10063
10065

GENERAL ELECTRIC CAPITAL CORP.
GENERAL ELECTRIC CAPITAL CORP.
GENERAL ELECTRIC CAPITAL CORP.
GENERAL ELECTRIC CAPITAL CORP.
TOYOTA MOTOR CREDIT CORP.
TOYOTA MOTOR CREDIT CORP.
TOYOTA MOTOR CREDIT CORP.
Subtotal and Average

02/29/2012
08/31/2012
09/27/2012
03/29/2012
07/31/2012
08/17/2012
08/31/2012

34,406,035.78

0.340
0.310
0.250
0.320
0.460
0.460
0.430

AA+
AA+
AA+
AA+
AAAAAA-

11/21/2012
05/28/2013
06/24/2013
11/01/2012
04/26/2013
05/14/2013
05/28/2013

Federal Agency - Coupon
31331K2M1
31331JX32
3133EA4S4
31331QK22
31331JDT7
31331JBV4
31331KCP3
31331GVD8
313373KA9
3133766Q3
3133797H6
313376WB7

10045
10048
10070
4048
4062
4063
4064
4073
10036
10037
10051
213

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
FEDERAL FARM CREDIT BANK
FEDERAL HOME LOAN BANK
FEDERAL HOME LOAN BANK
FEDERAL HOME LOAN BANK
FEDERAL HOME LOAN BANK

03/29/2012
04/19/2012
10/25/2012
04/06/2011
05/19/2011
05/19/2011
05/19/2011
07/26/2011
10/12/2011
10/31/2011
04/30/2012
07/31/2012

0.400
1.700
0.250
4.150
1.650
1.750
0.900
2.200
0.800
0.370
0.300
0.280

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

12/09/2013
10/28/2016
10/16/2014
05/15/2013
02/11/2013
02/21/2013
02/22/2013
04/08/2013
04/26/2013
04/26/2013
04/30/2014
08/13/2013

Portfolio CWA2
CC
Run Date: 11/02/2012 - 09:41
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Portfolio Details - Investments
October 31, 2012
CUSIP

Investment #

Issuer

Average
Balance

Purchase
Date

Par Value

Market Value

Book Value

03/29/2011
03/31/2011
03/31/2011
04/06/2011
04/20/2011
04/21/2011
05/06/2011
05/25/2011
06/29/2011
10/13/2011
10/31/2011
01/28/2011
02/24/2011
03/30/2011
10/12/2011
11/30/2011
03/29/2012
06/28/2012
07/19/2012
07/25/2012
08/16/2012
09/18/2012
10/17/2012
03/29/2011
03/31/2011
04/06/2011
05/19/2011
05/25/2011
07/26/2011
10/13/2011
10/13/2011
04/26/2012
04/26/2012
06/25/2012
06/25/2012
07/12/2012

3,025,000.00
2,900,000.00
4,100,000.00
3,800,000.00
5,000,000.00
5,000,000.00
6,100,000.00
2,205,000.00
3,600,000.00
1,260,000.00
5,000,000.00
13,000,000.00
8,000,000.00
7,000,000.00
13,000,000.00
8,000,000.00
5,000,000.00
10,000,000.00
5,000,000.00
5,000,000.00
5,000,000.00
10,000,000.00
5,000,000.00
3,000,000.00
2,966,000.00
3,500,000.00
3,400,000.00
3,800,000.00
4,400,000.00
7,600,000.00
2,080,000.00
3,000,000.00
3,000,000.00
5,000,000.00
5,000,000.00
10,000,000.00

3,260,042.50
2,993,467.00
4,216,809.00
3,840,660.00
5,013,900.00
5,009,350.00
6,126,779.00
2,209,123.35
3,606,732.00
1,325,520.00
5,218,650.00
13,100,880.00
8,052,960.00
7,046,340.00
13,086,060.00
8,260,480.00
5,012,000.00
10,026,500.00
5,013,250.00
5,013,250.00
5,013,250.00
11,585,000.00
5,792,500.00
3,238,680.00
3,139,511.00
3,605,385.00
3,430,090.00
3,800,646.00
4,429,128.00
7,688,236.00
2,095,308.80
3,040,890.00
3,018,420.00
5,175,100.00
5,312,550.00
10,061,400.00

3,386,517.75
3,040,360.00
4,212,696.70
3,872,420.40
5,078,150.00
5,094,591.95
6,228,405.00
2,249,128.67
3,667,788.00
1,348,086.60
5,442,150.00
13,259,350.00
8,120,960.00
7,101,710.00
13,243,100.00
8,360,400.00
5,002,700.00
10,021,330.00
5,015,150.00
5,017,600.00
5,006,610.00
11,671,200.00
5,820,230.00
3,328,020.00
3,266,678.25
3,771,845.00
3,624,978.00
3,805,396.00
4,490,732.40
7,638,912.00
2,075,944.00
3,047,850.00
3,013,080.00
5,167,000.00
5,312,250.00
10,058,800.00

Stated
Rate

S&P

YTM Days to
365 Maturity

Maturity
Date

Federal Agency - Coupon
3133XLDG5
3133XSP93
3133XWKV0
3133XXYX9
3133XW7L7
3133XVNT4
3133XWX87
3133XVNT4
3133XVNT4
3133XUMR1
3133XGJ96
3128X9D56
3137EACJ6
3137EACJ6
3137EACJ6
3137EACB3
3137EACX5
3134G23H3
3137EADD8
3137EADD8
3137EADD8
3137EAAD1
3137EAAD1
3134A4UU6
3128X2TM7
3134A4TZ7
3134A4SA3
3134G1WT7
3137EACJ6
3134G2UA8
3134G2WG3
3135G0BJ1
3135G0DW0
31398A4M1
3135G0BA0
3135G0DW0

4042
4044
4046
4049
4053
4054
4058
4066
4071
4076
4078
10024
10025
10026
10035
10041
10044
10055
10057
10058
10062
10066
10069
4043
4045
4050
4061
4065
4074
4075
4077
10049
10050
10053
10054
10056

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 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.
FEDERAL NATION MORTAGE ASSOC.
FEDERAL NATION MORTAGE ASSOC.
FEDERAL NATION MORTAGE ASSOC.

5.375
3.125
2.375
1.875
1.500
1.750
1.750
1.750
1.750
3.250
5.250
1.720
1.625
1.625
1.625
2.500
0.375
0.500
0.500
0.500
0.500
5.250
5.250
5.000
5.000
4.500
4.500
0.515
1.625
1.000
0.750
1.125
0.625
1.625
2.375
0.625

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

1.539
1.295
1.421
1.000
0.595
0.594
0.597
0.455
0.453
0.817
0.485
0.804
0.910
0.905
0.380
0.604
0.341
0.335
0.389
0.370
0.450
0.535
0.518
1.580
1.341
1.036
0.482
0.420
0.420
0.818
0.817
0.386
0.450
0.612
0.704
0.368

589
407
498
232
76
43
127
43
43
680
316
161
165
165
165
538
363
348
897
897
897
1,264
1,264
621
455
256
75
25
165
657
690
603
728
1,089
1,257
728

06/13/2014
12/13/2013
03/14/2014
06/21/2013
01/16/2013
12/14/2012
03/08/2013
12/14/2012
12/14/2012
09/12/2014
09/13/2013
04/11/2013
04/15/2013
04/15/2013
04/15/2013
04/23/2014
10/30/2013
10/15/2013
04/17/2015
04/17/2015
04/17/2015
04/18/2016
04/18/2016
07/15/2014
01/30/2014
07/15/2013
01/15/2013
11/26/2012
04/15/2013
08/20/2014
09/22/2014
06/27/2014
10/30/2014
10/26/2015
04/11/2016
10/30/2014
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Portfolio Details - Investments
October 31, 2012
CUSIP

Investment #

Average
Balance

Purchase
Date

Par Value

Market Value

Book Value

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.

08/09/2012
08/16/2012
03/29/2011
04/06/2011
04/28/2011
05/06/2011
05/12/2011
05/12/2011

8,000,000.00
5,000,000.00
4,000,000.00
5,100,000.00
2,000,000.00
3,900,000.00
5,100,000.00
4,700,000.00

8,280,160.00
5,030,700.00
4,135,040.00
5,141,565.00
2,111,760.00
3,907,137.00
5,137,179.00
4,727,307.00

8,288,384.00
5,031,850.00
4,125,560.00
5,186,088.00
2,165,020.94
3,913,143.00
5,115,453.00
4,690,882.00

323,351,000.00

329,422,520.85

331,544,187.03

15,000,000.00
10,000,000.00
10,000,000.00
8,000,000.00
5,000,000.00
5,000,000.00

15,107,820.00
10,241,410.00
10,176,560.00
8,429,376.00
4,980,538.68
5,088,280.00

15,329,296.88
10,313,671.88
10,110,937.50
8,471,944.00
4,984,143.68
5,082,226.56

63,265,637.14

53,000,000.00

54,023,984.68

735,824,986.48

665,785,923.88

672,787,465.19

Issuer

Stated
Rate

S&P

YTM Days to
365 Maturity

Maturity
Date

Federal Agency - Coupon
31398A4M1
3135G0DW0
31398AXJ6
31398AJ94
31359MUT8
3135G0AK9
31398A4N9
31398A6D9

10060
10061
4041
4047
4056
4057
4059
4060

Subtotal and Average

364,164,043.86

1.625
0.625
2.500
1.750
4.125
0.750
1.000
0.800

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

0.493
0.335
1.469
0.931
1.279
0.562
0.873
0.878

1,089
728
560
187
530
117
348
382

0.580

465

0.290
0.366
0.750
0.414
0.357
0.585

165
545
1,460
910
1,078
1,460

54,292,220.50

0.443

800

675,177,367.19

0.699

302

10/26/2015
10/30/2014
05/15/2014
05/07/2013
04/15/2014
02/26/2013
10/15/2013
11/18/2013

Treasury Securities - Coupon
912828MX5
912828KN9
912828RM4
912828MZ0
912828TT7
912828RM4

10034
10046
10047
10052
10068
10071

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

10/12/2011
03/29/2012
04/19/2012
06/25/2012
10/17/2012
10/25/2012

1.750
1.875
1.000
2.500
0.250
1.000

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

04/15/2013
04/30/2014
10/31/2016
04/30/2015
10/15/2015
10/31/2016
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Portfolio Details - Cash
October 31, 2012
CUSIP

Investment #

Average
Balance

Purchase
Date

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

07/01/2012

Issuer

Par Value

Market Value

Book Value

2,500.00
1,177,003.32
-4,168.86
0.00
3.10
3.79

2,500.00
1,177,003.32
-4,168.86
0.00
3.10
3.79

2,500.00
1,177,003.32
-4,168.86
0.00
3.10
3.79

666,961,265.23

673,962,806.54

676,352,708.54

Stated
Rate

S&P

YTM Days to
365 Maturity

Passbook/Checking Accounts
CASH01
CASH02
CASH03
CASH38
CASH39
CASH30

48
1000
1001
3000
4000
6000

Average Balance

0.00

Total Cash and Investments

735,824,986.48

07/01/2012
07/01/2012
07/01/2012

0.001

0.001

0.000
0.001
0.000
0.000
0.000
0.001

1
1
1
1
1
1

0.699

302

1

Portfolio CWA2
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Activity Summary
October 2011 through October 2012
Yield to Maturity
Month
End

October
November
December
January
February
March
April
May
June
July
August
September
October

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

2011
2011
2011
2012
2012
2012
2012
2012
2012
2012
2012
2012
2012

101
105
105
107
105
105
99
96
94
92
94
90
86

771,789,260.82
782,405,524.38
766,937,371.42
775,276,742.36
772,890,267.58
771,923,107.15
706,317,085.02
710,072,846.50
687,482,026.95
692,323,234.29
695,285,975.68
702,706,753.85
675,177,367.19

0.735
0.728
0.717
0.707
0.703
0.684
0.695
0.691
0.711
0.707
0.700
0.696
0.689

0.745
0.739
0.727
0.717
0.713
0.693
0.705
0.700
0.721
0.717
0.710
0.706
0.699

1.027
1.030
0.982
0.968
0.961
0.952
0.998
0.940
1.027
1.042
1.046
1.026
0.951

10
7
3
4
1
4
5
0
4
5
6
2
4

12
3
3
2
3
4
11
3
3
7
4
4
8

417
412
401
392
385
381
407
399
443
463
482
493
481

236
228
214
195
178
177
228
208
235
266
273
277
302

98

731,583,658.71

0.705%

0.715%

0.996

4

5

427

232

Average
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November 21, 2012
Attention: Administrative and Finance Committee
Adopt the Vote Entitlement Resolution for Calendar Year 2013. (Action)
Staff recommendation
Adopt the resolution establishing the vote and representative entitlements of each
member agency effective January 1, 2013.
Alternative
None.
Fiscal Impact
None.
Background
In 1997, an amendment to the County Water Authority Act (Act) changed the basis for
calculating member agency vote entitlement from assessed valuation of all property within the
Water Authority service area to the total financial contribution of each member agency. The
vote entitlement of each member agency is determined based on one vote for each $5 million of
total financial contribution. Total financial contribution includes all amounts paid in taxes,
assessments, fees, and charges paid to or on behalf of the Water Authority and the Metropolitan
Water District with respect to property located within the boundaries of member agencies. These
amounts include standby charges, capacity charges, infrastructure access charges, readiness-toserve charges, connection and maintenance fees, annexation fees and charges for water delivered
and sold to member agencies by the Water Authority. Total financial contribution excludes the
cost of water treatment. Each year the Board of Directors reestablishes the vote entitlements of
member agencies on January 1 based upon data from the recently completed fiscal year.
The Act provides for each member agency to have at least one representative on the Board of
Directors. Member agencies may also designate and appoint one additional representative for
each full five percent of Water Authority assessed value within the member agency service area.
Each year the Board of Directors reestablishes the number of member representatives based upon
the most recent assessed valuations that are certified by the County of San Diego Auditor and
Controller.
Previous Board action: Adopted the Vote Resolution for Calendar Year 2012 on December 8,
2011.
Discussion
The total cumulative financial contribution as of June 30, 2012 is $9,788,719,978 and total vote
entitlement for the Calendar Year 2013 is 1,957.743. The cumulative financial contribution is
calculated by adding the total member agency financial contribution for the fiscal year ending
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Administrative & Finance Committee
November 21, 2012
Page 2 of 2
June 30, 2012 to the total cumulative member agency financial contribution as of June 30, 2011.
The member agency vote entitlement is their total cumulative financial contribution divided by
$5 million.
Attachment A of the Resolution lists the total cumulative member agency financial contribution
as of June 30, 2012 and member agency vote entitlement for the Calendar Year 2013.
The total member agency representative entitlement for the Calendar Year 2013 is thirty-five
(35). The member agency representative entitlement is based on the assessed valuation certified
by the County of San Diego, Auditor and Controller, as of June 30, 2012. The prior year’s
representative entitlement calculation decreased Carlsbad from two to one representative. Upon
calculation of the Calendar Year 2013 entitlement, Carlsbad remains with one representative.
However, per the Act, the term of office of any representative shall not be changed or terminated
by reason of any future change in the assessed value of property within any member agency.
Any reduction in representatives would not occur until either the earliest end of term of the
existing representatives, June 16, 2014, or any unanticipated departure of a representative in
advance of this date.
Attachment B of the Resolution lists the representative entitlement of each member agency. In
summary, the City of San Diego has ten representatives; Carlsbad, Helix Water District and Otay
Water District have two representatives and the remaining member agencies have one
representative.
Prepared by:
Reviewed by:
Approved by:

Jeanette Ziomek, Accounting Supervisor
Rod Greek, Controller
Sandra L. Kerl, Deputy General Manager

Attachments:
1. Resolution No. 2012-___Vote and Member Representative Entitlement
Resolution for Calendar Year 2013
- Attachment A: Vote Entitlement Effective January 1, 2013
- Attachment B: Representative Entitlement Effective January 1, 2013
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RESOLUTION NO. 2012-___
RESOLUTION OF THE BOARD OF DIRECTORS OF THE SAN DIEGO
COUNTY WATER AUTHORITY ESTABLISHING THE NUMBER OF VOTES
BY REPRESENTATIVES OF MEMBER AGENCIES FOR CALENDAR YEAR
2013 AS DETERMINED BY TOTAL FINANCIAL CONTRIBUTION FOR THE
FISCAL YEAR ENDING 2012 AND THE NUMBER OF MEMBER
REPRESENTATIVES AS DETERMINED BY TOTAL ASSESSED
VALUATIONS AS OF JUNE 30, 2012
WHEREAS, pursuant to Subdivision (i) of Section 6 of the County Water Authority Act, the
Board of Directors is required annually to determine the total financial contribution of each member
agency and the number of member representatives; and
WHEREAS, the Finance Department has calculated and reported to the Board of Directors
the total financial contribution and corresponding votes of each member agency of the Water
Authority and the number of member representatives in accordance with the provisions of the law.
NOW, THEREFORE, it is resolved by the Board of Directors of the Water Authority, that
the number of votes which the representatives of each public agency shall be entitled to cast as
members of the Board of Directors shall be as shown in Attachment A and the number of member
representatives for each public agency shall be as shown in Attachment B.
PASSED, APPROVED AND ADOPTED, on this 29th day of November, 2012.
AYES:
NOES:
ABSTAIN:
ABSENT:
___________________________________
Thomas V. Wornham, Chair

ATTEST:
__________________________________
Michael T. Hogan, Secretary
I, Doria F. Lore, Clerk of the Board of Directors of the San Diego County Water Authority,
certify that the vote shown above is correct and this Resolution No. 2012-____ was duly adopted at
the meeting of the Board of Directors on the date stated above.

____________________________________
Doria F. Lore
Clerk of the Board
Page 21 of 656

ATTACHMENT A
Vote Entitlement
Effective January 1, 2013

Member Agency
Carlsbad
Del Mar
Escondido
Fallbrook
Helix
Lakeside
National City
Oceanside
Olivenhain
Otay
Padre Dam
Pendleton
Poway
Rainbow
Ramona
Rincon
San Diego
San Dieguito
Santa Fe
South Bay
Vallecitos
Valley Center
Vista
Yuima
Total

Total Cumulative
Financial
Contribution*
Vote Entitlement
$
343,682,884
68.737
29,486,461
5.897
340,861,192
68.172
238,035,746
47.607
686,136,280
137.227
74,556,564
14.911
73,362,019
14.672
494,491,768
98.898
300,469,584
60.094
521,563,789
104.313
264,182,905
52.837
11,823,958
2.365
213,668,402
42.734
400,106,109
80.021
155,098,912
31.020
147,481,850
29.496
3,907,036,207
781.407
105,693,756
21.139
150,348,345
30.070
222,202,161
44.440
248,376,184
49.675
536,703,652
107.341
289,926,623
57.985
33,424,627
6.685
$
9,788,719,978
1957.743

Percent
3.51%
0.30%
3.48%
2.43%
7.01%
0.76%
0.75%
5.05%
3.07%
5.33%
2.70%
0.12%
2.18%
4.09%
1.58%
1.51%
39.91%
1.08%
1.54%
2.28%
2.54%
5.48%
2.96%
0.34%
100.00%

*Total financial contribution equals base revenues plus fiscal year ending
June 30, 2012 revenues.
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ATTACHMENT B
Representative Entitlement
Effective January 1, 2013

Assessed Valuation, June 30 2012
Member Agency
Carlsbad
Del Mar
Escondido
Fallbrook
Helix
Lakeside
National City
Oceanside
Olivenhain
Otay
Padre Dam
Pendleton*
Poway
Rainbow
Ramona
Rincon
San Diego
San Dieguito
Santa Fe
South Bay
Vallecitos
Valley Center
Vista
Yuima
Total

Member
Secured
Unsecured
Total
Percent Representative
$ 18,225,822,124 $
816,090,853 $ 19,041,912,977
4.98%
1
2,613,264,433
24,186,891 $
2,637,451,324
0.69%
1
6,348,714,664
264,218,945 $
6,612,933,609
1.73%
1
3,088,171,109
41,945,810 $
3,130,116,919
0.82%
1
19,370,211,643
655,944,552 $ 20,026,156,195
5.23%
2
1,952,773,845
103,721,189 $
2,056,495,034
0.54%
1
3,038,976,888
188,312,140 $
3,227,289,028
0.84%
1
17,114,365,593
420,037,703 $ 17,534,403,296
4.58%
1
17,769,757,285
261,074,870 $ 18,030,832,155
4.71%
1
22,732,310,788
642,524,648 $ 23,374,835,436
6.11%
2
8,588,844,882
244,283,955 $
8,833,128,837
2.31%
1
144,894,570
18,534,382 $
163,428,952
0.04%
1
8,156,596,738
355,975,087 $
8,512,571,825
2.22%
1
3,552,463,930
19,802,534 $
3,572,266,464
0.93%
1
3,352,430,013
43,883,220 $
3,396,313,233
0.89%
1
7,165,010,483
195,828,576 $
7,360,839,059
1.92%
1
175,574,096,274
8,336,218,812 $ 183,910,315,086 48.08%
10
7,142,866,450
114,227,226 $
7,257,093,676
1.90%
1
8,973,511,291
59,627,884 $
9,033,139,175
2.36%
1
8,103,204,859
290,180,325 $
8,393,385,184
2.19%
1
2.93%
1
374,365,050 $ 11,206,773,991
10,832,408,941
3,741,282,121
20,874,103 $
3,762,156,224
0.98%
1
10,717,614,417
483,468,019 $ 11,201,082,436
2.93%
1
332,095,299
2,938,409 $
335,033,708
0.09%
1
35
$ 368,631,688,640 $ 13,978,265,183 $ 382,609,953,823 100.00%

5% of Total Assessed Valuation is

$

19,130,497,691

Note: County of San Diego – 1 Special Representative
*Pendleton Military Reservation is entitled to only one member representative notwithstanding
total assessed valuation.
Source:Report from County of San Diego Auditor/Controller - Property tax services dated 7/05/2012. Report ID: Val Mail-01 PSVVP70@
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November 21, 2012
Attention: Administrative and Finance Committee
Fiscal Years 2012 and 2013 additional litigation expenses. (Action)
Staff recommendation
Amend the General Counsel’s Fiscal Years 2012 and 2013 Department Budget by an
amount not to exceed $3.5 million for additional litigation expenses.
Alternative
Do not amend the budget.
Fiscal Impact
The recommended action will not increase the Water Authority’s total budget ($1.4 billion).
Staff recommends transferring savings within the Operating Fund to the General Counsel’s
department budget to fund additional litigation expenses for an amount not to exceed $3.5
million.
Background
In June, the Board reviewed the Fiscal Years 2012 and 2013 Mid-Term Budget Update. As
discussed, the Water Authority projected savings of approximately five percent; however, staff
identified that an area of significance that was being closely monitored was legal expenses
associated with the QSA and MWD Rate litigation.
Previous Board Actions: On June 23, 2011, the Board adopted the Fiscal Years 2012 and 2013
Multi-Year Budget. On January 26, 2012, the Board amended the two-year and project lifetime
budget by $2,783,904 for the Carlsbad Desalination Project. On March 14, 2012, the Board
amended the two-year and project lifetime budget by $410,000 for the 2012 Regional Water
Facilities Optimization and Master Plan.
Discussion
At this time, based on timing and the scope of the Water Authority efforts, additional funding is
needed in the General Counsel’s Office to support the QSA and MWD Rate litigation. Staff has
estimated a not to exceed amount of $3.5 million, which can be reallocated from savings within
the operating fund.

Prepared by:
Reviewed by:
Approved by:
Approved by:
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Lisa Celaya, Financial Resources Manager
Tracy McCraner, Finance Director/Treasurer
Dennis Cushman, Assistant General Manager
Daniel Hentschke, General Counsel

November 21, 2012
Attention:

Administrative and Finance Committee

Amendment to Professional services contract with Mercer Health and Benefits, LLC, to
increase the amount by $150,000 and extend the term by 30 months for providing Health
Insurance Broker Services. (Action)
Purpose
This report seeks approval to execute amendment No.2 to the professional services contract with
Mercer Health and Benefits (Mercer) for continued support for the Water Authority’s Health
Insurance programs.
Staff recommendation
Authorize execution of an amendment in the amount of $150,000, for a total contract
amount not-to-exceed $300,000, and extending the term by 30 months.
Alternative
Do not amend the contract.
Fiscal impact
This action will increase the amount of the original contract with Mercer to $300,000. The Human
Resources operating budget for fiscal years 2012-2013 contains funds available for this contract.
This budget item will impact the customer service rate category.
Background
The Water Authority executed a contract with Mercer Health and Benefits, LLC in July 2010 to
provide health insurance broker services on a fee-for-service basis of $60,000 per year. Mercer was
selected from a group of six vendors who responded to the request for proposal to provide these
services.
Prior to the contract with Mercer, broker services had been provided on a commission basis
whereby the insurance carriers such as Aetna, Delta Dental, Vision Services, and CIGNA paid the
broker directly a commission from 2.5% to 8.0% to act as the contact and representative for the
Water Authority in its relations with the insurance carriers. The commissions are based on industry
standards.
Mercer’s broker services have saved the Water Authority over $200,000 per year each of the last
three benefit renewals for a total savings of $600,000 between quoted premium renewal rates and
negotiated renewal premiums. Mercer’s services ensures that the needs and interests of the Water
Authority are being thoroughly addressed by providing benefits-specific research, information and
support services and by negotiating premium rates favorable to the Water Authority.
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Administrative and Finance Committee
November 21, 2012
Page 2 of 2

Discussion
The services provided by Mercer include identifying programs, products and insurers capable of
meeting the Water Authority’s employee benefits needs; preparing bid specifications and soliciting
proposals; negotiating premium rates, benefit levels, performance standards and guarantees, and
contractual terms and conditions on behalf of the Water Authority; resolving issues that arise
regarding contract administration and service provisions, providing claims adjudication support with
insurance carriers, and resolving disputes regarding coverage, billing questions and service delivery;
assisting in the development of long-range goals and strategies for the Water Authority’s employee
benefits program; providing expert analysis to the Water Authority labor negotiation team;
educating employees on the latest legal changes; and providing related services.
Mercer has met Water Authority expectations in the performance of the agreed scope of work. This
amendment will extend the term by 30 months. The contract contains a Water Authority option to
extend the term. This action will provide the familiarity and continuity needed as the Water
Authority continues to explore cost containment alternatives to the current health benefits programs.
It will also allow the Water Authority to utilize Mercer’s services for the next three benefit
enrollment periods and the next labor negotiations when the current contracts expire in June 2015.
At the expiration of this contract, the Water Authority will issue a new request for proposal for
health insurance broker services.
Due to the limited subcontracting opportunities for this type of service, SCOOP outreach was not
required.

Prepared by:
Reviewed by:
Approved by:
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Tim Clement, Senior Human Resources Analyst
Susan Leone, Director of Human Resources
Sandra Kerl, Deputy General Manager

November 21, 2012
Attention:

Administrative and Finance Committee

Adopt Annual Statement of Investment Policy and continue to delegate authority to the
Treasurer to invest Water Authority funds for calendar year 2013. (Action)
Staff recommendation
Adopt the Annual Statement of Investment Policy and continue to delegate authority to the
Treasurer to invest Water Authority funds for calendar year 2013.
Fiscal impact
None.
Background
It is the policy of the Board to review and approve the Annual Statement of Investment Policy
(Policy) and to continue to delegate the investment authority to the Treasurer on an annual basis.
Annual statements of investment policy and quarterly updates to the legislative body are optional
per California Government Code section 53646. However, the Water Authority annually reviews,
updates and adopts its Policy and submits a monthly Treasurer’s Report to the Board. Staff believes
that the annual review and adoption of the Policy by the Board, along with submission of the
monthly Treasurer’s Report to the Board, is central to a transparent portfolio management process.
Discussion
Staff has reviewed the current California Government Code (Code), and has noted no new Code
changes since last year’s annual update that would require the Water Authority to modify its
Policy for calendar year 2013. While the current investment climate continues to impact the
investment alternatives available to the Water Authority, the Policy’s emphasis remains
concentrated on safety and liquidity.
In 2012, the current Policy was submitted to the Association of Public Treasurers of the United
States & Canada (APT US&C) for review and certification based on criteria set forth by its
Investment Policy Certification Committee. The review resulted in the Water Authority again
receiving the Investment Policy Certificate of Excellence Award from the APT US&C,
recognizing successful development of a comprehensive written investment policy.
It is important to note that the Water Authority’s Policy is more conservative than the Code, and
the overriding focus continues to emphasize investing in accordance with the following objectives,
in order of importance: (1) preserving principal, (2) maintaining liquidity, and (3) achieving yield.
Prepared by:
Reviewed by:
Approved by:

Patti L. Cirello, Investment Analyst
Tracy McCraner, Director of Finance/Treasurer
Sandra L. Kerl, Deputy General Manager

Attachment A:

Annual Statement of Investment Policy for Calendar Year 2013
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SAN DIEGO COUNTY WATER AUTHORITY
Annual Statement of Investment Policy
Calendar Year 20122013

INTRODUCTION
The purpose of this document is to identify various policies and procedures that enhance
opportunities for a prudent and systematic investment policy and to organize and formalize
investment related activities. The ultimate goal is to enhance the economic status of the Water
Authority while protecting its funds.
The Board of Directors and, upon formal delegation, the Treasurer for the San Diego County
Water Authority, duly authorized to invest Water Authority monies by California Government Code,
are trustees of Water Authority funds and therefore fiduciaries subject to the prudent investor
standard.
SCOPE
It is intended that this policy cover all funds and investment activities under the direct
authority of the San Diego County Water Authority, except for the employee’s retirement and
deferred compensation funds. For investment purposes, the Water Authority manages the Operating
Fund, Rate Stabilization Fund, Pay-As-You-Go Fund, Equipment Replacement Fund and Stored
Water Fund together as the Pooled Operating Fund. The funds under the direct authority of the San
Diego County Water Authority are accounted for in the Comprehensive Annual Financial Report and
include:
Operating Fund – Holds the Water Authority’s working capital and emergency operating reserve.
Rate Stabilization Fund – Established to mitigate future water rate increases.
Pay-As-You-Go Fund (PAYGO) – Funds are dedicated for construction outlays and debt service.
Equipment Replacement Fund – Used to purchase minor capital equipment such as computer
systems, vehicles, etc.
Stored Water Fund – Used to purchase water to fill Water Authority reservoirs.
Construction (CIP) Fund – Holds the proceeds of long-term debt and commercial paper to be
expended for construction.
Debt Service Reserve Fund – Holds the required legal reserve for Water Authority debt issues.

OBJECTIVES
Page 1 of 12
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The investment policies and practices of the Board of Directors and the Treasurer for the San
Diego County 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 this organization.

3.

To generate the maximum amount of investment income within the parameters of this Annual
Statement of Investment Policy.

These goals are enhanced by the following objectives in order of importance.
A.

Safety: It is the primary duty and responsibility of the Treasurer to protect,
preserve and maintain cash and investments placed in his/her trust. Each
investment transaction shall seek to ensure that capital losses are avoided, whether
from institution default, broker-dealer default, or erosion of market value of
securities. The Treasurer shall evaluate or cause to have evaluated each potential
investment, seeking both quality in issuer and in underlying security or collateral.
Diversification of the portfolio will be used in order to reduce exposure to principal
loss.

B.

Liquidity: An adequate percentage of the portfolio will be maintained in liquid shortterm securities which can be converted to cash if necessary to meet disbursement
requirements. Since all cash requirements cannot be anticipated, investment in
securities with active secondary markets will be utilized. These securities will have a
low sensitivity to market risk.

C.

Yield: Yield should become a consideration only after the basic requirements of
safety and liquidity have been met.

D.

Public Trust: All participants in the investment process shall act as custodians of the
public trust. Investment officials shall recognize that the investment portfolio is
subject to public review and evaluation. The overall program shall be designed and
managed with a degree of professionalism that is worthy of the public trust. In a
diversified portfolio it must be recognized that occasional measured losses are
inevitable, and must be considered within the context of the overall portfolio’s
investment return, provided that adequate diversification has been implemented.

PRUDENT INVESTOR STANDARD
The Board of Directors and Treasurer adhere to the guidance provided by the “prudent
investor standard”, California Government Code (Section 53600.3), which obligates a fiduciary to
insure that “When investing, reinvesting, purchasing, acquiring, exchanging, selling, or managing
public funds, a trustee shall act with care, skill, prudence, and diligence under the circumstances then
prevailing, including, but not limited to, the general economic conditions and the anticipated needs of
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the agency, that a prudent person acting in a like capacity and familiarity with those matters would use
in the conduct of funds of a like character and with like aims, to safeguard the principal and maintain
the liquidity needs of the agency. Within the limitations of this section and considering individual
investments as part of an overall strategy, investments may be acquired as authorized by law.”
DELEGATION OF AUTHORITY
The investment, per this policy, of Water Authority idle monies is annually delegated to the
Treasurer by the Board of Directors who shall thereafter assume full responsibility for those
transactions until the delegation of authority is revoked or expires. The Treasurer may delegate the
day-to-day operations of investing to his/her designee(s), but not the responsibility for the overall
investment program. A memorandum will be forwarded to the General Manager indicating the
individual who is acting on the behalf of the Treasurer which details the period of time the designee
will be responsible for the investment function. All transactions will be reviewed by the Treasurer on
a regular basis to assure compliance with this Annual Statement of Investment Policy.
ETHICS AND CONFLICT OF INTEREST
Officers and employees involved in the investment process shall refrain from personal
business activity that could conflict with proper execution of the investment program, or which could
impair their ability to make impartial investment decisions. Employees and investment officers shall
disclose any material financial interest in financial institutions that conduct business with this
jurisdiction, and they shall further disclose any large personal financial/investment positions that
could be related to the performance of the Water Authority’s portfolio. Employees and officers shall
subordinate their personal investment transactions to those of the Water Authority, particularly with
regard to the timing of purchases and sales, and shall avoid transactions that might impair public
confidence. All officers and employees involved in the investment of public funds are required to
comply with the Water Authority’s Conflict of Interest Code.
AUTHORIZED INVESTMENT INSTRUMENTS - POOLED OPERATING FUND
The Water Authority is governed by the California Government Code, Sections 53600 et seq.
Within the context of these limitations, the following investments are authorized:
Local Agency Investment Fund (LAIF): The Water Authority may invest in the Local
Agency Investment Fund established by the State Treasurer for the benefit of local agencies
(Government Code Section 16429.1(b)). In order to ensure that LAIF is purchasing securities that
comply with the Government Code, the monthly LAIF report shall be reviewed by the Treasurer.
The fund must have twenty-four hour liquidity. The maximum permitted investment will be
governed by State Law (currently $50 million).
Bankers’ Acceptances: The Water Authority may invest in prime self-liquidating bankers’
acceptances (Government Code Section 53601(g)) limited to banks rated a minimum of “A” by
Moody’s Investors Service, Standard & Poor’s, or Fitch Ratings. The maximum investment maturity
will be restricted to 180 days. Maximum portfolio exposure will be limited to 20 percent and singleissuer holdings to no more than 5 percent per issuer. At the discretion of the Treasurer, exceptions
will be allowed to the single-issuer maximum of 5 percent, when in his/her judgment, the issuer(s)
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have a “AAA” credit rating from Moody’s Investors Service and Standard & Poor’s, and the
investment has remaining days to maturity of 90 days or less.
Treasury Securities: The Water Authority may invest in United States Treasury notes, bonds,
bills, or certificates of indebtedness, or those for which the faith and credit of the United States are
pledged for the payment of principal and interest (Government Code Section 53601(b)). The
purchase of zero-coupon, or strips, is not permitted. Because these investments are the safest
possible, there is no maximum portfolio limit. Maximum investment maturities will be restricted to
five years.
Repurchase Agreements: The Water Authority may invest (Government Code Section
53601(j)) in overnight and term repurchase agreements with primary dealers of the Federal Reserve
Bank of New York rated “A” or better by Moody’s Investors Service, Standard & Poor’s, or Fitch
Ratings with which the Water Authority has entered into a master repurchase agreement. This
agreement will be modeled after the Public Securities Association’s master repurchase agreement.
All collateral used to secure this type of transaction is to be delivered to a third party prior to
release of funds. The third party will have an account in the name of the San Diego County Water
Authority. The market value of securities used as collateral for repurchase agreements shall be
monitored on a daily basis by the Treasurer and will not be permitted to fall below 102 percent of the
value of the repurchase agreement. Collateral shall not include strips, zero-coupon instruments or
instruments with maturities in excess of five years. The right of substitution will be granted,
provided that permissible collateral is maintained.
In order to conform with provisions of the Federal Bankruptcy Code which provides for the
liquidation of securities held as collateral for repurchase agreements, the only securities acceptable as
collateral shall be securities that are direct obligations of and guaranteed by the U.S. Government and
Agency securities as permitted under this policy. The Water Authority will maintain a first perfected
security interest in the securities subject to the repurchase agreement and shall have a contractual
right to liquidation of purchased securities upon the bankruptcy, insolvency or other default of the
counterparty. Maximum portfolio exposure will be limited to 20 percent and maturities that do not
exceed one year.
Reverse Repurchase Agreements: The Water Authority may enter (Government Code
Section 53601(j)) into reverse repurchase agreements only “with primary dealers of the Federal
Reserve Bank of New York or with a nationally or state-chartered bank that has or has had a
significant banking relationship with a local agency”, and when an unanticipated cash outflow can be
met more advantageously by agreeing to a reverse repurchase agreement rather than selling securities
outright. In this situation, the reverse shall not exceed 92 days, and shall be matched to a known cash
inflow of sufficient size to repay the principal and interest of the reverse repurchase agreement.
The Water Authority may also enter into reverse repurchase agreements when proceeds
obtained through the reverse can be reinvested at a higher rate. The spread and reverse must be
reviewed by the Treasurer prior to the transaction taking place. Reverse repurchase agreements
entered into may not exceed a maximum maturity of 92 days unless the minimum spread between the
rate on the investment and cost of funds is guaranteed in writing, in which case the maximum
maturity is limited to one year. In all cases, the transaction must be matched as to maturity and
dollars invested with its corresponding reinvestment.
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In both situations a master repurchase agreement modeled after the Public Securities
Association is required prior to the transaction taking place. In all cases, the security being reversed
must have been held in the portfolio for a minimum of 30 days. Restrictions placed on repurchase
agreements also apply to reverse repurchase agreements. Maximum portfolio exposure will be
limited to 20 percent of the total portfolio value excluding the proceeds of reverses. This transaction
requires written approval of the Treasurer.
Securities lending is not considered a reverse repurchase transaction and is not authorized
under this section.
Certificates of Deposit: The Water Authority may invest in certificates of deposits issued by
a state or national bank, savings association or federal association, a state or federal credit union
located in California (Government Code Section 53630 et seq). A written depository contract is
required with all institutions that hold Water Authority deposits. The Treasurer may waive collateral
requirements for the portion of any deposit insured pursuant to federal law. Securities placed in a
collateral pool must provide coverage for at least 110 percent of all deposits that are placed in the
institution. Acceptable pooled collateral is governed by California Government Code Section 53651.
Real estate mortgages are not considered acceptable collateral by the Water Authority, even though
they are permitted in Government Code Section 53651(m). As provided under Government Code
Section 53660, the bank or agent of depository is required to provide the Water Authority with a
regular statement of pooled collateral. This report will state that they are meeting the 110 percent
collateral rule (Government Code Section 53652(a)), a listing of all collateral with location and
market value, plus an accountability of the total amount of deposits secured by the pool.
No bank shall receive Water Authority funds that has a long-term debt rating by Moody’s
Investors Service, Standard & Poor’s, or Fitch Ratings less than “A”; however, deposits of up to the
federal deposit insurance limit are allowable in any institution that insures its deposits pursuant to
federal law, regardless of the ratings by Moody’s Investors Service, Standard & Poor’s, or Fitch
Ratings. The maximum deposited in any one institution without collateral shall not exceed the
amount covered by federal deposit insurance.
All banks accepting Water Authority deposits are required to provide annual information
regarding compliance to the Community Reinvestment Act. Banks are required to maintain a
minimum rating of “satisfactory” as defined under the Community Reinvestment Act.
As per Section 53638 of the California Government Code, any deposit shall not exceed the
total paid-up capital and surplus of any depository bank, nor shall the deposit exceed the total net
worth of any institution.
Maximum portfolio exposure is limited to 15 percent. Maximum investment maturity will be
restricted to five years.
Placement Service Certificates of Deposit: The Water Authority may invest in certificates of
deposit placed with a private sector entity that assists in the placement of certificates of deposit with
eligible financial institutions located in the United States (Government Code Section 53601.8). The
full amount of the principal and the interest that may be accrued during the maximum term of each
certificate of deposit shall at all times be insured by federal deposit insurance. The combined
maximum portfolio exposure to Placement Service Certificates of Deposit and Negotiable
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Certificates of Deposit is limited to 15 percent. Maximum investment maturity will be restricted to
five years.
Negotiable Certificates of Deposit: The Water Authority may invest in negotiable certificates
of deposit issued by a nationally or state-chartered bank or a state or federal association or by a stateor federally-licensed branch of a foreign bank (Government Code Section 53601(i)). Securities must
have a minimum rating of “AA” by at least one of the three credit rating agencies (Moody’s
Investors Service, Standard & Poor’s, or Fitch Ratings), and not rated lower than “A” by the other
two.
As per Section 53638 of the California Government Code, any deposit shall not exceed the
total paid-up capital and surplus of any depository bank, nor shall the deposit exceed the total net
worth of any institution.
The combined maximum portfolio exposure to Negotiable Certificates of Deposit and
Placement Service Certificates of Deposit is limited to 15 percent and single-issuer holdings to no
more than 5 percent per issuer. At the discretion of the Treasurer, exceptions will be allowed to the
single-issuer maximum of 5 percent, when in his/her judgment, the issuer(s) have a “AAA” credit
rating from Moody’s Investors Service and Standard & Poor’s and the investment has remaining
days to maturity of 90 days or less. Maximum investment maturity is restricted to five years.
Commercial Paper: The Water Authority may invest in the highest grade of stand alone or
enhanced (“prime”) commercial paper (Government Code Section 53601(h)) as rated by Moody’s
Investors Service, Standard & Poor’s, or Fitch Ratings (“A1/P1/F1”), issued only by general
corporations that are organized and operating within the United States and having total assets in
excess of $500 million. The general corporation must also have an “A” rating or higher for the
issuers debentures, other than commercial paper, as provided by Moody’s Investors Service,
Standard & Poor’s, or Fitch Ratings. Purchases shall not exceed ten percent of the outstanding paper
of the issuing general corporation. Maximum investment maturity will be restricted to 270 days.
Maximum portfolio exposure is limited to 25 percent and single-issuer holdings to no more than 5
percent per issuer. At the discretion of the Treasurer, exceptions will be allowed to the single-issuer
maximum of 5 percent, when in his/her judgment, the issuer(s) have a “AAA” credit rating from
Moody’s Investors Service and Standard & Poor’s and the investment has remaining days to maturity
of 90 days or less.
Medium-Term Notes: The Water Authority may invest in corporate and depository
institution debt securities issued by corporations organized and operating within the United States or
by depository institutions licensed by the United States or any state and operating within the United
States (Government Code Section 53601(k)). Securities must have a minimum rating of “AA” by at
least one of the three credit rating agencies (Moody’s Investors Service, Standard & Poor’s, or Fitch
Ratings) and not rated lower than “A” by the other two. Permissible types of notes include fixed rate
and variable rate. Maximum investment maturity is restricted to five years. Maximum portfolio
exposure is limited to 30 percent and single-issuer holdings to no more than 5 percent per issuer. At
the discretion of the Treasurer, exceptions will be allowed to the single-issuer maximum of 5 percent,
when in his/her judgment, the issuer(s) have a “AAA” credit rating from Moody’s Investors Service
and Standard & Poor’s, and the investment has remaining days to maturity of 90 days or less.
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Municipal Securities: The Water Authority may invest in: (i) Registered treasury notes or
bonds issued by any of the 50 United States, including bonds payable solely out of the revenues from
a revenue-producing property owned, controlled, or operated by a state or by a department, board,
agency, or authority of any state (Government Code Section 53601(c)(d)); and (ii) Bonds, notes,
warrants, or other evidence of debt issued by a local agency or municipality located within
California, including bonds payable solely out of the revenues from a revenue-producing property
owned, controlled, or operated by the local agency, or by a department, board, agency, or authority of
the local agency (Government Code Section 53601(a)(e)). Securities must have a minimum rating of
“A” as rated by Moody’s Investors Service, Standard and Poor’s, or Fitch Ratings. Maximum
maturity is limited to 5 years. Maximum portfolio exposure is limited to 20 percent and single-issuer
holdings to no more than 5 percent per issuer. At the discretion of the Treasurer, exceptions will be
allowed to the single-issuer maximum of 5 percent, when in his/her judgment, the issuer(s) have a
“AAA” credit rating from Moody’s Investors Service and Standard & Poor’s, and the investment has
remaining days to maturity of 90 days or less.
Agencies: The Water Authority may invest in federal agency or United States governmentsponsored enterprise obligations, participations, or other instruments, including those issued by or
fully guaranteed as to principal and interest by federal agencies or United States governmentsponsored enterprises (Government Code Section 53601(f)). Permissible types of securities include
discount, coupon and variable rate security issues. Callable securities are limited to a minimum of
one-time call only, with a maximum allocation of 20 percent of the portfolio. Maximum maturity is
limited to 5 years. Maximum portfolio exposure is limited to 85 percent.
Money Market Funds: The Water Authority may invest in funds authorized under
Government Code Section 53601(l)(2) that have a minimum asset size of $500 million. Composition
of the fund is limited to investments that are authorized by this Annual Statement of Investment
Policy. Funds must have the highest rating by two of the three largest nationally recognized
statistical rating organizations, or have an investment adviser registered with the Securities and
Exchange Commission with not less than five years’ experience investing in the securities and
obligations authorized by this investment policy. Any fund shares purchased will not include any
type of commission. Maximum portfolio exposure is limited to 15 percent.
Local Government Investment Pools: The Water Authority may invest in local government
investment pools created by a joint powers authority authorized under Government Code Section
53601(p). Pools must have the highest rating by at least one of the three largest nationally
recognized statistical rating organizations. The pool must have twenty-four hour liquidity.
Maximum portfolio exposure is limited to 25 percent.

AUTHORIZED INVESTMENT INSTRUMENTS - BOND PROCEEDS AND DEBT
SERVICE RESERVE FUNDS
All investment types listed above are authorized investments for bond proceeds and debt
service reserve funds with the addition of the following:
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Collateralized Guaranteed Investment Contracts (GICs)/Full Flex Repurchase Agreements:
Investment of funds in GICs is permitted, as per Section 5922 of the Government Code, when
collateralized by U.S. Government guaranteed and direct obligation securities. Collateral must be
held by a third party institution, and must be marked to market on a weekly basis to a minimum of
the value of the outstanding balance of the contract. The maximum maturity date on a GIC is limited
to the final maturity date of the bonds being issued.
Initially Uncollateralized Guaranteed Investment Contracts (GICs): Investment of funds in
GICs which are not initially collateralized is permitted, as per Section 5922 of the Government Code,
only if (a) the term of the GIC does not exceed three (3) years, (b) the counterparty to the GIC is
rated in the highest long-term rating category by both Moody’s Investors Service and Standard &
Poor’s (or whose payment obligations under such GIC are insured or guaranteed by an entity the
unsecured obligations of which are so rated), and (c) the GIC requires that it be collateralized as
described above in the event the counterparty’s rating is downgraded below the highest long-term
rating category by either Moody’s Investors Service or Standard & Poor’s.
Local Agency Investment Fund (LAIF): The Water Authority may also invest bond proceeds
in the Local Agency Investment Fund (Government Code Section 16429.1(d)). There is a $175M
limit on the amount of bond proceeds that may be deposited into the fund. Liquidity for bond
proceeds, per fund regulations, is thirty calendar day increments from the date of the initial deposit.
Bond proceeds deposited in LAIF should be managed to include a 90-day review by the Treasurer to
insure safety, as well as probable income.
In the event that a conflict arises between the bond covenants and this Annual Statement of
Investment Policy, the following will guide the (re)investment of bond proceeds: when the Annual
Statement of Investment Policy is more conservative than the bond covenants, the Annual Statement
of Investment Policy will prevail; if the bond covenants are more conservative than the Annual
Statement of Investment Policy, the bond covenants will prevail. All future debt transaction
reinvestment guidelines will incorporate the current Annual Statement of Investment Policy into the
bond covenants.
The Board of Directors has granted the Treasurer the authority to invest debt service reserve
funds in U.S. Treasury, federal agency, and municipal securities with maturities exceeding 5 years if
it is considered to be in the best interest of the Water Authority and if the maturity of such
investments does not exceed the expected use of funds.
PORTFOLIO LIMITATIONS
It is the Water Authority’s goal to maintain a minimum of 50 percent of the Water Authority
portfolio in Treasury Bills or Notes; however, based on market conditions a combination of 50
percent Agencies and Treasury Bills or Notes will satisfy this requirement. At no time will less than
15 percent of the portfolio be in Treasury Bills or Notes. The balance of the portfolio may be
invested in any of the other permissible investments within the guidelines previously established.
The total dollar amount of bond proceeds and debt service reserve funds invested are to be
excluded from the total used to calculate percentages for investment types.
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The weighted average days to maturity of the total portfolio shall not exceed 730 days (two
years) to maturity.
Percentage limitations, where listed, are applicable at the date of purchase. In the event that
the percentage limits attributable to a security type is exceeded due to a temporary imbalance in the
portfolio, the Treasurer will make a determination as to the appropriate course of action. The
appropriate course of action may be to liquidate securities to rebalance the portfolio or to hold the
securities to maturity in order to avoid a market loss. Portfolio percentages are in place to ensure
diversification of the investment portfolio and, as such, a small temporary imbalance would not
violate this basic tenet. When a portfolio percentage is exceeded, the Treasurer will report the
occurrence in the Treasurer’s Report at the next regularly scheduled Administrative and Finance
Committee meeting of the Board, with detail of the strategy determined to address the imbalance, for
Board ratification.
Credit requirements listed in this policy indicate the minimum credit rating (or its equivalent)
required at the time of purchase without regard to modifiers (e.g., +/- or 1, 2, 3). In the event that an
investment originally purchased within policy guidelines is downgraded by any one of the credit
rating agencies, the Treasurer shall report it at the next regularly scheduled Administrative and
Finance Committee meeting of the Board. The course of action to be followed will then be decided
on a case-by-case basis, considering such factors as the reason for the downgrade, prognosis for
recovery or further rating downgrades, and the market price of the security.
INELIGIBLE INVESTMENTS
Investments not described herein, including, but not limited to common stocks, futures and
the writing of options are prohibited from use in this portfolio. The use of short positions is also
prohibited.
DERIVATIVES
A derivative is defined as a financial instrument that derives its cash flows, and therefore its
value, by reference to an underlying instrument, index or reference rate. The purchase of yield curve
notes, interest only, principal only, range notes, and inverse floaters are prohibited (this list is not
intended to cover all types of securities and is presented as an example of the types of securities that
should be avoided). Callable bonds, step-up bonds, and floating rate securities (with a positive
spread) are permitted investments. No security will be purchased that could result in a zero interest
accrual if held to maturity.

SWAPS
A swap is a shift of assets from one instrument to another and may be done for a variety of
reasons, such as to increase yield, lengthen or shorten maturities, or to increase investment quality.
In no instance shall a swap be used for speculative purposes. Any such swap shall be simultaneous
(same day execution of sale and purchase), and requires the written approval of the Treasurer.
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INTERNAL CONTROLS
A system of internal controls has been established and documented in writing in the Water
Authority’s Financial Services Policies and Procedures Manual. The controls shall be designed to
prevent losses of public funds arising from fraud, employee error, and misrepresentation of third
parties, unanticipated changes in financial markets or imprudent action by employees and officers of
the Water Authority. Controls deemed most important include: control of collusion, separation of
duties and administrative controls, separating transaction authority from accounting and record
keeping, custodial safekeeping, clear delegation of authority, management review and approval of
investment transactions, specific limitations regarding securities losses and remedial action, written
confirmation of telephone transactions, minimizing the number of authorized Investment Officials,
documentation of transactions and strategies, and code of ethic standards. The Treasurer has
established an annual process of independent review by an external audit firm. This review provides
assurance of strong internal controls by reviewing compliance with previously established policies
and procedures.
REPORTING
The Treasurer will submit a monthly investment report to the Board of Directors, the General
Manager’s office, and the internal auditor. This report will include: a list of portfolio transactions,
type of investment, issuer, date of maturity, amount of deposit/par amount, current market value of
all securities (with the source of the market valuation), rate of interest, statement that there are or are
not sufficient funds to meet the next 6 month’s obligations and a statement indicating compliance or
noncompliance with this Annual Statement of Investment Policy. Additional items listed will also
include average weighted yield, average days to maturity, accrued interest earned during the period
and fiscal year to date, percent distribution to each type of investment and any funds under
management by contracted parties, including lending programs.
QUALIFIED BANKS AND SECURITIES DEALERS
A competitive bid process, when practical, will be used to place all investment purchases and
sales transactions. For any investment transaction not conducted directly with the issuer, the Water
Authority shall conduct business only with banks, savings and loans, and registered investment
securities dealers. The Water Authority’s staff will investigate all institutions that wish to conduct
business with the Water Authority. All institutions must sign the appropriate Information Request
Form, and agree to abide by the conditions set forth in the Water Authority’s Annual Statement of
Investment Policy. A list will be maintained by the cash management staff of approved institutions
and securities broker/dealers. This will be done annually by having the financial institutions
complete and return the Broker Dealer Information Request Form and an audited financial statement
within 90 days of the institution’s fiscal year-end. Previous Board approved substitute certification
language may be offered to primary dealers of the Federal Reserve at the discretion of the Treasurer.
In the event the substitute language is not accepted by the primary dealer, the Treasurer may return
to the Water Authority’s Board for approval of alternative language proposed by the primary dealer.
RISK TOLERANCE
The Water Authority recognizes that investment risks can result from issuer defaults, market
price changes or various technical complications leading to temporary illiquidity. Portfolio
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diversification is employed as a way to control risk. The Treasurer is expected to display prudence in
the selection of securities, as a way to minimize default risk. No individual investment transaction
shall be undertaken which jeopardizes the total capital position of the overall portfolio. The
Treasurer shall periodically establish guidelines and strategies to control risks of default, market
price changes and illiquidity.
Risk will also be managed by subscribing to a portfolio management philosophy that helps to
control market and interest rate risk by investing to a shorter term. This philosophy also prohibits
trading losses (for speculative purposes) unless there is a sudden need for liquidity and the need
cannot be satisfied on a more cost effective basis.
PERFORMANCE BENCHMARK
Controlling and managing risk is the foremost portfolio management objective. The Water
Authority strives to maintain an efficient portfolio by providing for the lowest level of risk for a
given level of return. An appropriate benchmark consistent with the Water Authority’s investment
objectives and liquidity requirements has been established against which the portfolio’s performance
is compared on a regular basis. The selected benchmark is the 1-Year U.S. Treasury constant
maturity. Any significant deviation of the portfolio’s performance to the benchmark should be
reviewed in order to ensure that such investments meet the criteria previously specified.
SAFEKEEPING AND CUSTODY
To protect against potential losses caused by the collapse of security dealer(s), all book-entry
securities owned by the Water Authority, including repurchase agreement collateral, shall be kept in
safekeeping with “perfected interest” by a third party bank trust department, acting as agent for the
Water Authority under the terms of a custody agreement executed by the bank and by the Water
Authority. All securities will be received and delivered using standard delivery-versus-payment
procedures. The only exception to the foregoing shall be certificates of deposit and investments in:
(i) LAIF; (ii) local government investment pools; and (iii) money market funds, since the purchased
securities are not deliverable. A record of these investments shall be held by the Treasurer.
DIVERSIFICATION
The investment portfolio will be diversified by security type, institution and maturity date to
avoid incurring unreasonable and avoidable risks regarding specific security types or individual
financial institutions.
STATEMENT OF INVESTMENT POLICY
This Annual Statement of Investment Policy shall be reviewed and submitted annually to the
Board of Directors in order to incorporate any changes necessary to ensure consistency and its
relevance to current law, and financial and economic trends. This Annual Statement of Investment
Policy shall be reviewed at a public meeting and voted on prior to the start of each calendar year.
GLOSSARY OF INVESTMENT TERMS
L:/Fin/DeptOnly/Patti/Investment Policy/Investment Policy 20122013.doc
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GLOSSARY OF INVESTMENT TERMS
Accrued Interest - The accumulated interest due on a bond as of the last interest payment made
by the issuer.
Agencies - Shorthand market terminology for any obligation issued by a government-sponsored
entity (GSE), or a federally related institution. Obligations of GSEs are not guaranteed by the
full faith and credit of the U.S. government. There are eight GSEs, five of which are currently
active in the new issue market. The five include:
FFCB - The Federal Farm Credit Bank System provides credit and liquidity in the
agricultural industry. FFCB issues discount notes and bonds.
FHLB - The Federal Home Loan Bank provides credit and liquidity in the housing
market. FHLB issues discount notes and bonds.
FHLMC - Like FHLB, the Federal Home Loan Mortgage Corporation provides credit
and liquidity in the housing market. FHLMC, also called “Freddie Mac”, issues discount
notes, bonds and mortgage pass-through securities.
FNMA - Like FHLB and Freddie Mac, the Federal National Mortgage Association was
established to provide credit and liquidity in the housing market. FNMA, also known as
“Fannie Mae”, issues discount notes, bonds and mortgage pass-through securities.
SLMA - The Student Loan Marketing Association, also known as “Sallie Mae”, provides
liquidity to private lenders who make various types of loans for education. SLMA
currently issues floating rate notes.
Federally related institutions are arms of the federal government. Most do not issue
securities directly into the market. Those which do issue directly include the following:
GNMA - The Government National Mortgage Association, known as “Ginnie Mae”,
issues mortgage pass-through securities, which are guaranteed by the full faith and credit
of the U.S. government.
PEFCO - The Private Export Funding Corporation assists exporters. Obligations of
PEFCO are not guaranteed by the full faith and credit of the U.S. government.
TVA - The Tennessee Valley Authority provides flood control and power and promotes
development in portions of the Tennessee, Ohio and Mississippi River valleys. TVA
currently issues discount notes and bonds.
Amortization - The systematic reduction of the amount owed on a debt issue through periodic
payments of principal.
Asked - The price at which a seller offers to sell a security.
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Average Life - In mortgage-related investments, the average time to expected receipt of
principal payments, weighted by the amount of principal expected.
Bankers’ Acceptance - A money market instrument created to facilitate international trade
transactions. It is highly liquid and safe because the risk of the trade transaction is transferred to
the bank, which “accepts” the obligation to pay the investor.
Basis Point - A unit of measurement used in the valuation of fixed-income securities equal to
1/100 of 1 percent of yield, e.g., “1/4” of 1 percent is equal to 25 basis points.
Benchmark - A comparison security or portfolio. A performance benchmark is a partial market
index, which reflects the mix of securities allowed under a specific investment policy.
Bid - The price at which a buyer offers to buy a security.
Book Value - The value at which a security is carried on the inventory lists or other financial
records of an investor. The book value may differ significantly from the security’s current value
in the market.
Broker - A broker brings buyers and sellers together for a transaction for which the broker
receives a commission. A broker does not sell securities from his own position.
Call Price - The price at which an issuer may redeem a bond prior to maturity. The price is
usually at a slight premium to the bond’s original issue price to compensate the holder for loss of
income and ownership.
Call Risk - The risk to a bondholder that a bond may be redeemed prior to maturity.
Callable Bond - A bond issue in which all or part of its outstanding principal amount may be
redeemed before maturity by the issuer under specified conditions.
Cash Sale/Purchase - A transaction which calls for delivery and payment of securities on the
same day that the transaction is initiated.
Certificate of Deposit (CD) - A time deposit with a specific maturity evidenced by a certificate.
Large denomination CDs may be marketable.
Collateral - Securities or cash pledged by a borrower to secure repayment of a loan or
repurchase agreement. Also, securities pledged by a financial institution to secure deposits of
public monies.
Commercial Paper - The short-term unsecured debt of corporations, with maturities ranging
from 1 to 270 days.
Convexity - A measure of a bond’s price sensitivity to changing interest rates. A high convexity
indicates greater sensitivity of a bond’s price to interest rate changes.

Page 40 of 656

Cost Yield - The annual income from an investment divided by the purchase cost. Because it
does not give effect to premiums and discounts which may have been included in the purchase
cost, it is an incomplete measure of return.
Coupon Rate - The rate of return at which interest is paid on a bond. (See Interest Rate).
Credit Quality - The measurement of the financial strength of a bond issuer. This measurement
helps an investor to understand an issuer’s ability to make timely interest payments and repay the
loan principal upon maturity. Generally, the higher the credit quality of a bond issuer, the lower
the interest rate paid by the issuer because the risk of default is lower. Credit quality ratings are
provided by nationally recognized rating agencies.
Credit Risk - The risk that principal and/or interest on an investment will not be paid in a timely
manner due to changes in the condition of the issuer.
Current Yield - The annual income from an investment divided by the current market value.
Since the mathematical calculation relies on the current market value rather than the investor’s
cost, current yield is unrelated to the actual return the investor will earn if the security is held to
maturity.
Dealer - A dealer acts as a principal in security transactions, selling securities from and buying
securities for his own position.
Debenture - A bond secured only by the general credit of the issuer.
Delivery vs. Payment (DVP) - A securities industry procedure whereby payment for a security
must be made at the time the security is delivered to the purchaser’s agent.
Derivative - Any security that has principal and/or interest payments which are subject to
uncertainty (but not for reasons of default or credit risk) as to timing and/or amount, or any
security which represents a component of another security which has been separated from other
components (“stripped” coupons and principal). A derivative is also defined as a financial
instrument the value of which is totally or partially derived from the value of another instrument,
interest rate or index.
Discount - The difference between the par value of a bond and the cost of the bond, when the
cost is below par. Some short-term securities, such as Treasury bills and bankers’ acceptances,
are known as discount securities. They sell at a discount from par, and return the par value to
the investor at maturity without additional interest. Other securities, which have fixed coupons,
trade at a discount when the coupon rate is lower than the current market rate for securities of
that maturity and/or quality.
Diversification - Dividing investment funds among a variety of investments to avoid excessive
exposure to any one source of risk.
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Duration - The weighted average time to maturity of a bond where the weights are the present
values of the future cash flows. Duration measures the price sensitivity of a bond to changes in
interest rates. (See Modified Duration).
Fair Value - The amount at which an investment could be exchanged in a current transaction
between willing parties, other than in a forced or liquidation sale.
Federal Funds (Fed Funds) - Funds placed in Federal Reserve banks by depository institutions
in excess of current reserve requirements. These depository institutions may lend fed funds to
each other overnight or on a longer basis. They may also transfer funds among each other on a
same-day basis through the Federal Reserve banking system. Fed funds are considered to be
immediately available funds.
Federal Funds Rate - The rate of interest charged by banks for short-term loans to other banks.
The Federal Reserve Bank, through open-market operations, establishes it.
Federal Open Market Committee - A committee of the Federal Reserve Board that establishes
monetary policy and executes it through temporary and permanent changes to the supply of bank
reserves.
Government Securities - An obligation of the U.S. government, backed by the full faith and
credit of the government. These securities are regarded as the highest quality of investment
securities available in the U.S. securities market. (See U.S. Treasury Obligations).
Interest Rate - See Coupon Rate.
Interest Rate Risk - The risk associated with declines or rises in interest rates, which cause an
investment in a fixed-income security to increase or decrease in value.
Internal Controls - An internal control structure designed to ensure that the assets of the entity
are protected from loss, theft, or misuse. The internal control structure is designed to provide
reasonable assurance that these objectives are met. The concept of reasonable assurance
recognizes that (1) the cost of a control should not exceed the benefits likely to be derived and
(2) the valuation of costs and benefits requires estimates and judgments by management.
Inverted Yield Curve - A chart formation that illustrates long-term securities having lower
yields than short-term securities. This configuration usually occurs during periods of high
inflation coupled with low levels of confidence in the economy and a restrictive monetary policy.
Investment Company Act of 1940 - Federal legislation which sets the standards by which
investment companies, such as mutual funds, are regulated in the areas of advertising,
promotion, performance reporting requirements, and securities valuations.
Investment-Grade Obligations - An investment instrument suitable for purchase by
institutional investors under the prudent investor standard. Investment-grade is restricted to
those obligations rated BBB or higher by a rating agency.
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Investment Policy - A concise and clear statement of the objectives and parameters formulated
by an investor or investment manager for a portfolio of investment securities.
Leverage - Borrowing funds in order to invest in securities that have the potential to pay
earnings at a rate higher than the cost of borrowing.
Liquidity - The speed and ease with which an asset can be converted to cash.
Local Government Investment Pool (LGIP) - An investment by local governments in which
their money is pooled as a method for managing local funds.
Mark-to-Market - The process whereby the book value or collateral value of a security is
adjusted to reflect its current market value.
Market Risk - The risk that the value of securities will fluctuate with changes in overall market
conditions or interest rates.
Market Value - The price at which a security can be traded.
Maturity - The final date upon which the principal of a security becomes due and payable.
Medium-Term Notes (MTNs) - Unsecured, investment-grade senior debt securities of major
corporations, which are sold in relatively small amounts either on a continuous or an intermittent
basis. MTNs are highly flexible debt instruments that can be structured to respond to market
opportunities or to investor preferences.
Modified Duration - The percent change in price for a 100 basis point change in yields.
Modified duration is the best single measure of a portfolio’s or security’s exposure to market
risk.
Money Market - The market in which short-term debt instruments (Treasury bills, discount
notes, commercial paper and bankers’ acceptances) are issued and traded.
Money Market Mutual Fund - Mutual funds that invest solely in money market instruments
(short-term debt instruments, such as Treasury bills, commercial paper, bankers’ acceptances,
repos and federal funds).
Mortgage Pass-Through Securities - A securitized participation in the interest and principal
cash flows from a specified pool of mortgages. Principal and interest payments made on the
mortgages are passed through to the holder of the security.
Mutual Fund - An entity which pools the funds of investors and invests those funds in a set of
securities which are specifically defined in the fund’s prospectus. Mutual funds can be invested
in various types of domestic and/or international stocks, bonds and money market instruments, as
set forth in the individual fund’s prospectus. For most large, institutional investors, the costs
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associated with investing in mutual funds are higher than the investor can obtain through an
individually managed portfolio.
National Association of Securities Dealers (NASD) - A self-regulatory organization (SRO) of
brokers and dealers in the over-the-counter securities business. Its regulatory mandate includes
authority over firms that distribute mutual fund shares as well as other securities.
Net Asset Value - The market value of one share of an investment company, such as a mutual
fund. This figure is calculated by totaling a fund’s assets which includes securities, cash, and
any accrued earnings, subtracting this from the fund’s liabilities and dividing this total by the
number of shares outstanding. This is calculated once a day based on the closing price for each
security in the fund’s portfolio.
No Load Fund - A mutual fund which does not levy a sales charge on the purchase of its shares.
Nominal Yield - The stated rate of interest that a bond pays its current owner, based on par value
of the security. It is also known as the “coupon”, “coupon rate”, or “interest rate”.
Offer - An indicated price at which market participants are willing to sell a security or
commodity. Also referred to as the “ask price”.
Par - Face value or principal value of a bond, typically $1,000 per bond.
Positive Yield Curve - A chart formation that illustrates short-term securities having lower
yields than long-term securities.
Premium - The difference between the par value of a bond and the cost of the bond, when the
cost is above par.
Prepayment Speed - A measure of how quickly principal is repaid to investors in mortgage
securities.
Prepayment Window - The time period over which principal repayments will be received on
mortgage securities at a specified prepayment speed.
Primary Dealer - A financial institution (1) that is a trading counterparty with the Federal
Reserve in its execution of market operations to carry out U.S. monetary policy, and (2) that
participates for statistical reporting purposes in compiling data on activity in the U.S.
government securities market.
Prime Rate - A preferred interest rate charged by commercial banks to their most creditworthy
customers. Many interest rates are keyed to this rate.
Principal - The face value or par value of a debt instrument. Also may refer to the amount of
capital invested in a given security.
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Prospectus - A legal document that must be provided to any prospective purchaser of a new
securities offering registered with the SEC. This can include information on the issuer, the
issuer’s business, the proposed use of proceeds, the experience of the issuer’s management, and
certain certified financial statements.
Prudent Investor Standard - A standard of responsibility which applies to fiduciaries. In
California, the standard is stated as “When investing, reinvesting, purchasing, acquiring,
exchanging, selling, or managing public funds, a trustee shall act with care, skill, prudence, and
diligence under the circumstances then prevailing, including, but not limited to, the general
economic conditions and the anticipated needs of the agency, that a prudent person, acting in a
like capacity and familiarity with those matters would use in the conduct of funds of a like
character and with like aims, to safeguard the principal and maintain the liquidity needs of the
agency.”
Realized Yield - The change in value of the portfolio due to interest received and interest earned
and realized gains and losses. It does not give effect to changes in market value on securities,
which have not been sold from the portfolio.
Regional Dealer - A financial intermediary that buys and sells securities for the benefit of its
customers without maintaining substantial inventories of securities, and that is not a primary
dealer.
Reinvestment Risk - The risk that a fixed-income investor will be unable to reinvest income
proceeds from a security holding at the same rate of return currently generated by that holding.
Repurchase Agreement (Repo or RP) - An agreement of one party to sell securities at a
specified price to second party and a simultaneous agreement of the first party to repurchase the
securities at a specified price or at a specified later date.
Reverse Repurchase Agreement (Reverse Repo) - An agreement of one party to purchase
securities at a specified price from a second party and a simultaneous agreement by the first party
to resell the securities at a specified price to the second party on demand or at a specified date.
Safekeeping - A service to bank customers whereby securities are held by the bank in the
customer’s name.
Serial Bond - A bond issue, usually of a municipality, with various maturity dates scheduled at
regular intervals until the entire issue is retired.
Sinking Fund - Money accumulated on a regular basis in a separate custodial account that is
used to redeem debt securities or preferred stock issues.
Structured Note - A complex, fixed-income instrument, which pays interest, based on a formula
tied to other interest rates, commodities or indices. Examples include inverse floating rate notes,
which have coupons that increase when other interest rates are falling, and which fall when other
interest rates are rising, and “dual index floaters”, which pay interest based on the relationship
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between two other interest rates - for example, the yield on the ten-year Treasury note minus the
Libor rate. Issuers of such notes lock in a reduced cost of borrowing by purchasing interest rate
swap agreements.
Swap - Trading one asset for another.
Term Bond - Bonds comprising a large part or all of a particular issue, which come due in a
single maturity. The issuer usually agrees to make periodic payments into a sinking fund for
mandatory redemption of term bonds before maturity.
Total Rate of Return - A measure of a portfolio’s performance over time. It is the internal rate
of return, which equates the beginning value of the portfolio with the ending value, and includes
interest earnings and realized and unrealized gains and losses on the portfolio.
U.S. Treasury Obligations - Securities issued by the U.S. Treasury and backed by the full faith
and credit of the United States. Treasuries are considered to have no credit risk, and are the
benchmark for interest rates on all other securities in the U.S. and overseas. The Treasury issues
both discounted securities and fixed coupon notes and bonds.
Treasury Bills - All securities issued with initial maturities of one year or less are issued
as discounted instruments, and are called Treasury bills. The Treasury currently issues
three- and six-month Treasury bills at regular weekly auctions. It also issues “cash
management” bills as needed to smooth out cash flows.
Treasury Notes - All securities issued with initial maturities of two to ten years are
called Treasury notes, and pay interest semi-annually.
Treasury Bonds - All securities issued with initial maturities greater than ten years are
called Treasury bonds. Like Treasury notes, they pay interest semi-annually.
Uniform Net Capital Rule - SEC Rule 15C3-1 outlining capital requirements for
broker/dealers.
Volatility - The rate at which security prices change with changes in general economic
conditions or the general level of interest rates.
Weighted Average Maturity (WAM) - The average maturity of all the securities that comprise
a portfolio.
When Issued (WI) - A conditional transaction in which an authorized new security has not been
issued. All “when issued” transactions are settled when the actual security is issued.
Yield - The current rate of return on an investment security generally expressed as a percentage
of the security’s current price.
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Yield Curve - A graphic representation that depicts the relationship at a given point in time
between yields and maturity for bonds that are identical in every way except maturity. A normal
yield curve may be alternatively referred to as a positive yield curve.
Yield to Call (YTC) - The rate of return an investor earns from a bond assuming the bond is
redeemed (called) prior to its nominal maturity date.
Yield to Maturity - The annualized internal rate of return on an investment, which equates the
expected cash flows from the investment to its cost.
Zero-Coupon Securities - Securities that are issued at a discount and make no periodic interest
payments. The rate of return consists of a gradual accretion of the principal of the security and is
payable at par upon maturity.
L:/Fin/DeptOnly/Patti/Investment Policy/Glossary of Terms - Investment Policy 2013.doc
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November 21, 2012
Attention:

Administrative and Finance Committee

Execute a Professional Services Agreement with Carollo Engineers Inc. for a Cost of
Service Study. (Action)
Staff recommendation
Authorize the General Manager to award a professional services contract to Carollo
Engineers Inc. for an amount not-to-exceed $106,000 for a cost of service study.
Alternatives
Do not approve recommended contract.
Fiscal impact
The contract amount of $106,000 is included in the Fiscal Year 2012 & 2013 budget. This project
impacts the Customer Service rate category.
Background
On June 27, 2002, the Water Authority adopted Ordinance No. 2002-03 establishing the current
revenue structure, which consists of: ad valorem property taxes, including payments of member
agencies in lieu of taxes; a Water Standby Availability Charge levied pursuant to § 5.2 of the
County Water Authority Act; an Infrastructure Access Charge imposed on member agencies as a
condition of maintaining connections to Water Authority facilities; a capacity charge levied
pursuant to § 5.9 of the County Water Authority Act; and rates and charges for delivery and
supply of water, use of facilities, and provision of other services. This revenue structure is
reflected in §5.00.050 of the Water Authority Administrative Code.
The June 2002 Board Action unbundled the then uniform commodity rate (commonly referred to
as a postage stamp rate), creating separate commodity rates and charges for supply, treatment,
transportation, customer service and storage. This action was the result of a multi-year work
effort involving member agencies, Water Authority staff and consultants. At that time, a
comprehensive cost of service study was conducted by an independent consultant and a report
supporting the new rate and charge structure prepared.
In May of 2010, as part of a review and upgrade of the Financial Rate Modeling Program
(FRMP), the cost of service principles and allocations methodologies used in the FRMP were
reviewed in detail by Red Oak Consulting. No issues with regards to the cost allocation or rate
setting methodologies embedded in the FRMP were identified.
Discussion
It is considered an industry best management practice to periodically have an independent thirdparty review a utility’s cost of service. While the Water Authority’s staff conducts this analysis
annually in conjunction with setting rates and charges, an independent third-party review
provides a higher level of transparency to the rate setting process. In addition, the magnitude of
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Administrative and Finance Committee
November 21, 2012
Page 2 of 2
the financial impacts associated with integrating, if approved, the Carlsbad Desalination Project
(the Project) into the Water Authority’s rates and charges warrant an independent third-party
review and cost of service analysis.
On October 19, 2012, the Water Authority issued a Request for Proposals (RFP) for a
comprehensive cost of service study. Proposals were received in response to the RFP from
Willdan Financial Services and Carollo Engineers Inc. Both of the firms submitting proposals
were interviewed and the six person selection panel recommended that Carollo Engineers Inc. be
selected. The recommendation was based upon three key factors: 1) Carollo Engineers’ vast
experience, as a firm Carollo has almost 80 years of experience providing water and wastewater
system rate and financial services to utilities throughout California, 2) a highly competent and
technical core project team, which cumulatively have provided rate and financial services to 200
utilities, regional and state agencies and, 3) outstanding references, including several from our
member agencies.
The draft scope of services in Attachment A can be broken into two phases. The phases and
their related activities are discussed below:
•

Phase I: This phase is focused on conducting a cost of service analysis on the Water
Authority’s calendar year 2014 rates and charges. This includes ensuring that the
calendar year 2014 rates and charges are calculated in conformance with the existing rate
and charge definitions, established Board policy and utility best management practices.
Included in this phase is an analysis and update of both the System and the Treatment
Capacity Charges.

•

Phase II: This phase, if the Carlsbad Desalination Project is approved, is focused on
integrating the Project into the Water Authority’s rates and charges. It includes a
comprehensive cost of service analysis and process which will review and consider all
rate structure alternatives forwarded by the Board. This phase also includes the
determination of the Supply Capacity Charge.

Phase I is expected to be completed in May of 2013 to support the calendar year 2014 rate setting
process. Phase II is anticipated to include a significant level of member agency participation and
collaboration; therefore, no completion date has been set for Phase II.
Prepared by:
Reviewed by:
Approved by:
Approved by:

David Shank, Financial Planning Manager
Tracy McCraner, Director of Finance/Treasurer
Sandra L. Kerl, Deputy General Manager
Maureen A. Stapleton, General Manager

Attachment A:
Attachment B:

Cost of Service Request for Proposals
Draft contract with Carollo Engineers Inc.
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Attachment A

REQUEST FOR PROPOSALS
FOR
COST OF SERVICE STUDY

PROPOSALS DUE:
October 19, 2012

SAN DIEGO COUNTY WATER AUTHORITY
4677 OVERLAND AVENUE
SAN DIEGO, CA 92123

Page 50 of 656

TABLE OF CONTENTS
SECTIONS

1.0

INTRODUCTION

2.0

WATER AUTHORITY BACKGROUND

3.0

PROJECT BACKGROUND

4.0

SCOPE OF WORK

5.0

PRE-SUBMITTAL ACTIVITIES

6.0

SUBMITTAL REQUIREMENTS

7.0

PROPOSAL REQUIREMENTS

8.0

CONTRACTOR NOMINATION AND SELECTION PROCESS

9.0

EVALUATION CRITERIA

10.0

SCHEDULE FOR NOMINATION, SELECTION, AND AWARD

11.0

SMALL CONTRACTOR OUTREACH AND OPPORTUNITIES PROGRAM (SCOOP)
REQUIREMENTS

12.0

SPECIAL CONDITIONS

EXHIBITS
A.
B.
C.
D.
E.
F.
G.
H.
I.

Professional Services Contract
SCOOP Reporting Form, Schedule A-1
Rates and Charges Board Memo, Resolution, and Ordinance
Revenue and Rate Structure Study
Transitional Special Agricultural Water Rate (TSAWR) Ordinance
Ordinance amending the TSAWR Program
Ten-Year Rate Table
Carlsbad Seawater Desalination Water Purchase Agreement
Water Authority Organizational Chart

2

Page 51 of 656

REQUEST FOR PROPOSALS
FOR
COST OF SERVICE STUDY
1.0

INTRODUCTION
The San Diego County Water Authority (Water Authority) is seeking proposals from qualified
firms for the following services:
1. Conduct a comprehensive review of the Water Authority’s cost of service.
2. Review the proposed cost of service allocation methodologies for the Carlsbad
Desalination Project, if approved by the Board of Directors (Board).
3. Determine the System, Treatment and Supply Capacity Charges.
The Water Authority is the wholesale water provider for San Diego County. The current rate
structure is a two-tier, full-service system that is applied to both Municipal and Industrial (M&I)
and Agricultural customers. The Water Authority’s water rates and charges include the following:



Fixed Charges:
o Customer Service
o Storage
Commodity/Variable Rates:
o Transportation
o Melded Supply
o Melded Treatment

In addition, the Water Authority levies an Infrastructure Access Charge (IAC) on meter
equivalents served within its service area and collects a water standby availability charge. For a
complete listing of the Water Authority’s revenue sources and a description of the Water
Authority’s rates and charges, refer to Exhibit C, Rates and Charges Board Memo, Resolution, and
Ordinance.
For information on the Water Authority’s existing financial management and policies, please refer
to the Long-Range Financing Plan (LRFP) and the Water Authority’s latest Official Statement.
The LRFP provides detailed information on Water Authority rates and charges, financial
management policies and practices, fund structures and reserves, cost and revenue projections, and
Capital Improvement Program financing. The LRFP is available on the Water Authority’s website
at: http://www.sdcwa.org/about/pdf/LRFP08.pdf and the Official Statement can be found at:
http://www.sdcwa.org/about/bondissuance_disclaimer.phtml.
This Request for Proposals (RFP) describes the project, the required scope of services, the
contractor selection process, and the minimum information that must be included in the Proposal.
Failure to submit information in accordance with this RFP’s requirements and procedures may be
cause for disqualification.

3
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2.0

WATER AUTHORITY BACKGROUND
The Water Authority was organized on June 9, 1944 to provide a safe and reliable water supply to
its member agencies serving the San Diego Region. The Water Authority has 24 member
agencies, consisting of 6 cities, 17 special districts, and the Pendleton Military Reservation. The
Water Authority is governed by a 36-member Board. The General Manager and staff implement
the policies approved by the Board of Directors and handle the agency’s day-to-day operations.
The estimated population in San Diego County is 3.1 million people, 98 percent of whom live
within the Water Authority’s service area. The service area lies within the foothills and coastal
areas of the westerly third of San Diego County, encompassing approximately 907,634 acres. As a
water wholesaler, the Water Authority purchases the majority of its water from the Metropolitan
Water District (MWD) of Southern California.

3.0

PROJECT BACKGROUND
The Water Authority’s most recent and comprehensive revenue and rate study was conducted in
2000 (see Exhibit D, Revenue and Rate Structure Study). This study led to the current unbundled
rate structure that was implemented January 1, 2003. In January 2005, the Water Authority
transitioned to a melded supply rate to recover MWD’s costs and certain other supply costs
incurred by the Water Authority. In January 2006, the Water Authority transitioned to the melded
treatment rate to recover Water Authority water treatment costs.
In 2008, in response to MWD’s decision to phase out its Interim Agricultural Water Program
(IAWP) by 2013, the Water Authority created the Transitional Special Agricultural Water Rate
(TSAWR) to allow IAWP customers to transition out of MWD’s program, but to maintain Water
Authority credits. The TSAWR was set to expire in 2013. In 2009, the Water Authority created
the Special Agricultural Water Rate (SAWR), which is a permanent agricultural rate for the
region. The TSAWR was revised in 2010 based upon input from a Water Authority Board
Workgroup and agricultural industry representatives. In 2011, the Board directed that agricultural
customers receiving the TSAWR service will pay the Water Authority’s melded supply rate, but
agricultural deliveries will continue to be exempt from storage charges and subject to reduced
Emergency Storage Project (ESP) and Carryover Storage Project (CSP) deliveries. The TSAWR
was extended by the Board until December 2014See Exhibit E, Transitional Special Agricultural
Water Rate Ordinance for the current rate and charge ordinances, and Exhibit F, An Ordinance
amending the TSAWR Program. Exhibit G, Ten-Year Rate Table, shows MWD and Water
Authority water rates and charges for the last ten years.
Since 2000, when the last rate study was conducted, the water supply environment facing the
Water Authority has undergone significant changes. More information is provided in the Water
Authority’s Annual Report at: http://viewer.zmags.com/publication/e1f8bdaf#/e1f8bdaf/1. In
addition, the Water Authority’s business model has shifted from a conveyor of water to a
conveyor and supplier of water.
On June 10, 2010, the Water Authority’s Board unanimously approved filing suit against MWD
challenging MWD’s adopted calendar year 2011 and 2012 water rates. The complaint is concerned
4
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with the allocation of certain costs to rates and charges. The claim specifically addresses the misallocation of State Water Project Supply and local supply development costs to transportation
rather than to supply rates. In conjunction with approval of the lawsuit against MWD, the Board
directed staff and appropriated funds to review how the Water Authority allocates its own local
supply development costs. (For more information on the MWD lawsuit, see
http://www.sdcwa.org/mwdrates/index.phtml). On June 28, 2012, the Water Authority’s Board
unanimously approved filing suit against MWD, challenging its 2013 and 2014 water rates on
grounds similar to the 2010 case.
In both 2005 and 2010, the Water Authority’s Urban Water Management Plan (UWMP) identified
seawater desalination as a potential resource for the region’s supply diversification. The Carlsbad
Desalination Project has obtained all required permits and environmental clearances and will be
the first large-scale seawater desalination plant in California. When completed, it will produce
56,000 acre feet of highly reliable, local water annually – enough to meet the needs of more
than 110,000 average single-family households. In 2020, water from the plant is anticipated to
account for about 7 percent of the total regional supply. The Water Authority and Poseidon
completed negotiations of a proposed 30-year Water Purchase Agreement that outlines the
responsibilities and process by which the Water Authority will purchase water from the Carlsbad
Desalination Project. On September 27, 2012 the Water Authority released the proposed water
purchase agreement to the public. (See Exhibit H, Carlsbad Seawater Desalination Project Water
Purchase Agreement). The Board is currently deciding how to incorporate the desalination project
costs into the Water Authority’s rates and charges.
4.0

SCOPE OF WORK
Task 1: Calendar Year 2014 Cost of Service Study
Contractor shall review the Water Authority’s projected calendar year 2014 revenue requirement
and conduct a cost of service study to determine the appropriate rate and charge levels. To
complete the study, Contractor shall perform the following, at a minimum:
a. Functionalize the Water Authority’s operating costs by meeting with department
representatives and reviewing their activities to ensure that all operating expenses
including G&A (General and Administrative) are properly allocated to rate and charge
categories (See Exhibit J, Water Authority Organizational Chart).
b. Review the Capital Improvement Program (CIP) rate and charge allocations. Working
with Water Authority staff, review the rate and charge allocation methodology for CIP
projects.
c. Review rate and charge allocation methodology for the Water Authority’s
miscellaneous revenues and reserve requirements. This includes Standby, System and
Treatment Capacity Charges, property tax, investment earnings, and other
miscellaneous income.
d. Working with Water Authority staff, determine the recommended rates and charges for
calendar year 2014.
5
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e. Once the study is complete, provide formal reports and present findings to the Board
and other stakeholders.
Anticipated deliverables:



Draft and final Cost of Service Study
Draft and final presentations (4 meetings)

Task 2: Carlsbad Desalination Project Cost of Service Study
If the Carlsbad Desalination Project is approved by the Board, Contractor shall review the
Project’s projected costs and conduct a review of the proposed cost allocation methodology. In
addition, Contractor shall conduct a cost of service study to determine the estimated impact of the
Project on rate and charge levels. To complete the study, Contractor shall perform the following,
at a minimum:
a. Functionalize the Project’s operating costs and allocate the costs to the appropriate rate
and charge category.
b. Review the capital costs of the Project and determine the cost allocation to rates and
charges. This includes both the direct Project costs as well as costs associated with
integrating the Project into the Water Authority’s system.
c. Calculate the estimated rate and charge impacts of the Project.
d. Once the study is complete, provide formal reports and present findings to the Board
and other stakeholders.
Anticipated deliverables:



Draft and final Desalination Cost of Service Study
Draft and final presentations (4 meetings)

Task 3: Calculation Capacity Charges
Contractor shall apply the established methodology for the calculation Water Authority’s System
and Treatment Capacity Charges. If the Carlsbad Desalination Project is approved, the Contractor
shall also apply the established methodology for the calculation of the Supply Capacity Charge.
All calculated charges will be effective early calendar year 2013. To complete this task,
Contractor shall perform the following, at a minimum:
a.

System and Treatment Capacity Charge
i. Review the Water Authority’s User Guide for the Asset Replacement Cost Less
Depreciation Calculator and associated Asset Replacement Cost spreadsheet
model
ii. Review current Water Authority Capital Improvement Program to identify; 1)
projects completed between FY 2007 and FY 2012, 2) facilities no longer in
use, and 3) new projects added after FY 2007

6
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iii. Update the Asset Replacement Cost spreadsheet model to incorporate; 1)
updated projects list, 2) revised historic capital cost by facility-type category,
and 3) most recent Engineering News Record Construction Cost Index for Los
Angeles
iv. Compute updated 2013 System and Treatment capital replacement costs
v. Revise member agency specific pump-back credits for the Treatment Capacity
Charge
vi. Assist in the refinement of Water Authority new meter forecast
vii. Calculate CY 2013 System and Treatment Capacity Charges
viii. Evaluate a methodology for an automatic annual escalator
b. Supply Capacity Charge
i. Review the Project Water Purchase Agreement
ii. Identify debt service and equity component of the Project
iii. Evaluate preferred alternative for allocation of growth’s share of the Project
capital cost to be recovered
iv. Calculate CY 2013 Supply Capacity Charge
Anticipated deliverables:


5.0

Draft and final report
Draft and final presentations (4 meetings)

PRE-SUBMITTAL ACTIVITIES
5.1

Questions Concerning the RFP
All questions regarding the RFP should be emailed to Chris Elmquist at
celmquist@sdcwa.org, as soon as possible, but no later than 5:00 p.m. on October 10,
2012.

5.2

Revision to the RFP
The Water Authority reserves the right to revise the RFP before the date proposals are due.
Revisions to the RFP shall be distributed to all potential contractors. The Water Authority
reserves the right to extend the date by which the proposals are due.

6.0

SUBMITTAL REQUIREMENTS
6.1

One executed original, clearly marked on the cover, and five (5) copies of the Proposal
shall be submitted.
7
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6.2

The Proposal shall be signed by an individual or individuals authorized to execute legal
documents on behalf of the contractor.

6.3

The Proposal must be received no later than 4:00 p.m., on October 19, 2012, at the office
of:
SAN DIEGO COUNTY WATER AUTHORITY
ATTN: Melody Parker
4677 Overland Avenue
San Diego, CA 92123

6.4

7.0

The Proposal shall be submitted in sealed package(s) with the following information
clearly marked on the outside of each package:


Name of contractor



Cost of Service Study



Package number (e.g., 1 of __, 2 of __, etc.)



The word “PROPOSAL” written or stamped in red

6.5

Failure to comply with the requirements of this RFP may result in disqualification.

6.6

Proposals and/or modifications thereto received subsequent to the hour and date specified
above will not be considered and will be returned unopened to the proposer.

PROPOSAL REQUIREMENTS
Written proposals shall include a discussion of the contractor’s approach to the project; identify
key personnel; propose a project plan and schedule; and provide cost estimates.
7.1

7.2

General
7.1.1

The Proposal should be concise, well organized, and demonstrate the Contractor’s
understanding of the Project.

7.1.2

Contractors will be evaluated based on the information submitted in accordance
with Section 7.2 below.

Contents
Proposals submitted in response to this RFP shall be in the following order and shall
include:

8
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7.2.1

Executive Summary
Include a one-to-two page overview of the entire Proposal describing the highlights
of the Proposal.

7.2.2

7.2.3

Identification of Contractor


Legal name and address of company.



Name and address of principal place of business.



Legal status of contractor (sole proprietorship, partnership, corporation, joint
venture, etc.). If joint venture or partnership identify the members of the joint
venture or partnership and provide all information required under this section
for each member.



If company is wholly owned subsidiary of a parent company, identify the parent
company.



Address(es) of office(s) located in San Diego County, if applicable.



Number of years company has maintained an office in San Diego County, if
applicable.



Number of employees in San Diego County, if applicable.



Name, title, address, telephone number, and email address of person to contact
concerning the Proposal.

Experience
Describe contractor’s experience in completing similar contracting efforts. List
three (3) successfully completed projects of similar nature with name of company
and Project Manager, telephone numbers, email address(es), type of work
performed, and value of each contract. Contracting projects currently being
performed may be submitted for consideration.

7.2.4

Proposed Method to Accomplish the Work
Discuss contractor’s approach to the project. Include a proposed project schedule.

7.2.5

Project Organization and Key Personnel
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Describe proposed project organization, including key personnel and respective
responsibilities. Indicate role and responsibilities of prime contractor and all
subcontractors, including small contractors. The evaluation will consider the
9

entire team, therefore no changes in team composition will be allowed without
prior written approval by the Water Authority.


7.2.6

7.2.7

Provide detailed discussion of the experience of contractor’s Project Manager
and other key staff members on projects of similar size, capacity, and dollar
value. For each similar project, include client’s name, contact person,
telephone number(s), and email address(es).

Cost Proposal and Fee Schedule


Contractor services costs are to be provided on a per task basis such that before
beginning work on any project, an itemized estimate can be provided to the
Water Authority. Itemized task estimate must indicate hourly rates for
individuals identified by classification and name. List per mile travel costs (not
to exceed IRS allowances) and any other costs associated with performing the
service. No subcontractor markup shall be allowed.



The contractor shall indicate that any additional requested services shall be
provided on a time and material basis per the contracted labor rate and fee
schedule.

Previous Contracts with the Water Authority
The contractor shall submit a listing of all prime contracts and/or amendments
awarded to contractor by the Water Authority in the last three (3) years. The list
shall include a: short description of contract scope, award date, completion date,
and contract value. If the contractor is a Joint Venture, a list shall be submitted for
each member of the Joint Venture. If the contractor has not been awarded any
prime contracts and/or amendments by the Water Authority in the last three (3)
years, the contractor shall so state.

7.2.8

Addenda to this RFP
Contractor shall confirm in its Proposal the receipt of all addenda issued to this
RFP. Contractor is not required to include copies of the actual addenda in its
Proposal.

7.2.9

SCOOP Documentation
Contractor shall submit a completed SCOOP Schedule A-1 (Exhibit B). Refer to
Section 11.3 for instructions on how to complete the form.

10
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8.0

9.0

CONTRACTOR NOMINATION AND SELECTION PROCESS
8.1

A Contractor Selection Panel (Panel) will be established for this project and will include
representatives from the Water Authority, and when deemed in the Water Authority’s best
interests, representatives of its member agencies and/or the general public.

8.2

Based on the proposals submitted, the Water Authority’s Panel will select a short list of
qualified firms for this project.

8.3

The Panel may interview the short-listed firms. Based on the Proposal and interview, the
Panel will rank the finalists as to qualifications. The Panel will recommend the selected
firm to the General Manager; and will request authority to enter into negotiations with the
selected firm. The General Manager has final authority for selection.

8.4

Upon receipt of the General Manager’s authorization to negotiate, the Water Authority will
establish a negotiating team and enter into negotiations with the selected firm.
Negotiations will cover: scope of work, contract schedule, technical specifications, and
price. If the negotiating team is unable to reach an acceptable contract with the selected
firm, the negotiating team will recommend to the General Manager that the negotiations be
terminated and that negotiations with the second ranked firm be initiated. The General
Manager has final authority to terminate negotiations and move to the next ranked firm.

8.5

After negotiating a proposed contract that is fair and reasonable, the negotiating team will
recommend to the General Manager that the Water Authority enter into the proposed
contract. The General Manager will make the final recommendation to the Board of
Directors of the Water Authority, if required, concerning the proposed contract. Final
authority to approve the contract rests with the General Manager or with the Water
Authority Board of Directors if required by the Water Authority’s Administrative Code.

EVALUATION CRITERIA
At a minimum, proposals and contractor selection will be evaluated based on the following
minimum criteria:
9.1

Scope of Work: 25%
 Understanding of project and purpose
 Responsiveness to RFP, including approach and methodology proposed
 Appropriate level of detail in Proposal
 Familiarity with problems associated with project

9.2

Technical Competence: 25%
 Technical/specialized qualifications of team, including subcontractors
 Experience of key personnel with similar projects
 Depth of technical expertise in firm
 Provisions for technical and quality review
 Familiarity with the Water Authority’s water system
11
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10.0

9.3

Past Performance: 10%
 Technical quality of prior projects
 Demonstrated ability to meet schedules
 Cost control
 Performance on Water Authority or other agency projects

9.4

Organization and Schedule: 20%
 Commitment of key personnel
 Financial capability and resources of firm
 Flexibility to changes in scopes and schedules

9.5

Cost Proposal: 20%
 Proposed fee relative to the services to be provided

SCHEDULE FOR NOMINATION, SELECTION, AND AWARD
The Water Authority anticipates that the process for nominating and selecting a contractor, and
awarding the contract, will be according to the following tentative schedule:
10.1
10.2
10.3
10.4
10.5
10.6
10.7

11.0

Issue RFP:
Proposal due date:
Oral interviews:
Selection and notification:
Approval of Contract:
Notice to Proceed:
Contract Completion Date:

October 5, 2012
October 19, 2012
October 29, 2012
November 1, 2012
November 29, 2012
January 2, 2013
May 31, 2013

SMALL CONTRACTOR OUTREACH AND OPPORTUNITIES PROGRAM (SCOOP)
REQUIREMENTS
11.1

The Water Authority’s SCOOP is designed to maximize participation of diverse, qualified,
small contractors, consultants and vendors seeking to do business with the Water
Authority.

11.2

Due to the limited scope of this project, the Water Authority anticipates limited
subcontracting opportunities. The Water Authority does continue to promote opportunities
for small business participation and encourages outreach to small firms should
subcontracting opportunities become available on this project.

11.3

The Contractor must complete the following form: Schedule A-1, Designation of
Subcontractors, Vendors and Services Providers (refer to Exhibit B) by entering the name
and location of the place of business of each subcontractor, vendor or service provider who
will perform work or labor or render service to the Contractor, or who will furnish
materials, products or equipment to the Contractor, and the portion of work to be furnished
or supplied by each subcontractor. If no subcontractors, vendors, or material suppliers are
to provide services related to this project, enter “None”.
12
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12.0

SPECIAL CONDITIONS
12.1

Reservations
This RFP does not commit the Water Authority to award a contract, to defray any costs
incurred in the preparation of a Proposal in response to this RFP, or to procure or contract
for work. The Water Authority reserves the right to award this contract to the contractor(s)
determined to offer the quality, standards, and prices most advantageous to the Water
Authority.

12.2

Public Records
All Proposals submitted in response to this RFP become the property of the Water
Authority and under the Public Records Act (Government Code § 6250 et. seq.) are public
records, and as such may be subject to public review. However, the Water Authority
proposals shall not be disclosed until negotiations are complete and a recommendation for
selection and award is made to the Board of Directors or General Manager. Pursuant to
Administrative Code Section 4.04.180 the proposals will be subject to public review at
least 10 days before selection and award.
If a proposer claims a privilege against public disclosure for trade secret or other
proprietary information, such information must be clearly identified in the Proposal. Note
that under California law, price proposal to a public agency is not a trade secret.

12.3

Right to Cancel
The Water Authority reserves the right to cancel, for any reason, in part or in its entirety,
this RFP including but not limited to: selection schedule, submittal date, and submittal
requirements. If the Water Authority cancels or revises the RFP, all proposers will be
notified in writing by the Water Authority.

12.4

Additional Information
The Water Authority reserves the right to request additional information and/or
clarifications from any or all proposers to this RFP.

12.5

Conflict of Interest
The contractor is subject to all federal, state and local conflict of interest laws, regulations
and policies applicable to public contracts and procurement practices. The Water
Authority has established a policy concerning potential conflict of interest in program
management, design and construction. This policy applies to all contractors and their
proposed subcontractors. Refer to the Professional Services Contract for additional
information.
13
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12.6

Public Information
Release of Public Information – Contractors desiring to release information to the public
must receive prior written approval from the Water Authority.

12.7

Professional Services Contract
The selected contractor will be required to sign a Professional Services Contract a sample
of which is attached, and to provide the Insurance Certificates and all other required
documentation within 15 calendar days of notification of award.

12.8

Insurance Requirements
The Water Authority requires contractors and vendors doing business with it to obtain
insurance as shown in the attached Professional Services Contract. The required insurance
certificates must comply with all requirements of the standards as shown in the Contract
and an original copy must be provided within 15 days of notification of award and before
commencement of any work on the project.

12.9

Noncollusion
Proposer shall not submit a proposal on behalf of or in the interest of any undisclosed
person, partnership, company, association, organization, or corporation. The Proposal
shall be genuine and not collusive or a sham or false proposal. Proposer shall not in any
manner directly or indirectly with any one seek to have others refrain from submitting a
proposal; shall not agree, communicate or conference with anyone to fix any overhead,
profit or cost element of the proposal price, or to secure any advantage against the Water
Authority or anyone interested in submitting a proposal in response to this request.
Proposer shall not submit any false statements and shall not pay any fee to any corporation,
partnership, company, association, organization, or to any member or agent to effectuate a
collusive or sham proposal.

14
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Attachment B

PROFESSIONAL SERVICES CONTRACT
1.

PARTIES:

The parties to this contract are the SAN DIEGO COUNTY WATER AUTHORITY, a county
water authority, (the Water Authority) and Carollo Engineers, Inc., a Delaware corporation
(Contractor).
2.

SCOPE OF SERVICES:

The services to be provided by Contractor are described in Attachment A.
3.

PAYMENT:

(a)
Payment for services. The Water Authority shall pay for services performed in
accordance with this contract according to the payment and fee schedule contained in
Attachment B.
(b)
Reimbursement of expenses. Contractor will be reimbursed for actual, reasonable and
necessary expenses incurred in the performance of services in accordance with the expense
reimbursement schedule included in Attachment B.
(c)
Maximum payment. The maximum payment under this contract for services, and if
authorized, reimbursement of expenses, shall not exceed $106,000.
(d)
Invoices. Invoices for services will be submitted on a monthly basis in accordance with
Attachment B. The Water Authority generally will process and pay bills within thirty (30) days
from receipt. Each bill shall include an invoice showing the amount of services rendered during the
billing period and the fee for such services. If reimbursement of expenses is authorized,
Contractor shall submit monthly invoices for such expenses, including full documentation of
each expense incurred. Payments are subject to a final audit upon completion of services or
other termination of this contract.
(e)
Audit of Records. Contractor shall maintain complete and accurate records of all
payrolls, expenditures, disbursements and other cost items charged to the Water Authority for
establishing the basis of an invoice, for a minimum of four (4) years from the date of final
payment to Contractor. All such records shall be clearly identifiable. Contractor shall allow
Water Authority representative to inspect, examine, copy and audit such records during regular
business hours upon 24 hours’ notice.
4.

TIME FOR PERFORMANCE:

(a)

Contractor will complete all services by November 30, 2014.

(b)
Extension of time for unforeseen circumstances. In the event that the Contractor is
unable to meet the completion date or schedule of services, if any, due to circumstances beyond
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1

Contractor’s reasonable control, such as war, riots, strikes, lockouts, work slow down or
stoppage, except strikes, lockouts, or work slow down or stoppage of Contractor’s employees or
subcontractors, acts of God, such as floods or earthquakes, and electrical blackouts or brownouts,
Contractor shall inform the Contract Manager of the additional time required to perform the
work and the Contract Manager may adjust the schedule.
5.

STANDARD OF PERFORMANCE:

Contractor's services shall be performed in accordance with generally accepted professional
practices and principles and in a manner consistent with the level of care and skill ordinarily
exercised by members of Contractor’s profession currently practicing under similar conditions.
Whenever the scope of work requires or permits approval by the Water Authority, it is
understood to be approval solely for the purposes of conforming to the requirements of the scope
of work and not acceptance of any professional or other responsibility for the work. Such
approval does not relieve the Contractor of responsibility for complying with the standard of
performance or laws, regulations, industry standards, or from liability for damages caused by
negligent acts, errors, omissions, noncompliance with industry standards, or the willful
misconduct of Contractor or its subcontractors. By delivery of completed work, Contractor
certifies that the work conforms to the requirements of this contract and all applicable federal,
state and local laws. If Contractor is retained to perform services requiring a license,
certification, registration or other similar requirement under California law, Contractor shall
maintain that license, certification, registration or other similar requirement throughout the term
of this Contract.
6.

INDEPENDENT CONTRACTOR:

Contractor is an independent contractor. Neither Contractor nor any of Contractor’s officers,
employees, agents or subcontractors, if any, is an employee of the Water Authority by virtue of
this contract or performance of any work under this contract.
7.

ASSIGNMENT:

Contractor shall not assign or transfer voluntarily or involuntarily any of its rights, duties, or
obligations under this contract without the express written consent of the Water Authority in each
instance.
8.

SUBCONTRACTORS:

Contractor will perform the work personally or through Contractor’s employees. Contractor may
subcontract work only upon prior approval of the Water Authority and in compliance with
provisions of the Water Authority’s Small Contractor Outreach and Opportunities Program, if
the Water Authority determines that the program provisions are applicable.
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9.

CONTRACTOR’S EMPLOYEES:

(a)
Immigration Reform and Control Act of 1986. Contractor is aware of the requirements
of the Immigration Reform and Control Act of 1986 and shall comply with those requirements,
including, but not limited to, verifying the eligibility for employment of all of Contractor’s
agents, employees, subcontractors and Contractors that are included in this contract.
(b)
Limitation of Water Authority Liability. The payment made to Contractor pursuant to
this contract shall be the full and complete compensation to which Contractor and Contractor’s
officers, employees, agents and subcontractors are entitled for performance of any work under
this contract. Neither Contractor nor Contractor’s officers or employees are entitled to any
salary or wages, or retirement, health, leave or other fringe benefits applicable to employees of
the Water Authority. The Water Authority will not make any federal or state tax withholdings
on behalf of Contractor. The Water Authority shall not be required to pay any workers'
compensation insurance on behalf of Contractor.
(c)
Indemnification for Employee Payments. Contractor agrees to defend and indemnify the
Water Authority for any obligation, claim, suit or demand for tax, retirement contribution
including any contribution to the Public Employees Retirement System (PERS), social security,
salary or wages, overtime payment, or workers' compensation payment which the Water
Authority may be required to make on behalf of Contractor or any employee of Contractor, or
any employee of Contractor construed to be an employee of the Water Authority, for work done
under this contract. This is a continuing obligation that survives the termination of this contract.

10.

FAIR EMPLOYMENT PRACTICES:

(a)
Administrative Code Provisions. Contractor 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, gender, gender identity, gender expression, 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, gender, gender identity, gender expression 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,
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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 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)
Civil Rights Act. Contractor 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, any other applicable federal and state laws and regulations hereinafter
enacted, and the Water Authority’s Small Contractor Outreach and Opportunities Program.
(c)
Water Authority Discrimination/Harassment Policy. Contractor and its officers,
employees, agents and subcontractors shall comply with the Water Authority’s
Discrimination/Harassment Prohibition Policy in performance of this contract.
(d)
Indemnification. To the fullest extent permitted by law and without limitation by the
provisions of Section 19 relating to insurance, the Contractor shall also indemnify, defend and
hold harmless the Water Authority, and its directors, officers, employees and agents from and
against all liability (including without limitation all claims, damages, penalties, fines, and
judgments, associated investigation and administrative expenses, and defense costs, including
but not limited to reasonable attorneys' fees, court costs, and costs of alternative dispute
resolution) resulting from any claim of discrimination or harassment, including but not limited to
sexual harassment, arising from the conduct of the Contractor or any of the Contractor’s officers,
employees, agents, licensees, or subcontractors. In the event of a discrimination or harassment
complaint against any employee, agent, licensee or subcontractor of the Contractor or its
subcontractors, the Contractor shall take immediate and appropriate action in response to such
complaint, including, but not limited to termination or appropriate discipline of any responsible
employee, agent, licensee or subcontractor. The provisions of this Section survive completion of
the services or termination of the Contract.
11.

WORKPLACE CONDUCT AND BEHAVIOR:

Contractor and Contractor’s officers, employees, agents and subcontractors shall comply with
the Water Authority’s Substance-free Work Place Policy, Information and Communications
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Systems Policy, and other rules and regulations governing work place safety, conduct, and
behavior, for any portion of the work performed on the premises of the Water Authority or using
Water Authority facilities or equipment.
12.

OWNERSHIP OF WORK PRODUCT:

Upon delivery, the work product, including without limitation, all original reports, writings,
recordings, drawings, files, and detailed calculations developed under this contract are the
property of the Water Authority. Contractor agrees that all copyrights which arise from creation
of the work pursuant to this contract shall be vested in the Water Authority and waives and
relinquishes all claims to copyright or other intellectual property rights in favor of the Water
Authority. Water Authority acknowledges that its use of the work product is limited to the
purposes contemplated by the scope of work and that the Contractor makes no representation of
the suitability of the work product for use in or application to circumstances not contemplated by
the scope of work.
13.

FORMAT OF DOCUMENTS:

Documents submitted to the Water Authority in electronic format shall be formatted according to
specifications provided by the Water Authority, or if not otherwise specified, in Microsoft Word,
Excel, PowerPoint or other Microsoft Office Professional 2007 format as appropriate for the
particular work product or, if directed by the Contract Manager in Adobe Acrobat pdf format.
14.

CHANGES IN WORK:

No payment for changed or additional work shall be made unless the changed or additional work
has first been approved in writing by the Contract Manager and the parties have agreed upon the
appropriate adjustment, if any, to the payment schedule and maximum payment amount for the
changed or additional work. The Contract Manager may order changes or additions to the scope
of work. Whether a change or addition to the scope of work is proposed by the Contractor or
ordered by the Contract Manager, the parties shall in good faith negotiate an appropriate
adjustment, if any, to the payment schedule and maximum payment for the changed or additional
work. An approved change or addition, along with the payment adjustment, if any, will be
effective upon an amendment to this contract executed by both parties. The amendment shall not
render ineffective or invalidate unaffected portions of this contract. All changes in work that
increase the amount of payment shall be subject to Section 4.04.040 of the Water Authority
Administrative Code.
15.

CONFIDENTIALITY:

(a)
Confidential Nature of Information. Contractor shall treat all information obtained from
the Water Authority in the performance of this contract as confidential and proprietary to the
Water Authority. Contractor shall treat all records and work product prepared or maintained by
Contractor in the performance of this contract as confidential.
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(b)
Limitation on use and disclosure. Contractor agrees that it will not use any information
obtained as a consequence of the performance of work for any purpose other than fulfillment of
Contractor’s scope of work. Contractor will not disclose any information prepared for the Water
Authority, or obtained from the Water Authority or obtained as a consequence of the
performance of work to any person other than the Water Authority, or its own employees, agents
or subcontractors who have a need for the information for the performance of work under this
contract unless such disclosure is specifically authorized in writing by the Water Authority.
(c)
Security plan. If requested by the Contract Manager, Contractor shall prepare a security
plan to assure that information obtained from the Water Authority or as a consequence of the
performance of work is not used for any unauthorized purpose or disclosed to unauthorized
persons. Contractor shall advise the Water Authority of any request for disclosure of
information or of any actual or potential disclosure of information.
(d)
Survival. Contractor’s obligations under this paragraph shall survive the termination of
this contract.
16.

PROHIBITED INTEREST:

No official or employee of the Water Authority who is authorized in such capacity on behalf of
the Water Authority to negotiate, make, accept, or approve, or take part in negotiating, making,
accepting, or approving this contract, shall become directly or indirectly interested in this
contract or in any part thereof. No officer or employee of the Water Authority who is authorized
in such capacity and on behalf of the Water Authority to exercise any executive, supervisory, or
similar functions in connection with the performance of this contract shall become directly or
indirectly interested personally in this contract or any part thereof.
17.

CONFLICT OF INTEREST:

(a) Local Conflict of Interest Code Compliance. The Water Authority has determined, based on
the scope of the services to be provided by Contractor under this contract, that this contract does
not confer on Contractor or any of Contractor’s employees the status of a “designated employee”
or “Consultant” of the Water Authority for the purposes of the Water Authority’s Local Conflict
of Interest Code and the California Political Reform Act. This contract does not require or
permit Contractor 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).
(b)
Disqualification. Contractor shall not make or participate in making or in any way
attempt to use Contractor's position to influence a governmental decision in which Contractor
knows or has reason to know Contractor has a direct or indirect financial interest other than the
compensation promised by this contract. Contractor will not have such interest during the term
of this contract. Contractor will immediately advise the General Counsel of the Water Authority
if Contractor learns of a financial interest of Contractor's during the term of this contract. If
Contractor’s participation in another Water Authority project would create an actual or potential
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conflict of interest, in the opinion of the Water Authority, the Water Authority may disqualify
Contractor from participation in such other project during the term of this Contract.
(c)
Contractor shall not engage in similar rate or financial service studies or other
transactions with any agency with which the Water Authority is involved in active litigation
relating to rates.
18.

INDEMNIFICATION:

(a)
To the fullest extent permitted by law, the Contractor 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 Contractor’s performance
of services under this contract, or any negligent or wrongful act or omission of the Contractor or
Contractor’s officers, employees, agents, or subcontractors. 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. The Contractor’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. If it is finally adjudicated that liability is caused by the comparative active negligence or
willful misconduct of an indemnified party, the Contractor’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 Contractor’s duty to
indemnify. The Contractor 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 the Contractor 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 the Contractor from its separate and 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 the Contractor 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, Contractor 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 Contractor’s work or work product by any
indemnified party shall not affect, relieve or reduce the Contractor’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.
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19.

INSURANCE:

(a)
Requirement. Contractor shall procure and maintain during the period of performance of
this contract insurance from insurance companies authorized to do business in the State of
California, as set forth in this section. These policies shall be primary insurance as to the Water
Authority so that any other coverage held by the Water Authority shall not contribute to any loss
under Contractor's insurance.
General liability: (with coverage at least as broad as ISO form CG 00 01 10 01) coverage
in an amount not less than $1,000,000 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.
Professional liability: (errors and omissions) for damage alleged to be as a result of
errors, omissions or negligent acts of Contractor coverage in an amount not less than $1,000,000
per claim. Professional liability insurance shall remain in place for twelve months following
contract completion.
Workers' compensation and employer's liability: coverage shall comply with the laws of
the State of California, but not less than an employer’s liability limit of $1,000,000.
A deductible or retention may be utilized, subject to approval by the Water Authority.
All policies that include a self-insured retention shall include a provision that payments of
defense costs and damages (for bodily injury, property damage, personal injury or any other
coverages included in the policy) by any party including additional insureds or insurers, shall
satisfy the self-insured retention limits.
(b)

Endorsements. 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 contract.
Contractor’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 Contractor’s insurance and shall not contribute with it. The
Contractor’s endorsement of insurance shall include a waiver of any rights of subrogation against
the Water Authority, and its directors, officers, employees and agents.
Contractor’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
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given to the Water Authority, or after ten (10) days’ written notice in the case of cancellation for
non-payment of premium.
(c)
Qualifications of Insurer. The insurance shall be provided by an acceptable insurance
provider, as determined by the Water Authority, which satisfies the following minimum
requirements: An insurance carrier admitted to do business in California and maintaining an
agent for process within the state. Such insurance carrier shall maintain a current A.M. Best
rating classification of "A-" or better and a financial size of "$10 million to $24 million (Class V)
or better", or A Lloyds of London program provided by syndicates of Lloyds of London and
other London insurance carriers, providing all participants are qualified to do business in
California and the policy provides for an agent for process in the state. Workers’ Compensation
and Employer’s Liability shall be provided by an A-V rated carrier or by the California State
Compensation Fund. If provided by a carrier other than California State Compensation Fund,
Contractor shall provide proof of the carrier’s A-V rating to Water Authority.
(d)
Provision of Insurance Prior to Commencement of Services. Before commencing any
services, Contractor shall furnish certificates of insurance and endorsements affecting coverage
on forms provided by Water Authority, or on equivalent ISO forms that contain provisions
required by this contract.
20.

ACCIDENT REPORTS:

Contractor shall immediately report (as soon as feasible, but not more than 24 hours) to the
Water Authority any accident or other occurrence causing injury to persons or property during
the performance of this Contract. If required by the Water Authority’s Risk Manager, the report
shall be made in writing and shall include, at a minimum: (a) the names, addresses, and
telephone numbers of the persons involved, (b) the names, addresses and telephone numbers of
any known witnesses, (c) the date, time and description of the accident or other occurrence.
21.

COVENANT AGAINST CONTINGENT FEES:

Contractor agrees that its firm has not employed or retained any company or person, other than a
bona fide employee working for Contractor, to solicit or secure this contract, and that Contractor
has not paid or agreed to pay any company or person, other than a bona fide employee, any fee,
commission, percentage, brokerage fee, gift, or any other consideration contingent upon, or
resulting from, the award or making of this contract. For breach or violation of this provision,
the Water Authority shall have the right to terminate this contract without liability, or, in its
discretion, to deduct from the contract price or consideration, or otherwise recover, the full
amount of such fee, commission, percentage, brokerage fees, gift, or contingent fee.
22.

TERMINATION OR ABANDONMENT:

(a)
Water Authority’s Rights. The Water Authority has the right to terminate or abandon any
portion or all of the work by giving ten (10) days’ written notice. Upon receipt of a notice of
termination, Contractor shall perform no further work except as specified in the notice. Before
the date of termination, Contractor shall deliver to Water Authority all work product, whether
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completed or not, as of the date of termination and not otherwise previously delivered. The
Water Authority shall pay Contractor for services performed in accordance with this contract
before the date of termination. If this contract provides for payment of a lump sum for all
services or by task and termination occurs before completion of the work or any defined task
which according to the performance schedule was commenced before the notice of termination,
the fee for services performed shall be based on an amount mutually agreed to by the Water
Authority and Contractor for the portion of work completed in conformance with this contract
before the date of termination. In addition, the Water Authority will reimburse Contractor for
authorized expenses incurred and not previously reimbursed. The Water Authority shall not be
liable for any fees or costs associated for the termination or abandonment except for the fees, and
reimbursement of authorized expenses, payable pursuant to this section.
(b)
Contractor’s Rights. Contractor, if Contractor is not in default or breach, may terminate
Contractor’s obligation to provide further services under this contract upon thirty (30) days’
written notice only in the event of a material default by the Water Authority, which default has
not been cured within thirty (30) days following the written notice.
23.

SUCCESSORS OR ASSIGNS:

All terms, conditions, and provisions of this contract shall apply to and bind the respective heirs,
executors, administrators, successors, and assigns of the parties. Nothing in this paragraph is
intended to affect the limitation on assignment.
24.

DAMAGE OR LOSS OF EQUIPMENT OR FACILITIES:

General Obligation. Contractor shall pay to the Water Authority the replacement cost of any
equipment or repair cost of any facilities provided by the Water Authority for Contractor’s use in
performance of services that is lost or damaged by Contractor or Contractor’s officers,
employees, agents or subcontractors.
25.

ELECTRONIC COMMUNICATIONS:

During the course of this contract, communications may occur through sending, receiving or
exchanging electronic versions of documents and e-mails using commercially available computer
software and Internet access. Contractor 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. Contractor and the Water Authority view the issues raised by
these viruses seriously and have invested in document and e-mail scanning software that identify
and reject files containing known viruses. Contractor agrees to update its system with the
software vendor’s most current releases at regular intervals. Because 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
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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.
26.

LAWS AND VENUE:

This contract and disputes arising out of or relating to the contract or the parties’ relationship are
governed by the laws of the State of California. Any action or proceeding arising out of or
relating to the contract or the parties’ relationship shall be brought in a state or federal court
situated in the County of San Diego, State of California.
27. ADMINISTRATION:
(a)
Contractor’s principal place of business and agent for service of process. Contractor’s
principal place of business is 2700 Ygnacio Valley Road, Suite 300, Walnut Creek, CA 94598.
Contractor’s agent for service of process is Jeffrey R. Thornbury, P.E., Principal-in-Charge.
(b)
Water Authority’s Representative. The Water Authority’s representative for
administration of this contract is Melody Parker, who is the designated Contract Manager. The
Water Authority may change the Contract Manager at any time upon notice to the Contractor.
(c)
Contractor’s Representative. The Contractor’s representative for administration of this
contract is Robert S. Grantham, who is designated as the Project Manager. The Contractor may
change the Project Manager upon written notice to and approval by the Contract Manager.
(d)
Notices. Any notice or instrument required to be given or delivered by law or this
contract shall be effective upon receipt thereof and shall be by personal service or delivered by
depositing the same in any United States Post Office, registered or certified, postage prepaid,
addressed to:
San Diego County Water Authority
4677 Overland Avenue
San Diego, CA 92123-1233
Attn: Melody Parker (Contract Manager)
Carollo Engineers, Inc.
5075 Shoreham Place, Suite 120
San Diego, CA 92122
Attn: Robert Grantham (Project Manager)
Either party may change the address or identity of the person for notices under this paragraph by
written notice to the other delivered in accordance with this paragraph.
(e)
Routine Administrative Communications. Routine administrative communication
required to be in writing may be by personal delivery, mail, facsimile transmission or electronic
mail as agreed between the Contractor and Contract Manager.
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28.

INTEGRATION AND MODIFICATION:

This contract represents the entire understanding of the Water Authority and Contractor as to
those matters contained herein. No prior oral or written understanding shall be of any force or
effect with respect to those matters covered hereunder. This contract may not be modified,
amended, or altered except in writing signed by the Water Authority and Contractor.
29.

ADVICE OF COUNSEL:

The parties agree that they are aware that they have the right to be advised by counsel with
respect to the negotiations, terms, and conditions of this contract, and that the decision of
whether or not to seek the advice of counsel with respect to this contract is a decision which is
the sole responsibility of each of the parties hereto. This contract shall not be construed in favor
or against either party by reason of the extent to which each party participated in the drafting of
the contract.
30.

INDEPENDENT REVIEW:

Each party hereto declares and represents that in entering this contract it has relied and is relying
solely upon its own judgment, belief and knowledge of the nature, extent, effect and
consequence relating thereto. Each party further declares and represents that this contract is
being made without reliance upon any statement or representation not contained herein of any
other party, or any representative, agent, or attorney of any other party.
31.

TIME:

Time is of the essence in this contract. Any reference to days means calendar days unless
otherwise specifically stated.
32.

ASSIGNMENT OF ANTI-TRUST CLAIMS:

The Contractor offers and agrees to assign to the Water Authority all rights, title and interest in
and to all causes of action it may have under Section 4 of the Clayton Act (15 U.S.C. Sec. 15) or
under the Cartwright Act [Chapter 2 (commencing with § 16700) of Part 2 of Division 7 of the
Business and Professions Code], arising from purchases of goods, services, or materials pursuant
to the contract. This assignment shall become effective at the time the Water Authority tenders
final payment to Contractor, without further acknowledgment by the parties. The Contractor
shall have the rights set forth in Sections 4553 and 4554 of the Government Code.
33.

TAXES:

The Contractor shall pay all applicable federal, state, and local excise, sales, consumer use, and
other similar taxes required by law for the execution of the work.
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34.

SIGNATURES:

The individuals executing this contract represent and warrant that they have the legal capacity
and authority to do so on behalf of their respective legal entities.

IN WITNESS WHEREOF, the parties have executed this contract on the following date.

DATED: _________________, 2012
San Diego County Water Authority

By: ________________________________
Sandra L. Kerl
Deputy General Manager

Carollo Engineers, Inc.

By: ________________________________
Jeffrey R. Thornbury, P.E.
Vice President

Approved as to form:
DANIEL S. HENTSCHKE
General Counsel
San Diego County Water Authority
By:______________________________
Rosann Gallien, Deputy General Counsel
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ATTACHMENT A
SCOPE OF WORK
Contractor shall conduct a comprehensive review of the Water Authority’s cost of service, as
provided in the tasks below.
Task 1: Calendar Year 2014 Cost of Service Study
1.1
Contractor shall work collaboratively with Water Authority staff to update and validate
its cost of service allocation and rates and charges. The validation of the Water Authority’s cost
of service and rate development shall consist of the following steps, as described below:
Analysis
Revenue Requirement
• Operations and Maintenance Needs
• Capital Funding
• Debt Obligations and Coverage
• Policy Requirements
• Offsetting Revenues
Functional Allocation
• Melded Supply
• Melded Treatment
• Transportation
• Storage
• Customer Service
Determination of Rates and Charges
Charg • Water Demand Projections
• Debt Coverage
• Reserve Requirements
Fixed Cost Allocation
Cost • Storage
• Customer Service
1.2
Review the Water Authority’s projected calendar year 2014 revenue requirement and
conduct a cost of service study to determine the appropriate rate and charge levels. Working
from the Water Authority’s existing models to complete the study, Contractor shall perform the
following:
a. Functionalize the Water Authority’s operating costs by meeting with department
representatives and reviewing their activities to ensure that all operating expenses
including G&A (General and Administrative) are properly allocated to rate and charge
categories.
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i.

Utilizing the Water Authority’s methodology, review and validate the cost
allocation based on the Water Authority’s unique system and consider the
American Water Works Association (AWWA) methodologies. Functional
categories shall include supply, treatment, transportation, storage, and customer
service.
ii.
In collaboration with Water Authority staff, develop a line-item allocation of the
budget. This allocation shall focus on calendar year 2014 costs.
b. Review the CIP rate and charge allocations. Working with Water Authority staff, review
the rate and charge allocation methodology for CIP projects.
i.
Based on the CIP data provided by the Water Authority, develop a line-item
allocation of the CIP in collaboration with Water Authority staff. This allocation
shall tie with the operating functional allocation, but account for differences
between operating and capital costs.
c. Review rate and charge allocation methodology for the Water Authority’s miscellaneous
revenues and reserve requirements. This includes Standby, Infrastructure Access,
System, and Treatment Capacity Charges, property tax, investment earnings, and other
miscellaneous income.
i.
Miscellaneous revenues offset revenue needs from rates, while reserve
requirements either add to the amount to be collected from rates or provide
temporary offsets. Review the allocation for these revenues and reserves so they
are consistent with the overall functional allocation and equitably adjust rates.
d. Working with Water Authority staff, determine the recommended rates and charges for
calendar year 2014 (Melded M&I Supply and Treatment, Transportation, Treated and
Untreated Special Agricultural Water, Infrastructure Access, Customer Service, Storage,
and Standby).
i.
Based on the functional allocation of the operations and maintenance costs, CIP,
and miscellaneous revenues and reserve requirements, validate and develop rates
and charges based on the Water Authority’s existing rate schedule. To achieve
equitable and revenue sufficient rates, evaluate three potential demand forecasts
(low, average, and high demand), including population growth projections from
SANDAG. Development or analysis of a rate redesign is not included in this
scope.
ii.
Validation of the functional allocation and water demand assumptions shall result
in an updated calendar year 2014 rate schedule.
e. Once the study is complete, provide formal reports and present findings to the Board and
other stakeholders. Prepare a draft and final version of a summary report that clearly
documents the methodology, process, and findings of the rate study and its
recommendations. This report shall define the need for, or validation of, cost
allocations, rate increases, multi-year revenue requirements, and the proposed calendar
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year 2014 rates. Present a draft report to Water Authority staff for review and comment.
Incorporate comments on the draft report into the final report.
f. Present the study findings to the Board and other stakeholders in a series of two (2)
presentations. The presentations shall clearly communicate the basis of the
recommendations in order to garner support, and may be jointly performed with Water
Authority staff, as appropriate.
1.3
Deliverables:
a. Draft and final Cost of Service Study
b. Draft and final presentations (2 meetings), with an option for additional meetings, if
necessary
Task 2: Carlsbad Desalination Project Cost of Service Study
2.1
If the Carlsbad Desalination Project (Project) is approved by the Water Authority Board,
Contractor shall review the Water Authority’s proposed allocation and rate structures and work
with the Water Authority to validate a rate structure that meets the near- and long-term equity
objectives of the member agencies. Successful implementation of any proposed cost allocation
plan for the Desalination Project will hinge on clearly understanding and communicating the
policy and equity basis for the recommendations, as well as the cost impacts to each member
agency.
2.2
Review the Project’s projected costs and conduct a review of the proposed cost allocation
methodology. In addition, conduct a cost of service study to determine the estimated impact of
the Project on rate and charge levels. To complete the study, perform the following:
a. Functionalize the Project’s operating costs, and allocate the costs to the appropriate rate
and charge category.
i.
Develop a functional cost allocation for the Carlsbad Desalination Plant based on
the allocation developed in Task 1 and the offsetting costs that the Plant offers.
These allocations shall build on the existing worked performed by the Water
Authority and presented to the Board, but will recommend changes as and if
necessary. Functional categories shall include supply, treatment, transportation,
and system reliability, but will be expanded as and if necessary.
ii.
In collaboration with Water Authority staff, develop a line-item allocation of the
budget. This allocation shall focus on projected calendar year 2016 costs, but
shall evaluate projected costs over a five-year period in order to understand
potential shifts with the completion of CIP projects and forecasted water demand
changes.
b. Review the capital costs of the Project, and determine the cost allocation to rates and
charges. This will include both the direct Project costs, as well as costs associated with
integrating the Project into the Water Authority’s system.
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i.

Review the Project costs, as well as costs to integrate the project into the Water
Authority’s system. This allocation shall conform to the operating functional
allocation developed under Task 1, but reflect the nature of the Project costs.
c. Calculate the estimated rate and charge impacts of the Project.
i.
Based on the functional allocation of the projected operations and maintenance
and capital project costs, integrate the costs into the overall Water Authority rates
and structure including the Infrastructure Access Charge. The creation of new
rates and charges, such as the proposed standby reliability charge, shall also
be considered. Present a range of rate impacts to Water Authority staff for
consideration.
d. Once the study is complete, provide formal reports and present findings to the Board and
other stakeholders.
i.
Prepare a draft and final version of a summary report that clearly documents the
methodology, process, and findings of the rate study and its recommendations.
Present a draft report to Water Authority staff for review and comment.
Incorporate comments on the draft report into the final report. Present the study
findings to the Board and other stakeholders in a series of two (2) presentations.
The presentations shall clearly communicate the basis of the recommendations in
order to garner support, and may be jointly performed with the Water Authority
staff, as appropriate.
2.3

Deliverables:
a. Draft and final Desalination Cost of Service Study
b. Draft and final presentations (2 meetings), with an option for additional meetings, if
necessary

Task 3: Calculation of Capacity Charges
3.1
Contractor shall apply the established methodology for the calculation Water Authority’s
System and Treatment Capacity Charges. If the Carlsbad Desalination Project is approved, the
Contractor shall also apply the established methodology for the calculation of the Supply
Capacity Charge. All calculated charges will be effective early calendar year 2013. To complete
this task, Contractor shall perform the following, at a minimum:
a. System and Treatment Capacity Charge
i. Review the Water Authority’s User Guide for the Asset Replacement Cost
Less Depreciation Calculator and associated Asset Replacement Cost
spreadsheet model.
ii. Review current Water Authority CIP to identify:
1. Projects completed between fiscal year 2007 and fiscal year 2012;
2. Facilities no longer in use; and
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3. New projects added after fiscal year 2007.
iii. Update the Asset Replacement Cost spreadsheet model to incorporate:
1. Updated projects list;
2. Revised historic capital cost by facility-type category; and
3. Most recent Engineering News Record Construction Cost Index for
Los Angeles.
iv. Compute updated 2013 System and Treatment capital replacement costs.
v.
Revise member agency specific pump-back credits for the Treatment Capacity
Charge.
1. As part of the validation of the Water Authority’s System and Treatment
Capacity Charge, review the existing Capacity Charge model and
assumption. Based on the review of the User Guide for Asset
Replacement Costs, CIP, in use assets, Asset Replacement Cost
spreadsheet, capital cost by facility, compute updated 2013 System and
Treatment capital replacement costs and revise member pump-back
credits.
vi. Assist in the refinement of Water Authority new meter forecast.
1. Review and assist in refining the new meter forecast, capturing agency
specific projections. This forecast shall account for the Water
Authority’s growth projections and population projections from
SANDAG.
vii. Calculate calendar year 2013 System and Treatment Capacity Charges.
1. Develop updated capacity charges on a per meter equivalent basis to
recover system and treatment related capacity costs.
viii. Evaluate a methodology for an automatic annual escalator.
1. Evaluate and update the annual capacity charge escalation factors, which
shall account for capital cost inflation as well as retired debt, as debt
principal is removed from the capacity costs.
b. Supply Capacity Charge
i. Review the Project Water Purchase Agreement.
ii. Identify debt service and equity component of the Project.
iii. Evaluate preferred alternative for allocation of growth’s share of the Project
capital cost to be recovered.
1. Review the existing allocation of growth to the project and recommend
changes as necessary, based on sound engineering judgment and rate
setting practices.
iv. Calculate calendar year 2013 Supply Capacity Charge.
1. Develop a supply capacity charge on a per meter equivalent basis to
recover capacity related costs for the Project.
2. Once the study is complete, provide formal reports and present findings to
the Board and other stakeholders.
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3. Prepare a draft and final version of a summary report that clearly
documents the methodology, process, and findings of the capacity charge
study and its recommendations. Present a draft report to Water Authority
staff for review and comment. Incorporate comments on the draft report
into the final report. The capacity charge calculations shall be delivered in
a MS Excel format to allow Water Authority staff to update the rate model
as necessary.
4. Present the study findings to the Board and other stakeholders in a series
of two (2) presentations. The presentations shall clearly communicate the
basis of the recommendations in order to garner support, and may be
jointly performed with Water Authority staff, as appropriate.
3.2

Deliverables:
a. Draft and final report
b. Draft and final presentations (2 meetings), with an option for additional meetings, if
necessary.

Task 4: As-Needed Litigation Support
4.1
Provide as-needed litigation support services related to the cost of service study as
requested by the Water Authority. No work shall be performed without prior written
authorization from the Water Authority.
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November 21, 2012
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 E: 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 fifteen month period of July 1, 2011 through September 30, 2012 (Attachment D). Attachment D
has been modified to include information on the source of funding for capital projects. The Multi-Year
Budget Status Report compares actual revenues and expenditures to the adopted budget, as amended by
the Board. Budgeted amounts for the fifteen month period are presented on a straight-line basis,
except for water sales and purchases which are based on projected acre-feet calculated per month. In
addition, the period-to-date budgeted amounts were also adjusted for items occurring on a periodic
basis which includes the following: property taxes and in-lieu charges, capacity charges, water
standby availability charges, debt service, and QSA mitigation.
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 Metropolitan Water District
(MWD) and Imperial Irrigation District (IID).
Net Water Sales Revenue for the fifteen months ended September 30, 2012 was $175.1 million, and
the period-to-date budgeted amount was $168.1 million, a difference of $7.0 million or 4% more than
budgeted (Attachment D). Detailed information relative to net water sales revenue is described below
and shown on Attachments A, B, and C.
Total acre-feet (AF) of water sold were budgeted to be 593,686 AF for the fifteen months ended
September 30, 2012, and actual water sales volumes were 592,911 AF, a difference of 775 AF less
volume (Attachment A). Total Water Sales revenues for the fifteen months ended September 30, 2012
1

All information regarding water sales volumes, revenues and costs are based on the adopted fiscal years 2012 and 2013
multi-year budget.
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were $592.8 million, which is $2.8 million more than budgeted sales revenues of $590.0 million
(Attachment B). Both water sales volumes and revenues are on target as shown on Attachments A
and B.
Total Water Purchases and Treatment costs were budgeted to be $421.8 million for the fifteen months
ended September 30, 2012, but actual costs were $417.6 million or 1% less than budgeted
(Attachment C). This category includes $47.3 million for the 107,502 AF of water purchased from
IID, as well as $73.8 million for MWD’s conveyance charges related to IID, Coachella Canal and
All-American Canal water.
Revenues and Other Income
As shown in Attachment D, Total Revenues and Other Income were budgeted to be $114.5 million
for the fifteen months ended September 30, 2012, but actual revenues were significantly less at
$107.0 million, a difference of $7.5 million or 7% less than budgeted. The variance is primarily due
to the timing of receipts in Other Income which includes Integrated Regional Water Management
(IRWM) grants and miscellaneous reimbursements and accounts for approximately $7.8 million of
the total variance.
Actual revenues that were below the period-to-date budgeted amounts for the fifteen months ended
September 30, 2012 include Investment Income which had a variance of $3.9 million due to
continued historic low interest rates.
Actual revenues that exceeded the period-to-date budgeted amounts for the fifteen months ended
September 30, 2012 include Hydroelectric Revenue and Contributions in Aid of CIP. Hydroelectric
Revenue category was budgeted conservatively for the current two-year budget period and includes
only the Rancho Penasquitos Pressure Control and Hydroelectric Facility (Rancho Hydro) budget. As
a result, Hydroelectric Revenue is trending higher than budgeted by $0.4 million due to hydroelectric
power sales from the Lake Hodges Pumped Storage Facility (Hodges Hydro) which began earning
revenue in September 2011 to offset Water Authority costs. Contributions in Aid of CIP is trending
higher than budgeted due to $5.1 million refund received from SDG&E in September 2012 for the
cost of network upgrades for Hodges Hydro.
Expenditures
As shown in Attachment D, Total Expenditures were budgeted to be $260.8 million for the fifteen
months ended September 30, 2012, but actual costs were significantly less at $220.0 million, a
difference of $40.8 million or 16% less than budgeted. The variance is primarily due to the following:
timing of expenditures in the Operating Departments, in addition to the timing of IRWM grants and
other miscellaneous expenditures in Other Expenditures. These expenditure categories account for
approximately $17.7 million of the total variance.
Actual expenditures which were significantly below the period-to-date budgeted amounts for the
fifteen months ended September 30, 2012 include Hodges Pumped Storage, Equipment Replacement,
and Stored Water Purchases. Hodges Pumped Storage had minimal costs during the fifteen month
period because the facility did not become fully operational until late August 2012. Equipment
Replacement is trending less than budgeted during the fifteen month period as well. Stored Water
Purchases were budgeted at $21.1 million for the current two-year budget period for Hodges Hydro
and San Vicente Reservoir; however, no water purchases were anticipated in fiscal year 2012. In
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addition, stored water purchases for San Vicente Reservoir were originally forecasted to occur
towards the end of fiscal year 2013 and are dependent on the dam raise project schedule.
The General Counsel Department is currently trending higher than budgeted due to the timing of
expenditures for legal services rendered to date as of the fifteen months ended September 30, 2012.
Attachment D also shows that CIP Expenditures were budgeted to be $204.3 million for the fifteen
months ended September 30, 2012, but actual costs were significantly less at $147.8 million or 28%
less than budgeted primarily due to the timing of expenditures during the fifteen months of the twoyear budget period. Actual CIP expenditures funded by Pay As You Go Fund and CIP/Bond
Construction Funds for the fifteen months ended September 30, 2012 were $12.2 million and $135.6
million, respectively.
Cash and Investments
For the months ended September 30, and August 31, 2012, the Water Authority’s cash and
investments had an overall balance of $704.5 million and $692.4 million, respectively (Attachment
F). Approximately 32% of funds are unrestricted with approximately 68% 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. As of September 30, 2012, the Rate Stabilization
Fund is funded at 51.0 million which represents approximately 93% of the targeted amount of $55.1
million.

Rod Greek, Controller
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Attachment A

WATER SALES VOLUMES
Budget Versus Actual (in Acre-Feet)
for the 15 Months Ended September 30, 2012
700,000

593,686 AF
0%

600,000

592,911 AF

Acre-Feet (AF)

500,000
400,000
300,000
200,000
100,000
-

*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 2012 Cumulative Water Sales (AF)
Months
*Budget (a)
Actual
AF Difference (b)

Jul-11
51,006
49,751
(1,255)

Aug-11
102,017
100,056
(1,961)

Sep-11
148,271
147,861
(410)

-2%

-2%

0%

Jul-12
54,662
46,422
(8,240)

Aug-12
109,330
98,688
(10,642)

Sep-12
158,900
150,270
(8,630)

-15%

-10%

-5%

Oct-11
188,293
189,470
1,177

Nov-11
219,821
217,831
(1,990)

Dec-11
248,933
243,191
(5,742)

Jan-12
275,085
269,731
(5,354)

Feb-12
297,029
295,877
(1,152)

-1%

-2%

-2%

0%

Mar-12
322,188
322,519
331

Apr-12
354,292
352,967
(1,325)

May-12
390,867
394,311
3,444

Jun-12
434,786
442,641
7,855

Cum. Actual AF
% Difference (b/a)

1%

0%

0%

1%

2%

Fiscal Year 2013 Cumulative Water Sales (AF)
Months
*Budget (a)
Actual
AF Difference (b)

Oct-12
201,791

Nov-12
235,580

Dec-12
266,779

Jan-13
294,805

Feb-13
318,322

FY12
434,786
442,641
7,855

FY13
through
Sep-12
158,900
150,270
(8,630)

Total
593,686
592,911
(775)

-5%

0%

Cum. Actual AF
% Difference (b/a)

Budget
Actual
Difference
% Difference
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2%

Mar-13
345,285

Apr-13
379,690

May-13
418,887

Jun-13
465,954

Attachment B

WATER SALES REVENUES
Budget Versus Actual (in Millions $)
for the 15 Months Ended September 30, 2012
700.0

$592.8
0%

600.0
$590.0

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 2012 Cumulative Water Sales (in Millions $)
Months
*Budget (a)
Actual
Difference (b)

Jul-11
45.5
43.6
(1.9)

Aug-11
91.0
90.7
(0.3)

Sep-11
133.2
132.1
(1.1)

Oct-11
171.2
170.8
(0.4)

Nov-11
203.3
199.5
(3.8)

Dec-11
233.4
227.1
(6.3)

Jan-12
263.0
258.3
(4.7)

Feb-12
289.6
288.6
(1.0)

-4%

0%

-1%

0%

-2%

-3%

-2%

0%

Jul-12
53.2
47.0
(6.2)

Aug-12
106.3
98.4
(7.9)

Sep-12
155.3
149.5
(5.8)

-12%

-7%

-4%

Mar-12
318.9
319.2
0.3

Apr-12
353.3
352.8
(0.5)

May-12
391.4
395.3
3.9

Jun-12
434.7
443.3
8.6

Cum. Actual
% Difference (b/a)

0%

0%

1%

2%

Fiscal Year 2013 Cumulative Water Sales (in Millions $)
Months
*Budget (a)
Actual
Difference (b)

Oct-12
198.7

Nov-12
234.8

Dec-12
268.5

Jan-13
303.4

Feb-13
334.1

FY12
434.7
443.3
8.6

FY13
through
Sep-12
155.3
149.5
(5.8)

Total
590.0
592.8
2.8

Cum. Actual
% Difference (b/a)

Budget
Actual
Difference
% Difference
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-4%

0%

Mar-13
368.5

Apr-13
409.8

May-13
456.0

Jun-13
509.1

Attachment C

WATER PURCHASES AND TREATMENT COSTS
Budget Versus Actual (in Millions $)
for the 15 Months Ended September 30, 2012
$421.8

450.0

‐1%

400.0
$417.6

in Millions $

350.0
300.0
250.0
200.0
150.0
100.0
50.0
-

*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 2012 Cumulative Cost of Water Purchases and Treatment (in Millions $)
Months
*Budget (a)
Actual
Difference (b)

Jul-11
33.8
31.7
(2.1)

Aug-11
67.6
63.4
(4.2)

Sep-11
98.5
91.0
(7.5)

Oct-11
125.7
120.5
(5.2)

Nov-11
147.9
141.3
(6.6)

Dec-11
168.4
161.0
(7.4)

Jan-12
188.4
180.8
(7.6)

Feb-12
205.6
199.4
(6.2)

Mar-12
225.3
221.1
(4.2)

Apr-12
249.3
242.7
(6.6)

May-12
276.5
272.7
(3.8)

-6%

-6%

-8%

-4%

-4%

-4%

-4%

-3%

-2%

-3%

-1%

Jul-12
39.0
31.8
(7.2)

Aug-12
77.9
68.4
(9.5)

Sep-12
113.6
105.2
(8.4)

-18%

-12%

-7%

Jun-12
308.2
312.4
4.2

Cum. Actual
% Difference (b/a)

1%

Fiscal Year 2013 Cumulative Cost of Water Purchases and Treatment (in Millions $)
Months
*Budget (a)
Actual
Difference (b)

Oct-12
144.9

Nov-12
170.4

Dec-12
193.8

Jan-13
217.4

Feb-13
237.7

FY12
308.2
312.4
4.2

FY13
through
Sep-12
113.6
105.2
(8.4)

Total
421.8
417.6
(4.2)

-7%

-1%

Cum. Actual
% Difference (b/a)

Budget
Actual
Difference
% Difference
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1%

Mar-13
260.8

Apr-13
289.2

May-13
321.2

Jun-13
358.6

Attachment D
San Diego County Water Authority
Fiscal Years 2012 and 2013 Budget Status Report
For the 15 Months Ended September 30, 2012
[A]

FY 12 & 13 Budget
15 Months (63%)
Period-to-Date
Amended Budget (a)

FY 12 & 13
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
Net Water Sales Revenue and
Revenues and Other Income, net

[C]

Revenues = [-B + C]
Expenditures = [B - C]

[C / A]

FY 12 & 13 Actual
15 Months
Period-to-Date
Actual

Variance with
Period-to-Date
Amended Budget
Positive (Negative)

%
Actual/
Amended
Budget

[B] = [A * 63%]

$ 943,801,989
666,868,062
$ 276,933,927

589,935,805 (b) $
421,830,467 (b)
168,105,338
$

592,775,102
417,647,633
175,127,469

$

35,896,140
$
10,868,300 (o)
8,191,260
1,134,000
27,473,689

34,785,084
10,888,309
4,241,846
1,520,294
19,711,293

$

(c)
(d)
(e)
(f)

21,365,000 (g)
22,233,000 (h)
8,220,000 (i)
$ 188,284,930

$

14,597,931 (o)
11,119,877 (o)
5,178,600
114,459,797
$

14,889,539
11,310,116
9,649,398
106,995,879

$ 465,218,857

$

282,565,135

$

$

13,321,350
$
168,734,420 (o)
6,024,844 (o)
3,812,948
768,506
12,882,889
55,260,739
260,805,696
$

$

56,978,000
21,077,900
13,002,000
1,800,000
43,609,030

$
$

$

Expenditures
Stored Water Purchases
Debt Service
QSA Mitigation
Hodges Pumped Storage
Equipment Replacement
Other Expenditures
Operating Departments (see detail below)
Total Expenditures

21,145,000
280,394,000
12,461,000
6,052,299
1,219,851
20,449,030
87,715,458
$ 429,436,638

Net Revenues Before Capital
Improvement Program (CIP)

$

35,782,219

$

21,759,439

$

CIP Expenditures

$ 324,322,904 (n)

$

204,323,430

$

$

(j)
(k)

(l)
(m)
$

2,839,297
4,182,834
7,022,131

63%
63%
63%

(1,111,056)
20,009
(3,949,414)
386,294
(7,762,396)

61%
52%
33%
84%
45%

$

291,608
190,239
4,470,798
(7,463,918)

70%
51%
117%
57%

282,123,348

$

(441,787)

61%

162,793,162
6,024,803
131,902
586,783
3,042,953
47,377,631
219,957,234

$

$

$

13,321,350
5,941,258
41
3,681,046
181,723
9,839,936
7,883,108
40,848,462

0%
58%
48%
2%
48%
15%
54%
51%

62,166,114

$

40,406,675

174%

147,839,524

$

56,483,906

46%

CIP Expenditures by Funding Source
Pay As You Go Fund

$

CIP/Bond Construction Funds
Total CIP Expenditures by Funding Source

Administrative Services
Colorado River Program
Engineering
Finance
General Counsel
General Manager & Board of Directors
Human Resources
MWD Program
Operations & Maintenance
Public Outreach and Conservation
Water Resources
Total Operating Departments
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12,195,507
135,644,017

$

$

$

11,311,834
2,605,091
6,742,582
4,442,763
6,132,033
5,057,977
2,708,720
3,424,664
30,128,118
7,817,929
7,343,747
87,715,458 (m)

$

$

147,839,524

Operating Departments Detail (see Attachment E)
7,126,455
$
6,852,644
$
273,811
1,641,207
1,342,945
298,262
4,247,827
3,767,396
480,431
2,798,941
2,335,933
463,008
3,863,181
4,218,432
(355,251)
3,186,526
2,604,704
581,822
1,706,494
1,197,417
509,077
2,157,538
1,861,685
295,853
18,980,714
15,591,901
3,388,813
4,925,295
3,794,683
1,130,612
4,626,561
3,809,891
816,670
55,260,739
$
47,377,631
$
7,883,108

61%
52%
56%
53%
69%
51%
44%
54%
52%
49%
52%
54%

San Diego County Water Authority
Fiscal Years 2012 and 2013 Budget Status Report
For the 15 Months Ended September 30, 2012

Notes to the Budget Status Report:

a) Period-to-date budgeted amounts are 15/24ths (63%) of fiscal year 2012 and 2013
amended budget unless noted.
b) Water sales and water purchases period-to-date budgeted amounts 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 $410,490 for fiscal year 2012 and $398,288 for fiscal year 2013 are received
quarterly from the City of San Diego.
d) Investment income excludes unrealized gains or losses, which are non-cash transactions.
e) Hydroelectric revenue budget amount includes only Rancho Penasquitos Pressure Control
and Hydroelectric Facility (Rancho Hydro); actual amount includes Rancho Hydo and
Lake Hodges Pumped Storage Facility (Hodges Hydro). Power generating from both
locations are sold to SDG&E.
f) Other income includes Build America Bonds (BABs) federal subsidies, grants and other
miscellaneous revenues.
g) Capacity charges are received quarterly in July, October, January and April.
h) Water standby availability charges are primarily received in January and May.
i) Contributions in aid of capital assets include planned reimbursements for the Lake Hodges
Pump Station, Twin Oaks Regulatory Storage, Carlsbad Desalination Aqueduct
Improvements, and Coachella Canal Lining.
j) Debt Service for Bonds and Certificates of Participation includes interest payments due
semi-annually on November 1 and May 1 and principal payments due annually on May 1.
Subordinate Lien Water Revenue Refunding Bonds, Series 2011S-1 due July 1 and
January 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 $3,084,803 in
December 2011 and $3,496,247 in December 2012; IID Socioeconomic Mitigation
Settlement payments of $2,940,000 in June 2012 and $2,940,000 in June 2013.
l) Other expenditures include IRWM grants and other miscellaneous expenditures.
m) Amounts include capital equipment purchases.
n) The current Capital Improvement Program 2 year appropriation and life budget increased
for: 1) the Carlsbad Desalination Project by $2,783,904 and 2) the 2012 Regional Water
Facilities Optimization and Master Plan Update by $410,000.
o) Period-to-date budgeted amounts adjusted based on items occurring on a periodic basis.
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Attachment E
San Diego County Water Authority
Comparison of Adopted Budget and Period-to-Date Budget (63% Overall)
to Actual Operating Expenditures by Departments
For the 15 Months Ended September 30, 2012
Actual Operating Expenditures to Adopted 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 Adopted Budget $87.7 Million

Period-To-Date Adopted Budget $55.3 Million

Period-to-Date Actual Operating Expenditures $47.4 Million
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Attachment F
San Diego County Water Authority
Schedule of Cash and Investments
As of September 30, and August 31, 2012

September
Operating Fund

$

Stored Water Fund

106,966,986

August
$

93,394,765

57,801,581

57,824,841

8,380,712

8,459,645

50,987,134

51,009,839

224,136,413

210,689,090

139,053,666

134,407,882

CIP/Bond Construction Funds

271,701,226

277,746,637

Debt Service Reserve Funds

69,576,909

69,574,189

480,331,801

481,728,708

Equipment Replacement Fund
Rate Stabilization Fund
Total Unrestricted Funds
Pay As You Go Fund

(1)

32%

(1)

Total Restricted Funds
Total Cash and Investments

68%
$

704,468,214

$

Target
$

67,000,000

(2)

55,100,000

(3)

692,417,798

Notes:
(1) Total Unrestricted Funds and the Pay As You Go Fund represent the Pooled Funds in the Treasurer's Report.
(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 93% of the targeted value.
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MWD Delegates – 11:00 a.m.
Tentative Special Board meeting – 1:30 p.m.
Regular Board meeting – 3:00 p.m.

ENGINEERING AND OPERATIONS COMMITTEE
AGENDA FOR
NOVEMBER 29, 2012

Bill Knutson – Chair
Marilyn Dailey – Vice Chair
Bud Pocklington – Vice Chair
Roger Bailey
David Barnum
Michael Hogan
Dennis Lamb
Keith Lewinger

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.
4-B
Final report on Engineering and Operations Committee’s
Goals for 2011 and 2012.

I.

CONSENT CALENDAR

II.

ACTION/DISCUSSION
1.

III.

Marty Miller
Vincent Mudd
Ron Morrison
Elsa Saxod
Richard Smith
Ken Williams
Doug Wilson

Notices of Completion for the Lake Hodges Pump Station project,
Mike Kenny
Specification 554.
Staff recommendation: Authorize the General Manager to accept the
Lake Hodges project as complete and record the Notices of
Completion for the Archer Western and Andritz contracts. (Action)

INFORMATION
1.

Page 94 of 656

San Vicente Dam Raise project update.

Jerry Reed

IV.

CLOSED SESSION

V.

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.

Page 95 of 656

November 21, 2012

Attention:

Engineering and Operations Committee

Final Report on Engineering and Operations Committee’s Goals for 2011 and 2012
Purpose
The attached final report summarizes activities performed in support of the Engineering and
Operations Committee’s goals for 2011 and 2012.
Background
The Engineering and Operations Committee is responsible for matters of design, construction,
replacement, maintenance and operation of the Water Authority’s facilities, property and
equipment, including: administration of the Capital Improvement Program; administration of the
Aqueduct Protection Program; right of way acquisition and management; system and facility
security; water quality; other matters relating to facility operations.
Previous Board action: The Board adopted the Engineering and Operations Committee goals for
2011 and 2012 on March 24, 2011. On July 20, 2011, the Board amended the goals to reflect
issues addressed at the March 31, 2011 Board retreat. The Committee reviewed a progress
report on the Engineering and Operations Committee’s goals at its January 26, 2012 meeting.
Discussion
The attached final report lists the Engineering and Operations Committee goals for 2011 and
2012 and provides the activities taken to achieve the goals. The goals were prepared under the
direction of the Engineering and Operations Committee Chair and Vice Chairs.

Prepared by:

Gary A. Eaton, Director of Operations and Maintenance
William J. Rose, Director of Engineering
Reviewed by: W.D. “Bill” Knutson, Chair, Engineering and Operations Committee
Attachment:
2012

Final Report on Engineering and Operations Committee’s goals for 2011 and
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Final Report on Engineering and Operations Committee Goals
Calendar Years 2011 and 2012
Business Plan Goals
Asset Management
Ensure the implementation of the Board’s Asset Management Plan by:
1.

Completion of the condition assessment of 400 pipeline appurtenances and 35 major
facilities and develop a rehabilitation/repair schedule. (July 2012 – Business Plan
Goals #3 and #4)
Activities: The Field assessment of the 400 pipeline appurtenances and 35 major
facilities was completed in December 2010 and a rehabilitation/repair schedule
developed. The rehabilitation/repair schedule will be updated in December 2012 to
reflect changing asset conditions and will be used to develop the asset management
budget for FY 2014/2015.

2.

Authorize implementation of the relining of Pipelines 3 and 4 (Miramar Hill to Scripps
Ranch), a 15,000 foot project and complete the design and award a construction
contract for Pipeline 3 (30-Inch Interconnect to the future location of the Lake Murray
Control Valve) and Pipeline 4 (State Route 52 to Lake Murray) – approximately
20,000 feet of existing prestressed concrete cylinder pipe. (August 2012)
Activities: Relining of Pipelines 3 and 4 from Miramar Hill to Scripps Ranch is
finished. Notice of Completion was approved by the Board September 2012. The
relining of Pipeline 4 from State Route 52 to Lake Murray was approved for award by
the Board in June 2012 and is under construction, which is anticipated to be completed
in the fall 2013.

Capital Improvement Program
1.

ESP Pump Station Lake Hodges Facility – Complete and record the Notice of
Completion for ESP Pump Station Facility to link Lake Hodges to the Water
Authority’s aqueduct system, ultimately providing 20,000 acre-feet of emergency
storage and 40 megawatts of hydroelectric power for regional use in accordance with
the Water Authority’s Power Purchase Agreement with SDG&E. (June 2011, CIP
Business Plan Goal #3)
Activities: Unit 1 and Unit 2 began delivering power to the grid in September 2011
and August 2012, respectively. Notice of completion is anticipated to be requested of
the Board in November 2012.

2.

San Vicente Dam Raise – Complete the roller compacted concrete portion of the
Package 3 construction contract at the San Vicente site, and begin preparation for
start-up and testing of the entire facility, which will provide 152,000 acre-feet of
emergency and carryover storage for regional use. (December 2012, CIP Business
Plan Goal #5)
Activities: RCC placement at the main dam was completed in September 2012, and
placement at the saddle dam was completed in October 2012. Although the contractor
has completed the RCC placement per the Business Plan Goal, construction of the
outlet tower has fallen behind schedule. The contractor is working extended work
hours and performing other construction activities concurrently and has recovered
some time. However, the contractor is still approximately two months behind the
contract schedule. The Contractor was put on notice regarding the schedule concerns,
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Final Report on Engineering and Operations Committee Goals
Calendar Years 2011 and 2012
Page 2 of 3
and weekly schedule audits and executive level meetings with the contractor are being
conducted to address this issue.
3.

San Vicente Reservoir Marina Facilities – Complete the design of the new marina
facilities at the San Vicente Reservoir site for City of San Diego building permit
review and approval, in preparation to advertise a construction contract that will begin
following completion of the Package 3 construction contract at the San Vicente site.
(December 2012, CIP Business Plan Goal #6)
Activities: The in-house design is 90 percent complete and has been submitted to the
City of San Diego for the permit review process, and approval is expected by end of
this year. Coordination with dam raise construction activities is ongoing.

4.

Carlsbad Desalination – If approved by the Board, consider and authorize a strategy
for the oversight of the design and construction of the Carlsbad Desalination effort.
Activities: This item is being reported on in the Water Planning Committee. This will
ensure a consistent message is presented to the Board.

5.

Project Risk Management - For larger or complex upcoming Capital Improvement
Program projects or programs, prepare a risk analysis identifying potential problems,
as well as the likelihood of occurrence. Considering prior projects lessons learned,
develop strategies to preclude or mitigate these potential problems.
Activities: A formal Project Risk Management process was presented to a Board E&O
Workshop in November 2011. The process, as well as a list of CIP projects required
to follow this process, was approved. This item is complete.

Facilities Security and Emergency Preparedness
1.

Ensure appropriate security measures through the updating of the existing Supervisory
Control and Data Acquisition System (SCADA) vulnerability assessment using the
Department of Homeland Security's Control System Cyber Security Self-Assessment
Tool, comparing results with past SCADA assessments. (December 2012 – Business
Plan Goal #5)
Activities: Staff completed an initial (baseline) assessment of the Water Authority
SCADA system using the Department of Homeland Security’s Cyber Security
Evaluation Tool (CSET) in February 2012, and implemented several security changes
to improve existing cyber security procedures. A second CSET evaluation was
completed in October 2012 and staff is reviewing additional security
recommendations. The CSET tool evolves with time as new cyber threats are
discovered. Staff will continue to use the CSET tool on a periodic basis to maintain an
appropriate level of cyber security. In addition, VM (virtualized servers) technology
was implemented to provide cost efficient SCADA redundancy and additional security
for the SCADA system.

Operations and Maintenance
1.

Resolve top three ROW enforcement cases identified on an annual basis. (Annually –
Business Plan #9)
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Final Report on Engineering and Operations Committee Goals
Calendar Years 2011 and 2012
Page 3 of 3
Activities: Six encroachment cases have been successfully resolved, consisting of: the
removal of a horse barn on the First Aqueduct at Crocker Road; the removal of trees
and two habitable structures on the First Aqueduct at Hubbard Hill; the removal of a
large covered horse corral (mare motel) on the First Aqueduct at Sycamore Canyon;
the removal of a 2-car garage, water tank, and trees on the First Aqueduct at Hubbard
Hill; a signed agreement for the removal of a large barn/poultry house on Pipeline 3 in
Twin Oaks Valley; and a signed agreement to remove barn structures, overhead
electric wires, and several large trees on the First Aqueduct at North Broadway,
Escondido.
2.

Develop an online reporting system that allows member agencies to access Water
Quality information. (December 2012 – Business Plan Goal #6)
Activities: The system is online and is successfully being used by member agency
staff. It has been modified to include Olivenhain/Hodges water quality data.

3.

Consider and if approved, authorize the issuance of a contract for the operations and
maintenance of the Lake Hodges Pump Storage Facility if it’s determined to be
advantageous for fiscal and other considerations.
Activities: In March 2012, the Board approved a five year O&M contract with
ProTrans USA LLC, with an option to renew for an additional two years. ProTrans
began operations and maintenance of the project in November 2012.

4.

Review and develop baseline energy consumption data, recommend changes to
existing energy purchase contracts (gas, solar, electric, etc.), and evaluate alternative
energy technology to further reduce energy consumption and GHG emissions. (August
2012)
Activities: Staff utilized an SDG&E partnership program to conduct energy audits at
Water Authority high energy use facilities. Site visits for the energy audit were
conducted from December 2011 through February 2012. The final draft audit report
was completed in October 2012 and includes energy consumption data, rate analysis,
energy trends, and recommendations for potential energy conservation opportunities
(ECO) for staff review and approval. Staff is evaluating the recommendations and
their potential impact to existing operating processes and procedures. When the
assessment of the ECO’s is complete, external funding sources will be investigated.
In addition to the energy audits, staff submitted public testimony in SDG&E’s General
Rate Case 2 proposal relative to the impacts on existing solar owners and SDG&E’s
proposed rate increase. The California Public Utilities Commission is currently
conducting hearings with SDG&E and Interveners, and we expect a final decision in
April 2013.
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November 21, 2012
Attention:

Engineering and Operations Committee

Notices of Completion for the Lake Hodges Pump Station project, Specification 554
(Action)
Staff recommendation
Authorize the General Manager to accept the Lake Hodges project as complete and
record the Notices of Completion for the Archer Western and Andritz contracts.
Alternatives
Do not authorize the General Manager to accept the Lake Hodges project and provide
direction to staff on issues requiring resolution.
Fiscal impact
There is no fiscal impact. The project budget was approved in the Fiscal Year 2012 and 2013
Capital Improvement Program appropriation. The rate category for this project is storage and
customer service.
Background
The Lake Hodges Projects are a major component of the Emergency Storage Project. The
Emergency Storage Project is a system of reservoirs, pipelines, and other facilities that work
together to store and move water around San Diego County in the event of an interruption in
imported water deliveries. The Lake Hodges Projects transports untreated water from Lake
Hodges to the Olivenhain Reservoir. The Olivenhain-Hodges Pumped Storage project is a 40megawatt hydropower project that modified the tunnel design size and pump station equipment
to provide the additional benefit of electricity generation. The Lake Hodges Projects consist of
three construction contracts. The first, Lake Hodges to Olivenhain Pipeline, was completed in
2007. The second is the pre-procurement contract for pump station equipment with GE Hydro
Power, now known as Andritz. The third is for the construction of the Lake Hodges Pump
Station with Archer Western.
The project was delayed due to several factors including an inlet/outlet differing site condition,
design, manufacturing, and assembly issues. The facility is now fully operational and available
to generate up to 40 megawatts of electricity upon request from SDG&E during the day, and
pumps water at night, when power is less expensive, to equalize the reservoirs. The facility has
been operating since August 27, 2012.
Previous Board Actions: In July 2011, the Board approved change orders 46 through 51 for the
Lake Hodges Pump Station to Archer Western for $479,727, increasing the contract amount to
$76,888,656.
In June 2009, the Board approved change order 8 for a credit of $279,119 and 11 for $1,432,778 to
Andritz Hydro Power Incorporated pre-procurement contract for the Lake Hodges Projects.
In February 2006, the Board approved increasing the budget and awarding a construction contract
to Archer Western for $55,638,101 for the Lake Hodges construction contract.
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Discussion
Archer Western Pump House and Inlet/Outlet Construction Contract
The Archer Western construction contract consists of excavation, building the inlet/outlet
structure and pump house facility, and installing the pre-procured equipment.
Since the Board’s last action in July 2011, Change Orders 52 through 55 were executed for a
total of $1,014,172. These change orders increased the Archer Western contract amount from
$75,788,656 to $76,802,828. These items, summarized below and detailed in Table 1, include
administrative changes, equipment and design changes, field modifications, and reimbursable
modifications.
Administrative: Staff executed one administrative change, for no compensation, modifying
Archer Western’s formal corporate name.
Equipment and Design: Staff executed two equipment and design changes for a total of
$24,621. The items included installing moisture resistant wallboard and relocating a valve.
Both of these items are being pursued for reimbursement through ongoing litigation.
Field Modifications: Staff executed several field modifications for a total of $987,541 from
a not-to-exceed allowance of $1,100,000 to support commissioning activities through
commercial operation. When Archer Western completes its final work activities and
submits a payment request, we will reconcile this item and process a final change order.
Reimbursable Modifications: Staff executed one reimbursable modification for a total of
$2,010 for work performed by Archer Western that was reimbursed by the pre-procurement
equipment supplier, Andritz.
Andritz Pre-Procurement Equipment Contract
The Andritz pre-procurement contract included manufacturing mechanical and electrical
equipment and installation supervision.
Since the Board’s last action in June 2009, when it approved Change Order 11 for $1,432,778,
Change Orders 9, 10, and 12 through 21 were executed for a total of $1,685,260. These change
orders increased Andritz’s contract amount from $15,902,319 to $17,587,579. The items
executed since June 2009 include scope changes, administrative changes, reimbursements, and
modifications and are summarized below and detailed in Table 2.
Administrative Changes: Staff executed four administrative changes for a total of $2,524.
The items included training for facility operators, testing of equipment, and initiation of
Unit 1 warranty in 2011, separately from Unit 2.
Scope Changes: Staff executed 19 scope changes for a total of $1,650,964. The items
included onsite installation support, compensation to extend the final completion date, and
preoperational support during testing.
Reimbursements: Staff executed 97 reimbursement changes for a total credit of $829,290.
The majority of these items reimbursed the Water Authority for work Andritz requested the
construction contractor to perform during installation of the pre-procurement equipment.
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Modifications: Staff executed 14 modifications for a total of $861,062. The items included
transformer modifications, control system testing support, and major medium voltage
switchgear modifications to meet code requirements.
Andritz successfully completed facility testing required for operation in late August 2012. While
the facility is operational, Andritz and Archer Western are still performing minor work items asneeded, such as reconnecting loose wires and repairing small weld leaks. Because Andritz staff
have demobilized and returned to Canada, these minor issues are handled two ways during the
initial break-in period. Non-urgent items are completed by Andritz staff, typically within two
weeks. For urgent items that require the facility to remain off line, Andritz and the Water
Authority coordinate with Archer Western to perform the work for an agreed upon price. After
the work is complete, the Water Authority processes offsetting change orders so Andritz can pay
Archer Western.
While minor, if not addressed in a timely manner, these items could cause longer periods of
downtime resulting in impacts to availability. Andritz is making arrangements to perform future
repairs using an independent contractor and will be completing remaining contract items, such as
submitting record drawings and completing a final control system test (this last ongoing test
requires 1,500 hours of actual generation time). When these are completed, staff will file the
appropriate Notice of Completion. This memo asks the Board to authorize the General Manager
to accept the project, subject to completion of final work items discussed herein, and file the
Notice of Completion.
Pending final change orders described above, the final construction contract amount for the
Archer Western contract is $76,802,828 and the Andritz contract is $17,484,536. As outlined at
the September Engineering and Operations Committee meeting, the Water Authority has filed a
lawsuit related to project delays and extra costs borne by the Water Authority. Both contractors
and the designer have filed counter suits. General Counsel and staff will continue to update the
Board as we move through the dispute resolution process.
The small business participation on the Archer Western contract was 14 percent, and the
minority and women-owned business participation was 6.8 percent. The Andritz contract was a
pre-procurement and therefore did not include subcontractors. This information is provided for
statistical purposes only.
Prepared by:
Reviewed by:
Approved by:

Michael K. Kenny, Principal Construction Manager
William J. Rose, Director of Engineering
Frank Belock, Jr., Deputy General Manager

Attachments:
1.
Figure 1 – Lake Hodges Projects
2.
Table 1 – Summary of Archer Western Construction Change Orders
3.
Table 2 – Summary of Andritz Pre-procurement Change Orders
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LAKE HODGES PROJECTS

FIGURE 1

TABLE 1
SUMMARY OF CONSTRUCTION CHANGE ORDERS
LAKE HODGES PUMP STATION CONTRACT
SPECIFICATION 554
Change Item
Description
Order No.
1
1 Modification – Adjust switchyard milestone dates to coordinate work with SDG&E
2
1 Modification – Modify quality control requirements.
2
2 Modification – Modify working and trucking hours.
2
3 Modification – Modify tailrace excavation and cofferdam.
Modification – Correct bid sheet duration for maintenance of access roads, trails, and
3
1
traffic control to cover the project’s bid duration.
3

2

3

3

4
5
6
6

1
1
1
2

7

1

7
7
7
7
7
8

2
3
4
5
6
1

Time
Extension
0 days
(25,000)
0 days
(50,000)
0 days
(1,237,083)
0 days

Amount
$
$
$
$
$

5,000

0 days

Modification – Correct bid sheet duration for maintenance of construction management
$
and Water Authority’s field office facilities to cover the project’s bid duration.

60,000

0 days

$

64,000

0 days

$
$
$
$

37,862
92,987
23,000
26,561

0 days
0 days
0 days
0 days

$

625,734

0 days

$
25,000
$
$
4,000
$
20,000
$
17,195
$ 1,143,748
1 143 748

0 days
8 days
0 days
0 days
0 days
0 days
d

Administrative Change – Reimburse contractor’s half of partnering costs above bid
amount.
Modification – Relocate powder magazines from the switchyard.
Administrative Change – Modify elevator requirements.
Modification – Upgrade automatic transfer switch.
Modification – Relocate and automate cooling water valves.
Modification – Difference in equipment assembly efforts between “draft” and “final”
installation design.
Modification – Provide step down transformers
Administrative Change – Witch Fire
Modification - Exploratory drilling – Inlet / Outlet area
Modification - Crane support for lead paint removal
Modification - Add pipe sleeve at elevation 237.5
Differing
Diff i Site
Si Condition
C di i – Less
L competent material
i l iin cofferdam
ff d area.
Change Orders 1-8 Approved at the December 2007 Board Meeting
Total Change Order Amount:
Total Time Extension:
Original Board Authorized Contract Amount:
New Contract Amount:

Change Item
Description
Order No.
9
1 Equipment & Design – Civil & structural modifications on elevation 241
9
2 Modification – Interior drainage materials
9
3 Equipment & Design – Re-route CO2 piping
9
4 Reimbursable Modification – Strengthen lower cover
10
1 Equipment & Design – Relocate static frequency converter switchgear
10
2 Reimbursable Modification – Load and unload lower bracket
10
3 Reimbursable Modification – Lead paint abatement associated work
10
4 Reimbursable Modification – Draft tube anchor bolts
10
5 Reimbursable Modification – Re-installation of tubing at unit 1 and unit 2
11
1 Equipment & Design - Relocate balance of power remote interface cabinets
11
2 Equipment & Design - Analog level transmitter
11
3 Equipment & Design - Closed circuit TV conduits
11
4 Equipment & Design - Static frequency converter power feed
11
5 Equipment & Design - Automatic transfer switch power feeds
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$

833,004
8 days
$ 55,638,101
$ 56,471,105
Amount

$
$
$
$
$
$
$
$
$
$
$
$
$
$

2,595
2,157
7,008
162,538
62,276
1,362
7,725
920
6,574
17,434
7,868
6,262
959
27,878

Time
Extension
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days

Change Item
Description
Order No.
11
6 Equipment & Design - Add brake and jack control panel connections
Equipment & Design – Relocate power feeds from pump house to switch yard control
11
7
shelter
Equipment & Design – Tunnel drain piping, drawing revisions, higher pressure
11
8
schedule
12
1 Differing Site Condition – Pump station external grounding grid
12
2 Equipment & Design – Exciter cable and AC bus
12
3 Equipment & Design – Hatch size increase at elevation 331
12
4 Community Accommodations – Jib crane color change
12
5 Reimbursable Modification – Upper cover modifications
12
6 Equipment & Design – AC panel revisions
Differing Site Condition – Extra storm water pollution prevention program (SWPPP)
14
1
measures
14
2 Equipment & Design – Equipment relocation at elevations 226, 241, and 257
14
3 Modification – Cooling water system modifications
14
4 Equipment & Design – Tunnel drain and vent modifications
15
1 Equipment & Design – Release of DC panels
15
2 Reimbursable Modification – Loading of the 15 kV switchgear
15
3 Equipment & Design – Upgrade circuit feeds to modified AC panels
15
4 Equipment & Design – Electrical wall insulation for switchgear
18
1 Equipment & Design – Equipment relocations at elevation 272, 287 & 331
18
2 Modification – Cooling water system piping modifications for relocations
18
3 Modification – Added work to mechanical isolation valve assembly
18
4 Reimbursable Modification – Turbine pit lighting installation
20
1 Modification – Install turbine and draft tube vent piping
20
2 Equipment & Design – Modify duct heater for relocations
20
3 Equipment & Design – Modify electrical panels for relocations
20
4 Equipment & Design – Equipment relocation at elevations 226, 241, and 257
20
5 Equipment & Design – Relocate 10-inch untreated water line due to conflicts
Equipment & Design – Install owner furnished top hats for static frequency converter
20
6
transformers due to relocation
24
1 Modification - Install supports for static frequency converter transformer top hats
24
2 Equipment & Design – Modify piping and panels at elevation 241
24
3 Equipment & Design – Reroute 1.5-inch turbine blowdown piping
24
4 Equipment & Design – Modify filter piping on elevation 241
24
5 Equipment & Design – Modify buss duct support
24
6 Equipment & Design – Relocate elevator disconnect
24
7 Equipment & Design – Relocate CO2 tanks
24
8 Equipment & Design – Modify control panel for fire water pump No. 2
24
9 Equipment & Design – Relocate governor actuators
24
10 Equipment & Design – Provide ADA compliant door hardware
24
11 Equipment & Design – Install medium voltage switchgear top hats
24
12 Equipment & Design – Relocate equipment on Elev. 272, 287, 301, 316, and 331
24
13 Equipment & Design – Modify emergency generator building
24
14 Equipment & Design – Install pad for 12kV disconnect switch
24
15 Equipment & Design – Install guardrail on elevation 331
24
16 Equipment & Design – Install battery spill containment system
24
17 Equipment & Design – Modify pump house stairs
Equipment & Design – Install static frequency converter medium voltage switchgear
24
18
top hats
24
19 Equipment & Design – Relocate transformers PP1 & PP2
24
20 Differing Site Condition - Maintain storm water pollution prevention measures
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$

16,554

Time
Extension
0 days

$

7,430

0 days

$

58,410

0 days

$
$
$
$
$
$

357,224
204,946
4,660
12,196
75,584
42,811

0 days
0 days
0 days
0 days
0 days
0 days

$

96,446

0 days

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

163,366
14,314
55,000
212,286
11,210
64,965
11,873
75,229
39,000
32,199
15,142
46,839
11,945
178,467
28,958
23,195

0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days

$

3,395

0 days

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

3,840
23,636
2,283
4,716
1,354
16,555
6,090
97,972
131,036
611
3,090
54,062
4,572
2,389
1,285
7,693
26,682

0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days

$

5,947

0 days

$
$

582
24,576

0 days
0 days

Amount

Change Orders 9-12, 14, 15, 18, 20, and 24 Approved at the August 2008 Board Meeting
Total Change Order Amount:
$ 3,429,175
Total Time Extension:
8 days
Original Board Authorized Contract Amount:
$ 55,638,101
New Contract Amount:
$ 59,067,276
Change Item
Description
Order No.
13
1 Reimbursable Modification – Unload owner furnished equipment
13
2 Reimbursable Modification – Transfer and delivery of owner-furnished equipment
13
3 Equipment & Design – Polyurethane lining for sewage holding tanks

$
$
$

9,909
16,359
4,144

Time
Extension
0 days
0 days
0 days

Amount

13

4

Reimbursable Modification – Pressure tubing conflicts due to lower cover modification $

14,995

0 days

13
13

5
6

Reimbursable Modification – Spiral-case rebuild due to wicket gate reshaping
Reimbursable Modification – Loading / unloading of owner-furnished equipment

$
$

71,446
4,455

0 days
0 days

13

7

Equipment & Design – Concrete encasement of the 18-inch tunnel drains at penstocks

$

13,546

0 days

16

1

$

1,246

0 days

16

2

$

812

0 days

16

3

$

9,997

0 days

16
16
16

4
5
6

$
$
$

24,766
5,382
3,222

0 days
0 days
0 days

16

7

$

13,395

0 days

16
16
17
17

8
9
1
2

Reimbursable Modification – Hardware for Andritz supplied pipe supports not
delivered
Equipment & Design – Upper bracket air seal assembly
Equipment & Design – Modifications to 10-inch turbine oil recovery line for
relocations
Community Accommodation - Relocate fence
Equipment & Design - Handrail and ladder installation
Equipment & Design - Top cover foundation assembly
Equipment & Design - Re-route fire pump water line at elevation 301 and 316 for
relocations
Modification - Continuity test all power cables
Modification - Network cables routing
Differing Site Condition - Additional temporary slope support at I/O
Differing Site Condition - Extend contract and COD due to I/O DSC
Change Orders 13, 16, and 17 Approved at the December 2008 Board Meeting
Total Change Order Amount:
Total Time Extension:
Original Board Authorized Contract Amount:
New Contract Amount:

Change Item
Description
Order No.
Reimbursable Modification - Turbine blowdown system piping modifications due to
19
1
equipment relocations
19
2 Modification - Delete interior coatings due to wall seepage
19
3 Reimbursable Modification - Drilling of Andritz pipe support holes
19
4 Modification - Start / stop high pressure system pipe welding not shown in contract
19
5 Modification - Water piping channel cover strengthening not shown in contract
Equipment & Design – Additional formwork at elevation 287 walls due to switchgear
19
6
re-design
Equipment & Design - Concrete modifications for jib crane anchor bolts to support the
19
7
jib crane
19
8 Administrative – Water Authority field office bid item adjustment
19
9 Equipment & Design – A/C for switchyard control shelter
21

1

$
21,521
$
27,034
$ 1,925,719
$ 2,164,652

0 days
0 days
0 days
144 days

$ 7,761,775
152 days
$ 55,638,101
$ 63,399,876
Amount

Time
Extension

$

10,323

0 days

$
$
$
$

(32,876)
11,774
2,570
13,944

0 days
0 days
0 days
0 days

$

8,312

0 days

$

1,950

0 days

$
$

33,880
2,823

0 days
0 days

Equipment & Design - Air handling equipment curbs to provide water tight installation $

15,806

0 days
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Change Item
Description
Order No.
Equipment & Design - Reroute station compressed air and service water system due to
21
2
stair relocates
Equipment & Design - Modification of untreated pipe layout on elevation 241 and 257
21
3
due to conflicts
Equipment & Design - Modification of cooling water piping due to 16-inch sleeve
21
4
relocations
21
5 Equipment & Design – Hoses for oil purification unit
21
6 Modification - Install generator housing lighting not shown in contract
Equipment & Design - Installation of lock down bars on grating at elevation 331 for
21
7
security
21
8 Equipment & Design - Unwatering pump bases to support the pumps
21
9 Modification – Install Andritz pipe sleeves not shown on drawings
Equipment & Design - 12-inch sleeve valve 480 volt actuator to coincide with 480 v
21
10
station power
21
11 Administrative – Partnering bid item allowance
22
1 Equipment & Design - Radius piping inside pit liner not shown on drawings

Amount

Time
Extension

$

10,899

0 days

$

49,448

0 days

$

3,161

0 days

$
$

1,516
4,024

0 days
0 days

$

6,632

0 days

$
$

2,364
7,378

0 days
0 days

$

4,223

0 days

$
$

45,000
10,893

0 days
0 days

22

2

Modification – Weld sole plate, intermediate plate, and key to anchor stator fasteners

$

759

0 days

22
22
22
22

3
4
5
6

Differing Site Condition – Rock excavation for penstock piping
Differing Site Condition – Inlet/Outlet structure differing site condition backfill
Differing Site Condition - Rock removal under transformer oil / water separator
Modification – Install turbine conduit not shown on drawings

$
$
$
$

20,892
41,891
9,346
85,806

0 days
0 days
0 days
0 days

Change Orders 19, 21, and 22 Approved at the April 2009 Board Meeting
Total Change Order Amount:
Total Time Extension:
Original Board Authorized Contract Amount:
New Contract Amount:

$ 8,134,513
152 days
$ 55,638,101
$ 63,772,614

Change Item
Description
Order No.
23
1 Modification - Install cable and conduit between generator and fire control panel
23
2 Equipment & Design - Install power supply for louver actuators
23
3 Outside Agency Requirement - Install corrosion monitoring station
23
4 Equipment & Design - Modify electrical cable for draft tube gate control panel
23
5 Reimbursable Modification – Install enclosure bases
23
6 Equipment & Design - Install lighting in E1 331 mechanical room
23
7 Modification - Install temporary access stairway
23
8 Equipment & Design - Modify pump control panels
23
9 Reimbursable Modification – Modify piping and supports
23
10 Equipment & Design - Install AC unit curbs
23
11 Modification - Delete HMI station
23
12 Equipment & Design - Install clean agent tank guards
25
1 Modification - Install pit liner floor
25
2 Equipment & Design – Install additional grating
25
3 Equipment & Design - Modify water level measuring system
25
4 Reimbursable Modification – Modify generator cooling water piping
25
5 Reimbursable Modification – Assemble turbine blowdown silencers
25
6 Equipment & Design – Relocate static frequency converter heat exchangers
25
7 Reimbursable Modification – Modify head cover
25
8 Modification – Install rebar connectors at tunnel
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Time
Extension
52,569
0 days
36,089
0 days
3,400
0 days
1,103
0 days
10,921
0 days
3,070
0 days
643
0 days
87,252
0 days
7,540
0 days
1,915
0 days
(750)
0 days
5,281
0 days
7,198
0 days
30,965
0 days
(5,576)
0 days
2,564
0 days
1,175
0 days
2,639
0 days
2,505
0 days
1,154
0 days

Amount
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

Change Item
Time
Description
Amount
Order No.
Extension
25
9 Modification – Delete parking lot striping
$
(723)
0 days
25
10 Modification – Install power for turbine blowdown and cooling water panels
$
4,903
0 days
25
11 Equipment & Design – Perform mold remediation
$
26,155
0 days
Equipment & Design – Perform electrical modifications for waterproofing June 4, 2009
25
12
$
79,827
0 days
through July 21, 2009
25
13 Equipment & Design – Reconfigure supply fan No. 3
$
751
0 days
Provide additional slope support due to differing site conditions at the Inlet/Outlet
26
1
$ 1,556,443
0 days
structure excavation and tunnel portal
Extend commercial operation and final completion dates due to differing site conditions
26
2
$
- 121 days
at the Inlet/Outlet structure excavation and tunnel portal
27
1 Provide additional labor, equipment and material due to pump house design changes
$ 3,365,976
0 days
Extend commercial operation and final completion dates due to pump house design
27
2
$ 2,075,072 252 days
changes
Extend commercial operation and final completion dates due to increasing start up
27
3
$
458,952 152 days
duration
Change Orders 23, 25, 26, and 27 Approved at the September 2009 Board Meeting
Total Change Order Amount:
$ 15,953,526
Total Time Extension:
677 days
Original Board Authorized Contract Amount:
$ 55,638,101
New Contract Amount:
$ 71,591,627
Change Item
Description
Order No.
28
1 Reimbursable Modification – Relocate cooling water filter gauges
28
2 Reimbursable Modification – Assemble turbine blowdown piping
28
3 Equipment & Design – Relocate transformer oil recovery piping
28
4 Modification
M difi ti – Install
I t ll generator
t heater
h t control
t l cabinets
bi t
28
5 Equipment & Design – Modify service water & compressed air systems
28
6 Equipment & Design – Install inverter static switch bypass
28
7 Equipment & Design – Install additional rotor pedestal base
28
8 Reimbursable Modification – Assemble drain piping
28
9 Reimbursable Modification – Prepare upper bracket for assembly
28
10 Reimbursable Modification – Modify bottom ring
28
11 Equipment & Design – Install roof deck waterstop
28
12 Equipment & Design – Rework lower bracket cooling water pipe
28
13 Equipment & Design – Modify medium voltage switchgear buss duct
28
14 Reimbursable Modification – Modify stator keys
28
15 Equipment & Design – Install electrical receptacle on elevation 349
28
16 Equipment & Design – Modify storm drain
28
17 Equipment & Design – Install parking slab keyway
28
18 Equipment & Design – Install additional reinforcing
28
19 Reimbursable Modification – Modify mechanical isolation valve bypass piping
29
1 Equipment & Design – Modify oil-water-weparator and sewage tanks
29
2 Equipment & Design – Provide inverter static switch
29
3 Equipment & Design – Install transformer concrete pads
29
4 Equipment & Design – Install waterproofing June 8, 2009 through August 19, 2009
30
1 Modification – Install landscape fill
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Amount
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

1,517
2,075
5,382
2,404
2 404
8,550
2,422
27,864
7,313
869
353
906
871
5,044
800
1,230
8,305
526
790
648
29,302
22,827
17,319
152,485
79,818

Time
Extension
0 days
0 days
0 days
0 days
d
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days

Change Item
Description
Order No.
Equipment & Design – Install waterproofing August 20, 2009 through November 3,
30
2
2009
30
3 Modification – Delete riprap at Inlet/Outlet structure
31
1 Modification – Modify static frequency converter isolation switch
31
2 Equipment & Design – Modify battery room
31
3 Equipment & Design – Modify project warranty
31
4 Equipment & Design – Relocate oil and water piping
31
5 Modifications – Develop loop drawings through human machine interface
Change Orders 28, 29, 30 and 31 Approved at the December 2009 Board Meeting
Total Change Order Amount:
Total Time Extension:
Original Board Authorized Contract Amount:
New Contract Amount:

Amount

Time
Extension

$

169,464

0 days

$
$
$
$
$
$

(51,156)
149,750
17,958
295,735
65,210
52,648

0 days
0 days
0 days
0 days
0 days
0 days

$ 17,032,755
677 days
$ 55,638,101
$ 72,670,856

Time
Change Item
Description
Amount
Order No.
Extension
32
1 Reimbursable Modification – Paint owner furnished equipment
$
46,690
0 days
32
2 Equipment & Design – Relocate hydrant test station
$
27,679
0 days
32
3 Administrative – Provide partnering cancelation credit
$
(1,000)
0 days
32
4 Modification – Install rip rap above V-ditch
$
6,421
0 days
32
5 Modification – Modify fan motor cover
$
1,264
0 days
32
6 Modification – Modify turbine blowdown discharge
$
1,698
0 days
32
7 Equipment & Design – Modify emergency generator room doors
$
6,641
0 days
32
8 Equipment & Design – Install stairwell damper louver
$
2,595
0 days
32
9 Modification –Install switchyard guardrail
$
421
0 days
32
10 Modification – Install main inlet valve pipe supports
$
2,036
0 days
33
1 Reimbursable
R i b
bl Modification
M difi ti – Remove
R
and
d reinstall
i t ll servomotors
t
$
9,574
9 574
0 days
d
33
2 Modification – Install oil switch assembly
$
25,221
0 days
45,239
0 days
33
3 Equipment & Design – Install waterproofing November 4, 2009 through November 17, $
33
4 Equipment & Design – Install transformer fencing
$
21,002
0 days
33
5 Equipment & Design – Install moisture resistant wallboard
$
18,919
0 days
33
6 Administrative – Provide connex boxes
$
8,315
0 days
34
1 Administrative – Install guardrail, lodge pole fencing, and drainage
$
56,284
0 days
34
2 Equipment & Design – Modify electrical equipment for waterproofing
$
63,616
0 days
34
3 Modification – Modify instrument communication
$
8,988
0 days
Change Orders 32, 33, 34 Approved at the February 2010 Board Meeting
Total Change Order Amount:
Total Time Extension:
Original Board Authorized Contract Amount:
New Contract Amount:
Change Item
Description
Order No.
35
1 Equipment and Design - Install elevator control time delay
35
2 Modification - Install additional transformer deluge manual actuator
35
3 Equipment and Design - Relocate dust collection system
35
4 Reimbursable Modification - Relocate cooling water sensors
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$ 17,384,358
677 days
$ 55,638,101
$ 73,022,459
Amount
$
$
$
$

7,362
2,860
1,742
888

Time
Extension
0 days
0 days
0 days
0 days

Change Item
Description
Order No.
35
5 Equipment and Design - Modify water level measurement system
35
6 Reimbursable Modification - Modify transformer flange
35
7 Reimbursable Modification - Modify wiring in current transformers
35
8 Reimbursable Modifcation - Modify transformer cross bracing
35
9 Modification - Install floor plate
35
10 Outside Agency Requirement - Provide additional safety marker bouys
35
11 Equipment and Design - Modify fan starters
35
12 Modification - Install survey monument
35
13 Equipment and Design - Relocate oil purification system electrical
35
14 Modification - Install ground splice test station
35
15 Reimbursable Modification - Modify flowmeter piping and trolley cart
35
16 Reimbursable Modifcation - Install buss bar extensions
35
17 Modification - Install piezometer pipe
35
18 Equipment and Design - Install governor oil containment
35
19 Reimbursable Modification - Modify generator top cover
35
20 Reimbursable Modifcation - Provide turbine shaft access closing plates
35
21 Reimbursable Modification - Modify mechanical isolation valve flanges
35
22 Modification - Install block and bleed manifolds
35
23 Reimbursable Modification - Install manway limit switch brackets
35
24 Modification - Provide wall mounted equipment warning signs
36
1 Modification - Install generator fire protection system
36
2 Modification - Remove lead paint from generator collector housing
36
3 Modification - Delete hydro-mulch from pump house slopes
36
4 Modification - Install motor actuator disconnects
36
5 Reimbursable Modification - Replace brake & jack pump motor
36
6 Reimbursable Modification - Enlarge penetration in upper bracket
36
7 Modification - Modify mechanical isolation valve leakage tank feet
36
8 Modification - Install spare parts shelving
36
9 Reimbursable Modification - remove generator bearing pads
36
10 Modification - Install manway structure, raise catch basin, and install concrete pad
37
1 Equipment and Design - Modify ventilation system
37
2 Modification - Purify transfomer oil
Change Orders 35, 36 and 37 Approved at the May 2010 Board Meeting
Total Change Order Amount:
Total Time Extension:
Original Board Authorized Contract Amount:
New Contract Amount:

Amount
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

$ 17,787,965
677 days
$ 55,638,101
$ 73,426,066

Change Item
Description
Order No.
38
39
39
39
39
39
39
39

1
1
2
3
4
5
6
7

Administrative Modification - Modify signal light specifications
Reimbursable Modification - Modify air cooler vent piping
Modification - Install bus duct drains
Reimbursable Modification - Modify Andritz equipment cabling
Reimbursable Modification - Paint servomotors and regulating ring
Reimbursable Modification - Modify lower bracket
Reimbursable Modification - Provide pipe thread adapters
Equipment and Design - Modify unwatering piping
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1,661
909
813
1,391
1,460
6,649
14,477
7,810
13,978
3,745
3,530
1,840
988
2,073
424
9,076
655
2,129
3,302
376
72,423
23,197
(4,893)
7,876
1,051
2,783
1,711
7,198
4,291
14,282
116,636
66,914

Time
Extension
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days

Amount
$
$
$
$
$
$
$
$

(7,112)
1,842
4,345
9,813
2,742
6,211
869
39,183

Time
Extension
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days

Change Item
Description
Order No.
39
39
39
39
39
39
39
39
39
39
40
40
40

8
9
10
11
12
13
14
15
16
17
1
2
3

40

4

40
40
40
40
40
40
40
40
40
40
40
40
40
40
40
41

5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
1

42

1

42

Modification - Install handrail at emergency exit hatch
Reimbursable Modification - Modify brake dust control system cabling
Reimbursable Modification - Provide oil and nitrogen for governor system
Reimbursable Modification - Reroute exciter cabling
Install exciter operator interface terminal
Reimbursable Modification - Modify static frequency converter switches
Reimbursable Modification - Replace turbine blowdown air receiver fittings
Modification - Install servomotor isolation valves
Equipment and Design - Modify service water control panel
Reimbursable Modification - Remove and replace generator current transformers
Equipment and Design - Install dismantling joints
Reimbursable Modification - Replace high pressure system piping and fittings
Equipment and Design - Install additional high pressure piping
Equipment and Design - Modify mechanical and install signs and grating for NEC
compliance
Reimbursable Modification - Provide power for Andritz field office
Reimbursable Modification - Modify main inlet valve control piping
Reimbursable Modification - Replace turbine shaft seal solenoid valve
Reimbursable Modification - Modify main inlet valve control wiring
Equipment and Design - Install main inlet valve air release drain piping
Reimbursable Modification - Replace main inlet valve directional valve
Reimbursable Modification - Modify heater control panel
Reimbursable Modification - Assemble vibration panel
Modification - Modify CAISO communications
Equipment and Design - Install oil transfer pump receptacle
Reimbursable Modification - Reroute governor wiring
Modification - Install high pressure panel wiring
Modification - Install governor sync panel wiring
Modification - Reroute generator CO2 piping
Reimbursable Modification - Modify pressure equalizing piping
Equipment and Design - LHOP trashrack Modifications
Equipment and Design - Install Waterproofing Material March 19, 2010 through
August 17, 2010

Amount

Time
Extension

$
$
$
$
$
$
$
$
$
$
$
$
$

2,552
2,346
10,324
4,788
758
13,174
1,345
3,378
326
1,352
46,415
23,349
13,527

0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days

$

11,365

0 days

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

5,288
3,297
4,345
4,471
9,587
1,335
(1,272)
1,585
7,611
5,382
976
1,823
2,184
3,363
4,215
513,660

0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days

$

356,354

0 days

2

Equipment and Design - Perform Loop Checks July 5, 2010 through November 7, 2010 $

135,623

0 days

42

3

$

54,359

0 days

42

4

Equipment and Design - Install Cathodic Protection Materials
Equipment and Design - Install Rock Grate at Lake Hodges to Olivenhain Pipeline
Surge Shaft

$

124,282

0 days

Change Orders 38, 39, 40, 41 and 42 Approved at the September 2010 Board Meeting
Total Change Order Amount:
$ 19,219,325
Total Time Extension:
677 days
Original Board Authorized Contract Amount:
$ 55,638,101
New Contract Amount:
$ 74,857,426

Page 111 of 656

Change Item
Description
Order No.
43
43
43
43
43

1
2
3
4
5

43

6

43
43
43
43
43
43
43
43
43
43
43
43
43
43
43
43
43
43
43
43
44
44
44
44
44
44
44
44
44
44
44
44
45
45

7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
1
2
3
4
5
6
7
8
9
10
11
12
1
2

45

3

45

4

Reimbursable Modification - Provide static frequency converter test water
Equipment and Design - Coordinate Fire Marshal review
Modification - Install brake dust collector flow switch
Reimbursable Modification - Replace peripheral drain flange
Reimbursable Modification - Install modified Chemetron fire panel
Reimbursable Modification - Provide pre-operational support on July 31, August 1, and
August 28, 2010
Modification - Perform lockout tagout for headworks inspection
Modification - Install Knox boxes
Reimbursable Modification - Modify turbine servomotor piping
Equipment and Design - Modify unwatering pump control panel
Equipment and Design - Modify main inlet valve body drain
Reimbursable Modification - Replace high pressure start stop system valves
Modification - Install Chemetron remote panel and release switches
Reimbursable Modification - Fill motor generator CO2 system
Reimbursable Modification - Modify generator cooling water instrument mounting
Modification - Install dust collection system damper
Modification -Install tunnel drain pipe brace
Modification - Install hardwire interlock between 52SS-1 and 52SS-2
Reimbursable Modification - Modify lower guide bearing cooling water piping
Reimbursable Modification - Repair unit 2 governor accumulator
Modification - Install emergency stop in Control Room
Reimbursable Modification - Replace governor sight glass
Equipment and Design - Install generator pit grounding
Reimbursable Modification - Modify dust collection piping
Equipment and Design - Perform additional welding on trashrack
Modification - Install analog input cards in El 257 RIO cabinet
Reimbursable Modification - Modify medium voltage switchgear
Modification - Install generator flowmeters
Reimbursable Modification - Troubleshoot GSU conservator bladders
Equipment and Design - Replace pressure relief valves and air receivers
Reimbursable Modification - Repair spiralcase lining
Modification - Install stator radiator vent piping supports
Modification - Install MIV leakage containment
Modification - Modify communication wiring
Equipment and Design - Weld hatch picking eyes
Reimbursable Modification - Replace headcover bolts
Reimbursable Modification - Dowel wicket gate arms
Modification - Install Chemetron CO2 fill line
Modification - Install additional cathodic protection of trashrack
Modification - Replace trashrack hardware
Modification - Install grounding devices on electrical gear for safe operation and
maintenance
Modification - Abate lead based paint for welding on stator, upper bracket, and guide
bearing covers
Change Orders 43, 44 amd 45 Approved at the February 2011 Board Meeting
Total Change Order Amount
Total Time Extension:
Original Board Authorized Contract Amount:
New Contract Amount:
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Amount

Time
Extension

$
$
$
$
$

368
1,273
1,855
5,145
392

0 days
0 days
0 days
0 days
0 days

$

4,286

0 days

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

1,385
4,486
3,207
1,066
4,890
4,456
6,107
5,835
4,969
4,865
3,112
3,784
5,487
1,981
569
1,675
8,690
5,610
2,328
1,007
10,716
9,984
11,704
19,343
19,413
8,522
2,288
6,825
2,419
6,939
23,641
37,648
39,234
34,415

0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days

$

63,639

0 days

$

65,945

0 days

$ 19,670,828
677 days
$ 55,638,101
$ 75,308,929

Change Item
Description
Order No.
46
46
46
46
46
46
46
46
46
46
46
46
46
46
46
46
46
46
46
46
46
46
47
48
48
48
48
48
48
48
48
48
48
48

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
1
1
2
3
4
5
6
7
8
9
10
11

49

1

50

1

50
50

2
3

50

4

50

5

51

1

51

2

Equipment and Design - Modify Pressure Switches
Modification - Delete Floor Coatings
Reimbursable Modification - Modify Turbine Cooling Water Supports
Reimbursable Modification - Modify Collector Ring Bus Bar
Reimbursable Modification - Modify Main Inlet Valve Maintenance Seal Actuator
Reimbursable Modification - Modify Generator Instrument Cubicle
Reimbursable Modification - Install Turbine Blowdown Oil Filter
Modification - Install Vibration Sensor Brackets
Modification - Modify Oil Water Separater-2 Level Sensor
Reimbursable Modification - Install Remote Input/Output Cabinet Power Supplies
Modification - Modify Air Compressor Programming
Reimbursable Modification - Modify Brake and Jack Enclosures
Reimbursable Modification - Modify Servomotor Brackets
Equipment and Design - Modify Cooling Water System
Modification - Refurbish Draft Tube Pressure Transmitter
Modification - Weld Turbine Shaft Coupling Nuts
Reimbursable Modification - Remove and Replace Unit 2 Base Ring
Reimbursable Modification - Modify Servomotor Clevis
Reimbursable Modification - Remove and Replace Shaft Seal Components
Reimbursable Modification - Provide Wicket Gate Limit Switch Brackets
Modification - Reimbursement for Wicket Gate Bushings
Modification - Modify Oil Transfer Pump - 1
Modification - Delete Disputes Review Board
Modification - Modify Turbine Blowdown Level Transmitter
Reimbursable Modification - Pressure Test Brake & Jack Panel
Reimbursable Modification - Modify Bus Bar Brackets
Reimbursable Modification - Modify Turbine Bearing Oil Housing
Reimbursable Modification - Assemble Top Cover Hatch
Reimbursable Modification - Fill Governor Accumulator
Reimbursable Modification - Replace Penstock Manway O-Rings
Modification - Paint Unit 1 & Unit 2 Current Transformer Platforms
Modification - Modify Revegetation Requirements
Reimbursable Modification - Provide Generator Pit Sealing Materials
Reimbursable Modification - Provide Field Offices
Reimbursable Modification - Allowance to Extend Commercial Operation and Final
Completion Dates due to Repairs and Additional Commissioning of the Turbine
Generator Units
Modification - Reimbursement for Technical Advisor Support on 8/22, 8/29, 10/10,
2009
Modification - Initiate Warranty Period
Modification - Reimbursement for New Upper Bracket Soleplate Keys
Modification - Reimbursement for Programming Modifications for Station Service
Power Distribution Panel Corrections
Reimbursable Modification - Rebuild Units due to Wicket Gate Design Modifications
Reimbursable Modification - Allowance to Extend Commercial Operation and Final
Completion Dates due to Repairs and Additional Commissioning of the Turbine
Generator Units
Reimbursable Modification - Allowance to Perform Preventative Maintenance
Total Change Order Amount through 51
Total Time Extension:
Original Board Authorized Contract Amount:
New Contract Amount:

Page 113 of 656

Amount

Time
Extension

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

3,160
(2,779)
2,920
3,215
618
647
974
5,672
5,767
204
313
2,371
1,959
35,759
519
3,163
5,312
10,254
13,067
914
(2,889)
1,611
(100,000)
5,360
2,493
4,067
3,197
2,058
1,508
3,674
1,676
(6,493)
2,770
46,000

0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days

$

145,000

65 days

$

(2,524)

0 days

$
$

(11,605)

0 days
0 days

$

(22,868)

0 days

$

102,663

$

185,000

31 days

$

25,000

0 days

$ 20,150,555
773 days
$ 55,638,101
$ 75,788,656

Change Item
Description
Order No.
52

1

52

2

52
52
52
52
52
52
52

3
4
5
6
7
8
9

53

1

54
55

1
1

Amount

Reconcile Change Order 49; Allowance to Extend Commercial Operation and Final
Completion Dates due to Repairs and Additional Commissioning of Turbine Generator
Units (through June 30, 2011)
Reconcile Change Order 51; Allowance to Extend Commercial Operation and Final
Completion Dates due to Repairs and Additional Commissioning of Turbine Generator
Units (July 1 - 31, 2011)
Provide Heat Exchanger Materials and Install Pipe Penetrations
Perform Measurement of Wicket Gate Lever Arms
Install Moisture Resistant Wallboard
Repair Pressure Regulating/Air Vacuum Valves on Main Inlet Valve Nos. 1 and 2
Modify Upper Bracket Soleplate Keys
Modify Instrument Panels for Governor Gauges
Install Replacement Turbine/Generator Thermometers
Allowance to Extend Commercial Operation and Final Completion Dates due to
Repairs and Additional Commissioning of the Turbine Generator Units
Contractor Name Change
Relocate 10" Raw Water Gate Valve

$
$

Total Change Order Amount through 55
Total Time Extension:
Original Board Authorized Contract Amount:
New Contract Amount:

$ 21,164,727
1078 days
$ 55,638,101
$ 76,802,828
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Time
Extension

$

(39,156)

0 days

$

(100,227)

0 days

$
$
$
$
$
$
$

15,057
6,719
2,522
2,167
2,462
2,010
519

0 days
0 days
0 days
0 days
0 days
0 days
0 days

$ 1,100,000
22,099

305 days
0 days
0 days

TABLE 2
SUMMARY OF CONSTRUCTION CHANGE ORDERS
LAKE HODGES PROJECT’S PRE-PROCUREMENT CONTRACT
SPECIFICATION 552
Change
Order
1

Item
No.
1

2

1

2
3

2
1

4
5

1
1

6

1

Description

Amount

Scope Change – Delete Owner controlled Insurance Program, Builders
Risk, and Project Labor Agreement
Scope Change – Revise delivery schedule for unit plant control and
protection.
Scope Change – Revise control system input and output quantities.
Scope Change – Value engineering change to the unit plant control
system.
Scope Change – Revise equipment delivery schedule.
Scope Change – On-site technical assistance for LHPS schedule
extension.
Scope Change – Management, engineering, and escalation costs for
LHPS schedule extension.

$0

Time
Extension
0 days

$0

0 days

$15,330
$23,200

0 days
7 days

$0
$427,775

0 days
0 days

$126,813

283 days

Change Orders 1-6 Approved at the September 2007 Board Meeting
Total Change Order Amount:
Total Time Extension:
Original Board Authorized Contract Amount:
New Contract Amount:
Change
Order
7

Item
No.
1

7

2

$ 593,118
290 days
$ 13,998,760
$ 14,591,878

Description

Amount

Administrative – Reimbursement for Travel and Living Costs for Inplant Inspections
Scope Change – Lead Paint removal

($23,547)

Change Order 7 Approved at September 2008 Board Meeting:
Total Time Extension:
Original Board Authorized Contract Amount:
New Contract Amount:
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Time
Extension

$180,329

$ 156,782
290 days
$ 13,998,760
$ 14,748,660

TABLE 2
SUMMARY OF CONSTRUCTION CHANGE ORDERS
LAKE HODGES PROJECT’S PRE-PROCUREMENT CONTRACT
SPECIFICATION 552
Change
Order
8
8
8
8
8
8

Item
No.
1
2
3
4
5
6

Description

Amount

Reimbursement to Strengthen the Lower Cover
Reimbursement to Load & Unload Lower Brackets.
Reimbursement to Assist with Lead Paint Abatement
Reimbursement to Provide Draft Tube Anchors
Reimbursement to Reinstall Tubing on Unit 1 & Unit 2
Reimbursement for Future Lead Impacts to Operations and
Maintenance

($162,538)
($1,362)
($7,725)
($920)
($6,574)
($100,000)

Change Order 8 Approved at June 2009 Board Meeting:
Total Time Extension:
Original Board Authorized Contract Amount:
New Contract Amount:

Change
Order
9
9
9
9
10

Item
No.
1
2
3
4
1

Change
Order
11

Item
No.
1

($ 279,119)
297 days
$ 13,998,760
$ 14,469,541

Description

Amount

Modify Medium Voltage Switchgear
Provide Termination Extension for the SFC Transformer
Administrative - Contractor Name Change
Administrative - Provide Contractor’s Insurance
Scope Change - Revise Final Completion Date

$608,808
$164,896
$0
$0
$853,430

Total change order amount through Change Order 10:
Total Time Extension:
Original Board Authorized Contract Amount:
New Contract Amount:

Amount

Scope Change - Revise Final Completion Date

$1,432,778
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Time
Extension
0 days
0 days
0 days
0 days
206 days

$ 2,097,915
503 days
$ 13,998,760
$ 16,096,675

Description

Change Order 11 Approved at June 2009 Board Meeting:
Total Time Extension:
Original Board Authorized Contract Amount:
New Contract Amount:

Time
Extension
0 days
0 days
0 days
7 days
0 days
0 days

Time
Extension
426 days

$ 1,432,778
929 days
$ 13,998,760
$ 17,529,453

TABLE 2
SUMMARY OF CONSTRUCTION CHANGE ORDERS
LAKE HODGES PROJECT’S PRE-PROCUREMENT CONTRACT
SPECIFICATION 552
Change
Order
12
12
13
13
13
14
14
14
14
14
14
14
15
15
15
15
15
15
15
15
15
15
15

Item
No.
1
2
1
2
3
1
2
3
4
5
6
7
1
2
3
4
5
6
7
8
9
10
11

15
15
15

12
13
14

15

15

15

16

15
15
15
15
15
15

17
18
19
20
21
22

15
15
15
15

23
24
25
26

Description

Amount

Provide Testing & Inspection for 25 MVA / 69KV Transformers
Provide Interconnection Schedule Review
Provide Load Shedding Programming
Provide Loop Testing/Preoperational Support
Provide Onsite Installation Support
Reimbursement to Relocate Cooling Water Filter Gauges
Reimbursement to Assemble Turbine Blowdown Piping
Reimbursement to Assemble Piping
Reimbursement to Prepare Upper Bracket for Assembly
Reimbursement to Modify Bottom Ring
Reimbursement to Modify Stator Keys
Reimbursement to Modify Mechanical Isolation Valve Bypass Piping
Reimbursement for Turbine Pit Lighting
Reimbursement for Current Transformer Wiring
Reimbursement for Flowmeter Piping and Trolley Cart
Reimbursement for Cooling Water [Sensors/Probes] Relocation
Reimbursement for Brake & Jack Pump Motor
Reimbursement for Exciter Cable Penetration in Upper Bracket
Reimbursement for Generator Top Cover Modification for Oil Sight
Reimbursement for Painting Servomotors and Regulating Rings
Reimbursement for GE Cable Changes
Reimbursement for Lower Bracket Piping Modification
Reimbursement for Transfer and Delivery of Owner-Furnished
Equipment
Reimbursement for Revised Layout of Cooling Water Piping
Reimbursement for Missing Pipe Support Hardware
Reimbursement for Pressure Tubing Conflicts Due to Lower Cover
Modification
Reimbursement for Spiral-case Rebuild Due to Wicket Gate
Reshaping
Reimbursement for Loading / Unloading of Owner-furnished
Equipment
Reimbursement for Remove and Reinstall Four Servomotors
Reimbursement for Air Cooler Vent Piping
Reimbursement for Generator Bearing Pads Removal
Reimbursement for Mechanical Isolation Valve Flanges Modification
Reimbursement for Pipe Supports Drilling
Reimbursement for Cooling Water and Blowdown Piping and Support
Modifications
Reimbursement for Filter Piping Modification on Elevation 241
Reimbursement for Generator Cooling Water Piping Modification
Reimbursement for Turbine Blowdown Silencers Assembly
Reimbursement for Head Cover Grinding

$50,165
$42,007
$31,797
$130,599
$242,927
($1,517)
($2,075)
($5,137)
($869)
($353)
($800)
($648)
($535)
($813)
($3,530)
($888)
($1,051)
($2,783)
($424)
($2,742)
($5,703)
($6,211)
($16,359)

Time
Extension
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days

($14,314)
($1,246)
($14,995)

0 days
0 days
0 days

($71,446)

0 days

($4,455)

0 days

($9,574)
($1,842)
($4,291)
($655)
($11,774)
($7,540)

0 days
0 days
0 days
0 days
0 days
0 days

($2,106)
($2,564)
($1,175)
($2,505)

0 days
0 days
0 days
0 days
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TABLE 2
SUMMARY OF CONSTRUCTION CHANGE ORDERS
LAKE HODGES PROJECT’S PRE-PROCUREMENT CONTRACT
SPECIFICATION 552
Change
Order
15
15
16
16
16
16
16
16

Item
No.
27
28
1
2
3
4
5
6

16
16
16
16
16
16
16
16
16
16
17
17
17
17
17
17

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

17
17

7
8

17
17
17

9
10
11

17
17
17
17
17
17
17
17
17
17
17

12
13
14
15
16
17
18
19
20
21
22

Description

Amount

Reimbursement for Turbine Shaft Access Closing Plates
Reimbursement for Turbine Blowdown Fittings
Reimbursement for Cabinet Bases
Reimbursement for Transformer Cross Bracing Modification
Reimbursement for Buss Bar Extensions RFI No. 745
Reimbursement for Oil and Nitrogen for Governor System
Reimbursement for SFC Switches Modifications RFI No. 820
Reimbursement for Static Frequency Converter Isolation Switch
Modification
Reimbursement for Unloading Owner-furnished Equipment
Reimbursement for Transformer Flange Modification
Reimbursement for Brake Dust Control System Cabling RFI No. 815
Reimbursement for Rerouting of Exciter Cable
Reimbursement for Rerouting Governor Wiring
Reimbursement for Providing Static Frequency Converter Test Water
Reimbursement for Providing Pre-Operational Support
Reimbursement for Repairing Unit 2 Governor Accumulator
Reimbursement for Replacing Governor Sight Glass
Reimbursement for Troubleshooting GSU Conservator Bladders
Reimbursement for Modifying Chemetron Fire Control Panel
Reimbursement for Wicket Gate Limit Switch Bracket Replacement
Reimbursement for Brake and Jack Enclosure Modifications
Reimbursement for Servomotor Piping Modifications
Reimbursement for High Pressure System Valve Replacement
Reimbursement for Generator Cooling Instrument Mounting
Modifications
Reimbursement for Peripheral Drain Flange Replacement
Reimbursement for Lower Guide Bearing Cooling Water Piping
Modifications
Reimbursement for Dust Collection Piping Modifications
Reimbursement for Motor Generator CO2 System Filling
Reimbursement for High Pressure System Piping and Fittings
Replacement
Reimbursement for Main Inlet Valve Control Piping Modification
Reimbursement for Turbine Shaft Seal Solenoid Valve Replacement
Reimbursement for Main Inlet Valve Control Desk Wiring
Reimbursement for Main Inlet Valve Directional Valve Replacement
Reimbursement for Vibration Panel Assembly
Reimbursement for Pressure Equalizing Piping Modifications
Reimbursement for Generator Pit Sealing Materials
Reimbursement for Headcover Bolt Replacement
Reimbursement for Medium Voltage Switchgear Modifications
Reimbursement for Spiral Case Lining Repairs
Reimbursement for Wicket Gate Arm Doweling

($9,076)
($1,345)
($10,921)
($1,391)
($1,840)
($8,517)
($13,174)
($149,750)

Time
Extension
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days

($9,909)
($909)
($2,346)
($4,788)
($976)
($368)
($4,286)
($1,981)
($1,675)
($11,704)
($392)
($914)
($2,371)
($3,207)
($4,456)
($4,969)

0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days

($5,145)
($5,487)

0 days
0 days

($5,610)
($5,835)
($23,349)

0 days
0 days
0 days

($3,297)
($4,345)
($4,471)
($1,335)
($1,585)
($4,215)
($2,770)
($6,939)
($10,716)
($19,413)
($23,641)

0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
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TABLE 2
SUMMARY OF CONSTRUCTION CHANGE ORDERS
LAKE HODGES PROJECT’S PRE-PROCUREMENT CONTRACT
SPECIFICATION 552
Change
Order
17
17

Item
No.
23
24

18
19
19
19
19
19
19
19
19
19
19
19
19
19
19

1
1
2
3
4
5
6
7
8
9
10
11
12
13
14

20

1

20
20
20
20
20
20
20
20
20
20
20
20
20

2
3
4
5
6
7
8
9
10
11
12
13
14

20
20
20

15
16
17

20
20
20

18
19
20

Description

Amount

Reimbursement for Upper Cover Modifications
Reimbursement for Turbine Blow Down Pressure Relief Valve
Replacement
Provide Replacement Consumable Parts
Modify Andritz/GE UPC Programming
Program User-Defined Data Type Tables to Integrate SDCWA HMI
Provide New Upper Bracket Soleplate Keys Unit 1 and Unit 2
Provide Additional Training Session
Design Hardwire Interlock between 52SS-1 and 52SS-2
Provide Arc Flash Study and Labels
Design Emergency Stop in Control Room
Revise Loop Drawings to Include Specification 554 Cable Identifiers
Perform Programming Modifications for SSPDP Corrections
Design Chemetron CO2 Fill Line
Provide TA Support on August 22, 29, and October 10, 2009
Provide Wicket Gate Bushings and Bronze Glands
Provide Chemetron CO2 System Signage and Switches
Provide Testing and Inspection for Blowdown Air Compressors, Main
Inlet Valves, and Pump-Turbines
Reimbursement for Disassembly and Reassembly of Turbine
Generator Units for Wicket Gate Modifications
Reimbursement for Modifying Shaft Seal Support Plate
Reimbursement for Modifying the Servomotor Clevis
Reimbursement for Modifying Turbine Blowdown Level Transmitters
Reimbursement for Modifying the Base Ring on Unit 2
Reimbursement for Modifying Bus Bar Brackets
Reimbursement for Replacing Penstock Manway O-rings
Reimbursement for Modifying Collector Ring Bus Bar
Reimbursement for Modifying Turbine Bearing Oil Housing
Reimbursement for Modifying Turbine Cooling Water Supports
Reimbursement for Pressure Testing Brake & Jack Panel
Reimbursement for Assembling Top Cover Hatch
Reimbursement for Modifying Servomotor Brackets
Reimbursement for Removing and Replacing Generator Current
Transformers
Reimbursement for Installing Turbine Blowdown Oil Filter
Reimbursement for Modifying Generator Instrument Cubicle
Reimbursement for Modifying Main Inlet Valve Maintenance Seal
Actuator
Reimbursement for Filling Governor Accumulator
Reimbursement for Installing RIO Cabinet Power Supplies
Reimbursement for Repairing Pressure Regulating/Air Vacuum
Valves on Main Inlet Valve Nos. 1 and 2

($75,584)
($307)

Time
Extension
0 days
0 days

$51,759
$63,700
$40,042
$11,605
$46,778
$2,850
$48,572
$5,286
$32,414
$22,868
$18,908
$2,524
$2,889
$1,643
$37,293

0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days

($102,663)

0 days

($13,067)
($10,254)
($5,360)
($5,312)
($4,067)
($3,674)
($3,215)
($3,197)
($2,920)
($2,493)
($2,058)
($1,959)
($1,352)

0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days
0 days

($974)
($647)
($618)

0 days
0 days
0 days

($1,508)
($204)
($2,167)

0 days
0 days
0 days
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TABLE 2
SUMMARY OF CONSTRUCTION CHANGE ORDERS
LAKE HODGES PROJECT’S PRE-PROCUREMENT CONTRACT
SPECIFICATION 552
Change
Order
20
20
20
21
22
23

Item
No.
21
22
23
1
1
1

23
23
23

2
3
4

Description

Amount

Reimbursement for Modifying Instrument Panels for Governor Gauges
Install Temporary Internet Connection
Reimbursement for Paint Repairs on Unit 2 Collector Housing
Initiate Unit 1 Warranty – August 28, 2011
Reimbursement for Medium Voltage Switchgear Expediting Payment
Reimbursement for Installation of Lower Sight Glass on Unit 2
Hydraulic Power Unit No. 2 Oil Reservoir
Modify Requirements for Generator Efficiency Test
Modify Liquidated Damages
Reimbursement for Repairs on 2-inch Bypass Line Partial
Pressurization Valve

($2,010)
$790
($1,342)
$0
($93,581)
($515)

Time
Extension
0 days
0 days
0 days
0 days
0 days
0 days

$0
($515)
($8,432)

0 days
0 days
0 days

Total change order amount through Change Order 21:
Total Time Extension:
Original Board Authorized Contract Amount:
New Contract Amount:
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$ 3,485,776
929 days
$ 13,998,760
$ 17,484,536

LEGISLATION, CONSERVATION AND OUTREACH COMMITTEE
AGENDA FOR
NOVEMBER 29, 2012

Elsa Saxod – Chair
Frank Hilliker – Vice Chair
Mark Weston – Vice Chair
Brian Boyle
Gary Croucher
Marilyn Dailey
Farrah Douglas

Marty Miller
Vincent Mudd
Dennis Sanford
John Simpson
Robert Topolovac
Yen Tu
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.
4-B
Final report on Legislation, Conservation and Outreach Committee’s Goals for
2011 and 2012.

I.

CONSENT CALENDAR

II.

ACTION/DISCUSSION
1.

Legislative Issues.
1-A Report by Carpi and Clay. (supplemental materials)
1-B
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Adopt Proposed 2013 Legislative Policy guidelines.
Adopt the proposed 2012 Legislative Policy Guidelines.
(Action)

Jeff Volberg

III.

1-C

Sponsorship of two bills in the State legislature.
Staff recommendation: Sponsor legislation that:
1. Moves augmentation of raw water supplies with advanced
treated purified water and direct potable reuse to the Health
and Safety Code, instead of defining it as a waste in the
Water Code.
2. Requires the California Air Resources Board to develop a
program that returns revenues from the purchase of
greenhouse gas emission permits by the Metropolitan
Water District to retail water agencies that purchase MWD
water. (Action)

Jeff Volberg

1-D

Amend agreements with Carpi & Clay, Sacramento; Lang,
Hansen, O’Malley and Miller; V. John White Associates; and
Carpi, Clay & Smith, Washington D.C., for legislative
advocacy and government relations services.
Staff recommendation: Amend the agreements for legislative
advocacy services through December 31, 2014, for a period of
24 additional months, for Carpi & Clay; Lang, Hansen,
O’Malley and Miller; V. John White Associates; and Carpi,
Clay & Smith, increasing total funding for the four agreements
by $1,016,256, to an amount not-to-exceed $2,970,739.
(Action)

Alexi Schnell

INFORMATION
1.

Small Contractor Outreach and Opportunities Program Quarterly
report.

Emily Yanushka

2.

Quarterly report on Public Outreach and Conservation department
activities.

Jason Foster

3.

Government Relations update.

Jeff Volberg
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IV.

ADJOURNMENT
Doria F. Lore
Clerk of the Board

NOTE:

This meeting is called as an 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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November 21, 2012

Attention:

Legislation, Conservation and Outreach Committee

Final Report on Legislation, Conservation and Outreach Committee’s Goals for 2011 and
2012
Purpose
The attached report summarizes activities performed in support of the Legislation, Conservation
and Outreach Committee’s goals for 2011 and 2012.
Background
Previous Board action: On March 24, 2011, the Board of Directors adopted a set of goals for
the Legislation, Conservation and Outreach Committee to accomplish in 2011 and 2012.
Discussion
The goals for the Legislation, Conservation and Outreach Committee relate to the following
matters: legislation, lobbying and intergovernmental relations; community relations; media
relations; water conservation programs; and the Small Contractor Outreach and Opportunities
Program (SCOOP). During the past two years, the Committee reviewed, discussed, and made
decisions pertaining to these matters. A progress report was presented to the Board January 26,
2012.

Prepared by: Jason Foster, Director of Public Outreach and Conservation
Reviewed by: Elsa Saxod, Chair, Legislation, Conservation and Outreach Committee

Attachment: Final Report on Legislation, Conservation and Outreach Committee’s Goals for 2011
and 2012
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Final Report on Legislative, Conservation and Outreach Committee Goals
Calendar Years 2011 and 2012
Strategic Plan Objectives
1. Per Capita Water Consumption – Support policies and programs that maintain average
regional residential per capita water consumption at or beneath 10% below the baseline
10-year regional average. (January 2015 – SP #2)
Activities: In July 2011, the LCO Committee approved and recommended to the full Board
that the General Manager be authorized to enter the Water Authority into Memoranda of
Understanding with nine member agencies that self-perform water conservation audits and
surveys to enable those agencies to be reimbursed for providing those services.
In July 2011, the LCO Committee approved and recommended to the full Board to authorize
the General Manager to execute a professional services agreement with the Mission Resource
Conservation District in the amount of $225,000 to allow for the pass-through of DWR
Integrated Regional Water Management funds to support the Water Authority’s Agricultural
Water Management Program.
In August 2011, the LCO Committee approved and recommended to the full Board to
authorize the General Manager to execute a professional services agreement not to exceed
$420,000 with Mission Resource Conservation District to administer the WaterSmart Field
Services Program.
In January 2012, the LCO Committee received an update on the state’s Commercial,
Institution and Industrial Task Force and its work to help improve water use efficiency
among these types of water users. Committee and Board members provided feedback on
potential recommendations for statewide CII water use efficiency standards.
In April 2012, the LCO Committee approved and recommended to the full Board a set of
Water Use Efficiency Policy Principles to guide future prioritization and development of
water use efficiency programs to help the region meet long-term water efficiency targets.
In June 2012, the LCO Committee approved and recommended to the full Board a two-year
contract not to exceed $1,152,633 to WaterWise Consulting, Inc., to administer the Water
Authority’s Turf Replacement Rebate Program.
2. Water Conservation Ethic – Support programs and outreach efforts that ensure 75% or
more of the region’s residents hold the view of water conservation as one of their most
important civic obligations. (January 2015 – SP #3)
Activities: The July 2012 Water Authority poll on this topic showed 95% of the region’s
residents agreed water conservation was an important civic duty – up from 92% in the 2009
survey.
In March 2012, the LCO Committee reviewed and provided input on a range of Water
Authority communication and outreach resources, ranging from printed fact sheets to the
Water Authority’s website and social media channels.
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In March 2012, the LCO Committee reviewed and provided input on the San Diego County
Garden Friendly Plant Fair partnership between the Water Authority, participating member
agencies and The Home Depot.
3. Issues Workshops – Encourage committee and board members to host or participate in
workshops for agency boards and other interested local officials to provide a
comprehensive overview of the Water Authority issues and the region’s water supply.
(December 2012 – SP #8)
Activities: In place of workshops, members of the LCO Committee and Board of Directors
participated in the Water Authority’s Speaker’s Bureau and Water Talks programs
throughout 2011, delivering presentations about water supply, water rates, and other issues to
business, civic, and other organizations and members of the general public. The speaker’s
bureau made more than 115 presentations and the Water Talks program held its first five
community forums during calendar years 2011 and 2012.
4. Policymaker Support – At least 75% of the region’s local government policy makers
understand the importance of connecting development with good water policy, support
the Water Authority’s long-term direction, and endorse water conservation. (December
2012 – SP #9)
Activities: Committee members, Board members and Water Authority senior management
made presentations to local policymakers as part of the Speaker’s Bureau program.
5. Public Affairs – Participate in and review outreach programs that create broad public
support for and awareness of issues surrounding water, water resources, and water
infrastructure. (January 2015 – SP #15)
Activities: The LCO Committee reviewed the Water Authority’s social media
communications efforts at its August 2011 meeting and provided input on staff’s
development and launch of a “Water News” smartphone application.
In April 2012, The LCO Committee reviewed the Water Authority’s school education
programs, including the program’s progress in meeting its five-year Business Plan goals and
plans for restructuring the array of available programs for the 2012-2013 school year.

Business Plan Goals
Water Conservation
1. Per Capita Water Consumption – Support programs that enable member agencies
to help reduce their per capita water use so the region can reduce its water use by 8.4
gallons per capita per day by 2012 to stay on course to reach the state-mandated 2015
target of 161 gallons per capita per day. (June 2012 – BP #3)
Activities: The LCO Committee reviewed the GM’s Recommended Budget for the
Public Outreach and Conservation Department for fiscal years 2012 and 2013 on June 9,
2011; the budget was approved by the full Board in late June 2011. The department’s
budget contained the resources necessary to implement Board-identified “core” water
2
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conservation programs through the two-year budget period. Regional water use in 2011
and 2012 trended well within the range to meet the 2015 target.
2. Short-Term Savings Programs – As needed, review and approve programs that will
achieve short-term water savings to meet anticipated or mandated regional targets if
the previous year’s annual gallons per capita per day target is exceeded by 5 percent
or more (June 2012 – BP #4)
Activities: No such programs were necessary in 2011 or 2012. Water use remained
within the desired range due to a combination of outreach efforts, weather and consumer
sensitivity to water rates.

Government Relations Outreach
1. Bay-Delta – In cooperation with MWD and other Southern California stakeholders,
adopt a comprehensive legislative advocacy plan designed to obtain legislative and
gubernatorial approval of long-term (by 2018) Bay-Delta improvements. (July 2011
– BP #1)
Activities: Water Authority directors, staff, and legislative advocates met in Sacramento
in May 2011 to brief legislative leaders and members of the Governor's administration on
Water Authority concerns regarding securing firm financial commitments to pay for a
Delta fix. Staff have been active in a variety of forums on Delta issues, including BDCP
Governance, Conveyance, and Finance task forces, ACWA Water Finance Task Force
advisory group, California Water Plan Finance Caucus, and have provided comments on
various drafts of the Delta Stewardship Council's Delta Plan. Water Authority senior
management commented on the finance and governance chapters of the BDCP
administrative draft, and on the draft EIS/EIR for the Delta Plan.
2. Policymaker Support – Encourage committee and Board members to participate in
programs that ensure that at least 75 percent of the region’s local government policy
makers understand the importance of connecting development with good water
policy, support the Water Authority’s long-term direction, and endorse water
conservation. (December 2012 – BP #3)
Activities: See answer to Strategic Plan Item No. 4.
3. Legislative Briefings – Encourage committee and Board members to participate as
needed as staff provide at least one briefing for each San Diego County, state, and
federal legislator on the Water Authority CIP projects, regarding efforts to ensure
water supply reliability, and the need to diversify the region’s water supply portfolio.
(Annually – BP #4)
Activities: Committee and Board members attended three Legislative Roundtables in
2011, which provided a forum for Water Authority directors, staff, and
representatives from member agencies and business organizations to discuss water
and related issues with members of the San Diego delegation.
o May 19, 2011 – Roundtable with Congressman Duncan Hunter, 52nd District
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o June 17, 2011 – Roundtable with Assemblymember Toni Atkins, 76th District,
and Assemblymember Brian Jones, 77th District
o Nov. 4, 2011 – Roundtable with Assemblymember Martin Garrick, 74th
District, Assemblymember Diane Harkey, 73rd District, and Assemblymember
Ben Hueso, 79th District
Water Authority directors (along with staff, legislative advocates, and representative
from the City of San Diego) met in Sacramento on May 11, 2011 to brief legislative
leaders and members of the Governor's administration on Water Authority concerns
regarding a Delta fix. Briefings were held with Natural Resources Deputy Secretary
Jerry Meral, Assembly Minority Leader Connie Conway, Senate President Pro Tem
Darrell Steinberg, Assembly Speaker John A. Pérez, Senate Minority Leader Robert
Dutton, and Lois Wolk, Chair, Senate Governance and Finance Committee. In
addition, Senator Joel Anderson, Senator Christine Kehoe, Assemblymember Toni
Atkins, Assemblymember Marty Block, Assemblymember Ben Hueso, and
Assemblymember Brian Jones attended a briefing held for the San Diego delegation.
Directors, staff, and legislative advocates met in 2012 with members of the San Diego
legislative delegation (both in Sacramento and in their district offices), legislative
leadership, Natural Resources Agency officials, and members of the Governor’s staff.
Members of the San Diego legislative delegation also attended tours of the San
Vicente Reservoir dam raise.
4. Federal Appropriations – Review and support efforts to pursue and secure a federal
appropriation of $1.5 million for a desalination facility at Camp Pendleton, $5 million
per year for member agency recycling projects under Title XVI, and appropriations
for other Water Authority projects. (October 2011 – BP #5)
Activities: Per the Committee’s direction, Water Authority legislative advocates in
Washington, D.C. have monitored federal funding opportunities and advocated for
Water Authority and San Diego regional interests. Due to federal budget concerns
and concerns about “earmarking,” efforts to secure federal funding have not yet been
successful.
5. Water Bond – Maintain $100 million in funding for local water supply infrastructure
projects in the Safe, Clean and Reliable Water Supply Act of 2010 and help secure
the bond’s passage. (November 2012 – BP #6)
Activities: The water bond has been rescheduled for the November 2014 ballot. As of
November 2012, it still includes the $100 million for local water supply infrastructure.
6. State Appropriations – Review and support efforts to pursue and secure $115
million in state funding, including water bond funding, to support regional and local
projects and programs: including water recycling, conservation, and seawater
desalination. (January 2015 – BP#7)
Activities: Directors, staff, and legislative advocates continue to seek state funding for
regional and local programs.
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7. WRDA Authorizations – Review and support efforts to pursue and secure federal
Water Resources Development Act authorizations for Water Authority and member
agency projects. (June 2015 – BP #8)
Activities: The Water Authority board adopted a position of Support on HR 2664
(Napolitano) that would reauthorize federal desalination funding. The bill is currently
in the House Committee on Science, Space & Technology and the House Committee
on Natural Resources.
Public Affairs Outreach
1. Business Support – Review, support and participate in efforts to mobilize local
business leaders and groups to provide advocacy or other support to at least two key
Water Authority goals, projects or milestones. (Water Authority goals to be
identified annually.) (Annually – BP #4)
Activities: The LCO Committee Chair, along with other committee chairs and Board
officers, reviewed the development of the Water Talks community forum program.
Forums are now co-hosted by local business groups around the region. Board members
and senior management also made repeated presentations to business and civic groups
around the region to ensure understanding and support for the Water Authority’s MWD
rate challenge.
2. Small-Business Outreach – Adopt a small-business participation percentage target
for fiscal years 2012 and 2013 based on total procurement dollars. (June 2011 – BP
#5) Note: FY 2010-2011 target is 20%, with San Vicente Package 3 accounted for
separately because of the unique size and nature of that contract.
Activities: In March 2012, the LCO Committee approved and recommended to the full
Board a 25 percent small-business participation target, effective fiscal year 2013. The
committee also approved and recommended to the full Board several program
enhancements, including:
• Establishing a sheltered market procurement program for small businesses on
procurements greater than $10,000 up to $150,000.
• Evaluating surety bond requirements on a case-by-case basis, based on risk
exposure.
• Contacting member agencies to determine their interest in a collective smallbusiness clearinghouse registration system.
3. Diversification Strategy Support – Review, support and encourage Board
participation in public outreach activities that achieve or sustain more than 80%
public support for the water supply diversification strategies contained in the
Strategic Plan; support development and implementation of new community outreach
tactics to educate public about supply diversification strategies and related issues,
such as community forums and mobile phone applications. (June 2012 – BP #6)
Activities: LCO Committee members oversaw the development of the 2011 and 2012
public opinion polls. The 2011 poll found 80% of respondents supported water supply
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diversification. The 2012 poll found 57% of respondents supported water supply
diversification.
LCO Committee members and other Board members reviewed the development of the
Water Talks community forum program and participated in five forums in 2011 and
2012. The LCO Committee reviewed the development of the “Water News” smartphone
application in August 2011, and helped promote the application after its launch in
October 2011.
4. Conservation Support – Review, support and encourage Board participation in
communications and community relations activities that support Conservation
programs and help sustain 90 percent or greater public acceptance of water
conservation as an important civic duty; support development and dissemination of
messages that convey the ongoing importance of water conservation amid continuing
investments in water reliability and rising water rates. (June 2012 – BP #7)
Activities: In 2011, the LCO Committee encouraged the promotion and distribution of
the Water Authority’s “A Homeowner’s Guide to a WaterSmart Landscapes,” a hardcopy and online publication that helps show homeowners how to convert their yards into
more water-efficient landscapes that reflect best practices in design, plant choices,
irrigation and maintenance. In 2012, the LCO Committee reviewed several programs and
communication tools, including the San Diego County Garden Friendly Plant Fair
partnership with participating member agencies and The Home Depot, and the Water
Authority’s school education program.
5. Rate Education – Review, support and encourage Board participation in outreach
activities that build 50% or greater public support among business, community
leaders, and other key audiences for Board actions to adopt water rates and charges
necessary to provide water reliability. (December 2012 – BP #9)
Activities: LCO Committee members oversaw the development of the 2011 and 2012
public opinion polls. The 2011 poll found overwhelming support (80%) for the strategy
of water supply reliability through diversification, but the public was increasingly split on
their support for additional rate increases to fund water supply reliability projects. While
the Board adopted rates and charges for 2012 with minimal community opposition in
June 2011, the LCO Committee directed staff to further refine public messages about
rates and the value of water in 2012.
In March 2012, the LCO Committee reviewed a suite of communication tools and
resources employed by the Water Authority, including new fact sheets and social media
tools used to help educate the public about the value of water and to showcase important
water supply and infrastructure projects built over the last decade.
August 2012, the LCO Committee reviewed the findings of the 2012 public opinion poll.
The poll findings showed public support to fund seawater desalination or other water
supply reliability projects had increased compared to 2011. In 2012, 62 percent of
respondents agreed that increases in water rates were necessary to maintain the reliability
of the region’s water supply, while 33 percent felt increased rates to pay for reliability
projects were not necessary and should be stopped. In 2011, 40 percent of residents
6
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agreed additional rate increases were necessary to maintain water reliability while 49
percent disagreed.
6. Water Shortage and Drought Management Outreach – Approve, as needed, water
shortage and drought management marketing and advertising campaigns if Water
Resources determines that water use projections may exceed regional shortage
allocation targets. (June 2014 – BP #12)
Activities: No such programs were needed in 2011 or 2012.
Other Goals
1. Conservation Programming – Recommend to the full Water Authority Board
conservation programs for FY 2012-2013. (June 2011)
Activities: The LCO Committee reviewed the GM’s Recommended Budget for the Public
Outreach and Conservation Department for fiscal years 2012 and 2013 on June 9, 2011; the
budget was approved by the full Board in late June 2011. The department’s budget contained
the resources necessary to implement Board-identified “core” water conservation programs
through the two-year budget period.
2. Conservation Goals – Re-evaluate long-term goals and objectives of conservation
program. (December 2012)
Activities: The LCO Committee Chair and Vice Chairs met in November 2011 to develop a
potential timeline for conducting the re-evaluation in 2012.
The LCO Committee Chair and Vice Chairs hosted a special meeting of the LCO Committee
in March 2012 to receive Board input on a draft set of Water Use Efficiency Policy
Principles. The Chair and Vice Chairs later met to discuss how to incorporate that feedback.
In April 2012, the LCO Committee approved and recommended to the full Board a final set
of Water Use Efficiency Policy Principles to guide future prioritization and development of
water use efficiency programs to help the region meet long-term water efficiency targets.
3. Sponsoring Legislation – Adopt positions on and/or sponsor legislation that affect the
Water Authority’s interests and the attainment of the Water Authority’s Strategic Plan
and Business Plan goals. (Annually)
Activities: The LCO Committee voted on January 27, 2011 to sponsor legislation regarding
water quality standards for fluoride and artificial turf. The artificial turf bill passed the
Legislature, but was vetoed by the Governor. The issue addressed by the fluoride bill now
being handled outside the legislative process. The Water Authority adopted positions on 17
bills in 2011. Sixteen of them are described in the October 19, 2011 Board memo, “Final
Report on 2011 State Legislation and Legislative Positions and Status Report on Federal
Legislation.” At its December 2011 meeting, the LCO Committee voted to sponsor two bills
relating to advanced water purification and recycled water. The two bills were combined into
one bill, AB 2398 (Hueso), which passed the Assembly and was held in the Senate. As of
November 2012, staff is working to develop a new bill that focuses on advanced water
purification and indirect potable reuse in the San Diego region.
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In 2012, the Water Authority took positions on 14 bills, including two federal bills.
4. Legislative Policy Guidelines – Adopt annual Legislative Policy Guidelines that
describe the Board’s policies on legislation, to assist the Water Authority’s staff and
legislative advocates in advocating for the Water Authority on legislation. Add a
summary to each chapter of the Legislative Policy Guidelines that makes the policy
guidelines more useful to board members. (January 2011 – January 2012)
Activities: The LCO Committee and full Board approved 2012 guidelines at the December
2011 Board meeting. The LCO Committee and full Board reviewed draft 2013 guidelines in
October 2012 and are scheduled to consider approving final 2013 guidelines in November
2012. The guidelines contain summaries of the policies in each section as requested by the
LCO committee.
5. Polling Review – Review findings of regular public opinion polling to help develop
recommended changes to outreach and other programs to help achieve Strategic Plan and
Business Plan goals. (April 2011)
Activities: The LCO Committee reviewed the 2011 poll’s general content in January 2011,
and reviewed the findings of the poll in April 2011. The committee directed staff to consider
its findings in the development of future conservation and outreach programs, and requested
staff to continue polling at regular intervals.
The LCO Committee reviewed the 2012 poll’s general content in May 2012, and reviewed
the findings of the poll in August 2012. The committee directed staff to consider its findings
in the development of future conservation and public outreach programs, and requested staff
to continue polling at regular intervals and to re-evaluate polling methods to ensure future
surveys continued to provide relevant and accurate assessments of public opinion on water
issues.
6. SCOOP Metrics – Support SCOOP Committee review of best practices for measuring
success of small-business participation programs; consider adoption of recommendations
from SCOOP Committee review. (December 2012)
Activities: The Board Chair, SCOOP Chair, LCO Committee Chair, E&O Committee Chair,
SCOOP Committee members and other Board members participated in SCOOP meetings in
late 2011 and early 2012 to review potential enhancements to the Water Authority’s smallbusiness participation program. This effort concluded in March 2012, when the LCO
Committee approved and recommended to the full Board a 25 percent small-business
participation target, effective fiscal year 2013. The committee also approved and
recommended to the full Board several program enhancements, including:
• Establishing a sheltered market procurement program for small businesses on
procurements greater than $10,000 up to $150,000.
• Evaluating surety bond requirements on a case-by-case basis, based on risk exposure.
• Contacting member agencies to determine their interest in a collective small-business
clearinghouse registration system.
8
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November 21, 2012
Attention: Legislation, Conservation and Outreach Committee
Adopt Proposed 2013 Legislative Policy Guidelines. (Action)
Purpose
This report presents proposed 2013 Legislative Policy Guidelines to the board for approval and
adoption.
Staff recommendation
Adopt the proposed 2013 Legislative Policy Guidelines.
Alternatives
1. Direct staff to make changes as determined by the board.
2. Do not adopt the proposed 2013 Legislative Policy Guidelines.
Fiscal Impact
No direct fiscal impact.
Background
Previous Action: At its regular meeting on December 8, 2011, the board adopted the 2012
Legislative Policy Guidelines.
The Water Authority maintains a set of legislative policy guidelines to direct staff and legislative
advocates on whether to support or oppose legislation. The board originally approved the Water
Authority’s Legislative Policy Guidelines in December 1993. The guidelines have been reviewed
and updated annually. This report presents staff’s recommendations for the board’s annual
review.
The Government Relations team sought comments on the proposed 2013 Legislative policy
guidelines from the various departments of the Water Authority in September. Staff also asked
the member agency general managers for input at their meeting on October 16, 2012. Staff then
presented a draft version of the Legislative Policy Guidelines to the Legislation, Conservation
and Outreach Committee at its meeting on October 25, 2012 for comments and input. The draft
version is in “strikeout” form, showing changes based on staff and member agency
recommendations, as well as on positions the board adopted on legislation during the 2012
legislative session.
Discussion
This report presents an updated version of the Water Authority’s Legislative Policy Guidelines
for calendar year 2013. Updates, revisions, and added guidelines reflect new legislative positions
and policy principles the board discussed and adopted during 2012, as well as changes
recommended by staff and member agencies.
In the proposed 2013 Legislative Policy Guidelines, staff is recommending updates to the
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Legislation, Conservation and Outreach Committee
November 21, 2012
Page 2 of 2
Imported Water Supply, Bay-Delta, Local Water Resources, Water Use Efficiency, Biological
and Habitat Preservation, Fiscal Policy and Water Rates, Land Use and Water Management
Planning, Climate Change, and Water Bond sections of the guidelines. In February, the Board
adopted a set of principles pertaining to the Bay-Delta that are now included in the 2013
Legislative Policy Guidelines.
The draft proposed Legislative Policy guidelines are attached. Revisions, updates, and
recommended additions are underlined, while deletions are struck through. When the board
adopts the guidelines, staff will incorporate the changes into the final document.
Staff recommends adoption of the proposed 2013 Legislative Policy Guidelines.

Prepared by: Jeffrey A. Volberg, Government Relations Manager
Approved by: Dennis Cushman, Assistant General Manager
Attachment:
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Proposed 2013 Legislative Policy Guidelines

2012 Draft 2013 Legislative Policy Guidelines
Purpose
The San Diego County Water Authority’s legislative policy guidelines reflect
policy positions adopted by the Board of Directors in 20112012. The guidelines provide
direction to staff and the legislative advocates when they evaluate proposed legislation
that may affect the Water Authority, its member agencies, or regional water
management and use. Legislation that meets, or fails to meet, the principles set forth in
the guidelines may be supported or opposed accordingly. The guidelines permit staff and
the Water Authority’s legislative advocates to act in a timely fashion between board
meetings on issues that are clearly within the guidelines. Such actions are then reported to
the board during the next regular monthly board meeting.
Legislation that does not meet the principles set forth in the guidelines or that has
potentially complicated or varied implications will not be acted upon by staff or the
legislative advocates in between board meetings and will instead be presented to the
Board directly for guidance in advance of any position being taken. Additionally, ideas for
new legislation are presented to the Board for action when the Water Authority is seeking
sponsorship of a bill.

Page 135 of 656

1

Table of Contents
Imported Water Supply

3

Bay-Delta

6

Local Water Resources

9

Water Facilities/Facility Improvement

12

Water Use Efficiency

15

Biological and Habitat Preservation

18

Fiscal Policy and Water Rates

20

Right of Way and Property

23

Power Supply

24

Local Autonomy

26

Land Use and Water Management Planning

27

Integrated Regional Water Management Planning

29

Jurisdictional Authority

31

Binational Issues

32

Water Quality Issues

33

California State Reorganization

35

Metropolitan Water District Board of Directors

36

Climate Change

37

Water Bonds

39

Page 136 of 656

2

Imported Water Supply
The Water Authority relies on imported water from the Sacramento-San Joaquin River
Delta and from the Colorado River for a significant portion of its water supply. This
section details the Water Authority’s policies toward legislation that affects the imported
water supply. Policies regarding the Sacramento-San Joaquin River Delta are listed in
the next section entitled “Bay-Delta.”
The Water Authority supports funding and other incentives for ecosystem restoration
and other improvements to the Colorado River that improve water supply and water
supply reliability. The Water Authority also supports a robust and effective means of
transferring water from one part of the state to another as needed, either year by year or
longer term.
The Water Authority supports legislation that requires MWD to treat its member
agencies equitably in proportion to their financial contributions. The Water Authority
supports the repeal of preferential rights at MWD, and supports contractual agreements
with member agencies, under which the member agencies agree to pay an equitable
portion of MWD’s fixed costs of capital development and operations regardless of the
amount of water the member agencies purchase in any particular year.
The Water Authority opposes broad-based user fees and so-called “public goods
charges” that are not tied to specific projects with identified costs that provide specific
benefits. The Water Authority also opposes legislation that would transfer control of the
State Water Project from the state to MWD, the State Water Contractors, the Central
Valley Project Contractors, the State and Federal Water Contractors Authority, or to any
entity comprised of MWD and other water contractors.
It shall be the Water Authority’s policy to support legislation that:
1.

Provides for development of a comprehensive state water plan that balances
California’s competing water needs and results in a reliable and affordable supply
of high-quality water for the San Diego region.

2.

Supports implementation and funding of the California Colorado River Water Use
Plan, including the Lower Colorado River Multi-Species Conservation Program.

3.

Provides funding for Colorado River salinity control projects and other water
quality management efforts.

4.

Encourages and facilitates voluntary water transfers consistent with other Water
Authority policies and agreements.

5.

Provides appropriate protection or mitigation for the environment, groundwater basins,
water-rights holders and third-party impacts within the district transferring water.

6.

Creates a water transfer clearinghouse that serves as a neutral information
resource that focuses on the collection, assembly and dissemination of
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information on water transfers.
7.

Streamlines the permitting and approval process for implementing transfers.

8.

Encourages efficient use of existing facilities to advance voluntary transfers of
water.

9.

Provides that any water transfer between users within counties, watersheds or
other areas of origin shall be deemed not to operate to the injury of any use of
water with a point of diversion that is not located within the same hydrologic area
as the transferor of the water.

10.

Amends the Metropolitan Water District Act to change voting allocation on its
Board of Directors based on a member agency’s total financial contribution to
MWD, and in a manner similar to the voting allocation method of the County
Water Authority Act.

11.

Provides an appropriate level of accountability and cost control over MWD
spending. When time permits, legislation on this issue is to be brought to the
board before any action is taken.

12.

Repeals Section 135 (Preferential Rights) of the Metropolitan Water District Act

13.

Requires MWD to refund or credit to its member agencies revenues collected
from them that result in reserve balances greater than the maximum reserve
levels established pursuant to state legislation.

14.

Requires MWD to enter into take-or-pay contracts with its member agencies to
pay MWD’s fixed costs related to the State Water Project, regardless of whether
a member agency buys water from MWD in any particular year, before MWD
commits to paying for its share of the costs of a Delta conveyance project.

15.

Investigates and provides financial support to projects designed to mitigate
potential negative impacts of climate change on water supply reliability.

16.

Provides for the state to fund and implement the preferred alternative for Salton
Sea Restoration proposed in the final Programmatic Environmental Impact
Report prepared by the Natural Resources Agency.

17.

Revises the Quantification Settlement Agreement mitigation measures for the
Salton Sea to limit the costs imposed on the funding parties to the amount
committed in accordance with the QSA legislation.

It shall be the Water Authority’s policy to oppose legislation that:
1.

Establishes a broad-based user fee that does not support a specific program
activity; any fee must provide a clear nexus to the benefit the fee would provide.

2.

Makes urban water supplies less reliable or substantially increases the cost of
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imported water without also improving the reliability and/or quality of the water.
3.

Adversely affects water management efforts by granting property rights status for
the right to use or receive water and requires compensation for federal actions
that impact users of water from federal projects.

4.

Revises the Central Valley Project Improvement Act to jeopardize the Act’s
environmental integrity, compromise State Water Project supply reliability and/or
limit the ability of urban agencies to transfer and/or bank CVP water for use both
within and outside the CVP service area.

5.

Creates a water transfer clearinghouse that is anything other than a neutral
information resource.

6.

Increases regulatory or procedural impediments to water transfers at the local or
state level.

7.

Imposes additional mitigation costs or obligations for the Salton Sea on the nonstate parties to the Quantification Settlement Agreement.
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BAY-DELTA
Generally, the Water Authority has supported a solution to the conflicts between water
supplies and ecosystems in the Delta that have made water supply less reliable.
However, the Water Authority is also concerned that the solution to Delta conflicts be
cost-effective, and that the water contractors who finance the solution be capable of
financing and maintaining improvements to the Delta. The Water Authority is also
concerned that the costs be shared equitably among beneficiaries of the improvements,
and that MWD member agencies be required to make firm commitments to pay their
share of MWD’s State Water Project contract obligations.
It shall be the Water Authority’s policy to support legislation that:
1) Requires the Delta Stewardship Council or DWR to provide periodic analyses of the
cost of proposed Delta improvements to the Legislature and the public.
2) Provides conveyance and storage facilities that are cost-effective, improve the
reliability and quality of the San Diego region’s water supplies and protect the BayDelta’s ecosystem.
3) Requires water agencies and other entities that contract to pay the costs of
improvements in the Delta to obtain take-or-pay contracts with their member
agencies to pay the fixed costs of the improvements.
4) Implements a long-term, comprehensive solution for the Bay-Delta that:
) Focuses on resolution of conflicts between water management and the environment in the
Bay-Delta.
) Provides reliable water supplies to meet California’s short- and long-term needs.
) Improves the ability to transport water to enhance State Water Project deliveries and
facilitate transfers from north of the Delta to south of the Delta.
) Improves the quality of water delivered by the Metropolitan Water District to San Diego
County.
) Enhances the Bay-Delta’s ecological health, taking into account all factors that have
degraded Bay-Delta habitat and wildlife.
) Encourages cost-effective water use efficiency measures.
) Provides a cost-effective solution when compared with other water supply development
options.
) Equitably allocates costs of the Bay-Delta solution to all those benefiting from
improvements to the Bay-Delta system.
) Provides a firm commitment that the state will pursue water supply reliability and
environmental restoration as co-equal goals.
) Encourages the development of local supplies such as seawater desalination,
groundwater, storage, graywater, rainwater harvesting (e.g., cisterns and rain barrels),
and recycled water (including indirect potable reuse), in order to make water supplies
more reliable, reduce demand on the Bay-Delta, and improve water quality.
) Encourages the development of water transfers that will reduce demand on the Bay-Delta.
) Provides better coordination of Central Valley Project and State Water Project operations.
) Improves Delta levees to control flooding, maintain water supply reliability and reduce
seawater intrusion to protect water quality.
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) Develops adequate and reliable funding for maintenance of Delta levees.

a) Achieves the co-equal goals of water supply reliability and environmental
restoration embodied in the 2009 Delta bill package.
b) Provides deliberative processes that are designed to ensure a meaningful
dialogue with all stakeholders in order to reduce future conflicts and challenges
to implementation of a Bay Delta solution.
c) Provides regulatory certainty and predictable supplies to help meet California’s
water needs in the long-term.
d) Provides a Bay Delta solution that acknowledges, integrates and supports the
development of water resources at the local level including water use
efficiency, seawater and brackish water desalination, groundwater storage and
conjunctive use, and recycled water including direct and indirect potable reuse.
e) Improves the ability of water-users to divert water from the Delta during wet
periods, when impacts on fish and ecosystem are lower and water quality is
higher.
f) Develops a statewide water transfer market that will improve water
management.
g) Improves coordination of Central Valley Project and State Water Project
operations.
h) Restores the Bay-Delta ecosystem to a point where species listed under the
state and federal Endangered Species Acts are no longer threatened or
endangered, taking into account all factors that have degraded Bay-Delta
habitat and wildlife.
i) Ensures a meaningful dialogue with all stakeholders and that ecosystem
restoration issues are addressed in an open and transparent process.
j) Provides a Bay Delta solution and facilities that are cost-effective when
compared with other water supply development options for meeting Southern
California’s water needs.
k) Identifies the total cost of any Bay Delta solution before financing and funding
decisions are made, which must include the cost of facilities, mitigation and
required or negotiated ecosystem restoration.
l) Allocates costs of the Bay-Delta solution to stakeholders in proportion to
benefits they receive.
m) Requires a firm commitment and funding stream by all parties to pay for the
proportional benefits they will receive from a Bay Delta solution, through takeor-pay contracts or the legal equivalent.
n) Conditions financial support on provisions allowing access to any water
conveyance or storage facilities that are included in the Bay Delta solution.
o) Uses public funds to support specific projects and actions with identified costs
that protect and restore the environment and provide broad-based public
benefits.
p) Provides “right-sized” facilities to match firm commitments to pay for the Bay
Delta solution.
q) Provides SWP contractors and their member agencies access to all SWP
facilities to facilitate water transfers.
r) Continues state ownership and operation of the SWP as a public resource.
s) Improves efficiency and transparency of all SWP operations.
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19)5) Authorizes and appropriates the federal share of funding for the long-term BayDelta solution.
20)6) Provides the ongoing state share of funding for the long-term Bay-Delta solution.
21)7) Provides state funding for aquatic toxicity monitoring in the Bay-Delta. Such
legislation should not place a surcharge on water supply exports nor should it
substantively reduce funding for other measures that protect environment and public
health.
It shall be the Water Authority’s policy to oppose legislation that:
1. Imposes water user fees to fund ecosystem restoration and other public purpose, nonwater-supply improvements in the Delta that benefit the public at large.
2. Transfers operational control of the SWP or any of its facilities to MWD, the State
Water Project Contractors, Central Valley Project Contractors, the State and Federal
Contractors Water Agency, any entity comprised of MWD or other water project
contractors, or any other special interest group.
Transfers ownership, operation or control of the State Water Project or any of its
facilities to MWD, the State Water Project Contractors, Central Valley Project
Contractors, the State and Federal Contractors Water Agency or any entity
comprised of MWD or other water project contractors.
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Local Water Resources
In recent years, the Water Authority and its member agencies have made great
progress in diversifying and improving the reliability of the region’s water supply and
developing local water resources, in order to reduce reliance on increasingly unreliable
imported water supplies. This section details the Water Authority’s policies toward
legislation that affects local water resources.
Generally, the Water Authority supports state and federal legislation that provides
funding for the development of local water supplies. The Water Authority supports
legislation that funds, promotes, or facilitates the development of groundwater,
recycling, and seawater desalination facilities. The Water Authority supports legislation
that provides local agencies with regulatory flexibility with respect to local water supplies
that may raise water quality concerns, such as recycled water, potable reuse,
graywater, and storm water runoff.
The Water Authority supports legislation that provides local decision-making authority
for potable reuse, stormwater, conservation, recycling, seawater desalination, and other
alternative sources of water. The Water Authority has been very active in shaping state
laws that promote water conservation, both indoor and landscape.
The Water Authority generally opposes legislation that imposes unreasonable
regulations of local water supplies, or that interferes with the authority of local agencies
to regulate the discharge of contaminants into local water sources. The Water Authority
opposes legislation that restricts the ability of local water agencies to capture and
manage stormwater runoff, or diminishes the water rights of downstream water users
through the capture or management of stormwater runoff upstream.

It shall be the Water Authority’s policy to support legislation that:
1.

Provides funding for conservation, peak management programs, water recycling
(including direct and indirect potable reuse and raw water enhancement),
groundwater recovery and recharge, surface water development and
management projects, including reservoir management, source water protection
and watershed planning studies and facilities that sustain long-term reliable water
resources.

2.

Provides funding for seawater and brackish groundwater desalination studies
and facilities, including concentrate disposal facilities.

3.

Recognizes and supports the development of seawater desalination as a critical
new water supply for the state and especially San Diego County.

4.

Recognizes and supports the development of indirect potable reuse and
approved advanced treated purified water facilities upstream of permitted water
treatment plants as a critical new water supply for the State and especially San
Diego County.
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5.

Encourages seawater desalination facilities to collocate with existing coastal
power stations.

6.

Preserves and protects potential seawater desalination sites and existing coastal
facilities including intake and discharge infrastructure that could be used or
reused by a seawater desalination facility.

7.

Ensures that desalination intake and discharge regulations are science-based,
considering site-specific conditions and recognizing that not all technologies or
mitigation strategies are feasible or cost-effective at every site.

7.8.

Authorizes and facilitates expanded use of local water resources including water
recycling, indirect potable reuse, graywater, and rainwater harvesting (e.g.,
cisterns and rain barrels), and brackish groundwater.

8.9.

Facilitates and encourages the use of rainwater-capture systems (e.g. rain
barrels and cisterns) and alternative water sources (e.g. air conditioner
condensate) for use in irrigation.

9.10. Authorizes local governmental agencies to regulate the discharge of
contaminants to the sewer collection system that may adversely affect water
recycling and reuse.
10.11. Encourages dual plumbing in all new development to enable utilization of
recycled water when available.
11.12. Encourages the use of recycled water in commercial and residential settings.
12.13. Provides financial incentives to assist in the disposal of concentrate, sludge and
other byproducts created in the water treatment process.
13.14. Ensures the Water Authority and its member agencies receive the dry-year water
supply benefits of its investment in local water supply sources.
14.15. Provides for the interchangeability of funding for groundwater and surface water
enhancements to fit best the hydrogeologic attributes of a particular region.
15.16. Provides for watershed planning, watershed signage and protection of source
water, including reservoirs, such as land acquisition around reservoirs, limited
land use and increased buffer areas.
16.17. Promotes uniform regulatory interpretation of state recycled water system
standards.
17.18. Supports beneficial revisions to Appendix J of the California Plumbing Code that
address recycled water systems.
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18.19. Authorizes, promotes, and provides incentives for indirect potable reuse projects.
19.20. Requires regulatory processes to encourage and support the development of
potable reuse as a drinking water supply.
20.21. Provides funding for potable reuse demonstration projects and studies.
21.22. Ensures that decision-making with regard to stormwater management and
recapture is kept at the local or regional level through local water agencies,
stormwater districts, cities, counties, and regional water management groups.
22.23. Recognizes that stormwater management and recapture are important tools in a
diversified water portfolio that can help to achieve improved water quality in local
water supplies, augment water supplies for local water agencies, and promote
landscape conservation from a water runoff perspective.
23.24. Promotes and encourages the use of stormwater management and recapture to
increase local municipal water supplies and improve water quality through lowimpact development.
24.25. Provides incentives for the local or regional use of stormwater management and
recapture.
25.26. Reduces or removes regulatory hurdles that hinder the use of stormwater
management and recapture.
26.27. Encourages land use practices that promote efficient landscape design and
groundwater recharge.
It shall be the Water Authority’s policy to oppose legislation that:
1.

Limits the ability of local governmental agencies to regulate the discharge of
contaminants to the sewer collection system that may adversely affect water
recycling and reuse.

2.

Establishes unreasonable regulatory requirements relative to the safe use of
recycled water.

3.

Contributes to the degradation of source water quality around reservoirs and
groundwater basins.

4.

Restricts the ability of the Water Authority or its member agencies to manage,
store, or distribute water supplies through actions to manage or recapture
stormwater.

5.

Diminishes the water rights or legal historical uses of downstream water users
through actions to manage or recapture stormwater.
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Water Facilities/Facility Improvement
The construction, maintenance, and operation of water facilities is an essential activity
of the Water Authority. This section details the Water Authority’s policies toward
legislation that affects water facilities and facility improvement.
Generally, the Water Authority supports legislation that provides state and federal
funding for water storage, watershed protection, treatment and delivery facilities,
groundwater recharge, canal lining, and other water infrastructure development,
security, maintenance, and rehabilitation. The Water Authority also supports legislation
that prevents the spread of dreissenid mussels and other non-native aquatic species.
The Water Authority supports the protection of habitats and cultural resources
connected with water facilities or water facility improvements.
The Water Authority generally opposes legislation that restricts local control and
discretion over water facilities and facility operations. The Water Authority also generally
opposes legislation that shifts the risks of legal liability from contractors to public
agencies. The Water Authority opposes legislation that restricts the Water Authority
from using its own employees on construction projects, and legislation that interferes
with public agencies’ ability to respond to emergencies that would disrupt water service.
It shall be the Water Authority’s policy to support legislation that:
1.

Funds or otherwise facilitates construction and/or maintenance of public water
storage, watershed areas, and treatment and delivery facilities and facilitates
maintenance and/or enhancement of groundwater recharge spreading areas and
groundwater basin rehabilitation that benefit San Diego County.

2.

Funds or otherwise facilitates the operation and maintenance of canal lining
projects that enhance water supplies.

3.

Provides funding for water infrastructure development, infrastructure security,
and infrastructure rehabilitation and replacement projects that benefit San Diego
County.

4.

Funds enhancements to water treatment and recycling facilities to meet
increased regulations.

5.

Funds improvements to water treatment facilities that allow greater use of State
Project water.

6.

Provides funding for the preservation of cultural resources affected by
construction or operation of water conveyance and storage facilities.

7.

Provides funding for habitat preservation programs that address impacts
resulting from construction or operation of water conveyance and storage
facilities.
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8.

Recognizes water agencies as emergency responders in the event of a sudden,
unexpected occurrence that poses a clear and imminent danger, requiring
immediate action to prevent and mitigate the loss or impairment of life, health,
property or essential public services due to natural disasters (e.g., wildfires,
earthquakes), power outages as well as terrorist and other criminal activities.

9.

Provides funding for projects that enhance security against terrorist acts or other
criminal threats to water operations, facilities, or supplies.

10.

Provides funding for the control or eradication of non-indigenous aquatic species,
including dreissenid mussels.

11.

Authorizes state and federal wildlife agencies to provide assistance to local water
agencies in the control and eradication of non-indigenous aquatic species,
including dreissenid mussels.

12.

Exempts owners and operators of water supply facilities from criminal and civil
liabilities associated with dreissenid mussel infestations if due diligence
requirements are being met.

13.

Provides incentives that encourage the optimization, expansion and cooperative
use of existing surface reservoirs.

14.

Provides funding for projects that improve the security of the facilities and
operations of the Water Authority and its member agencies.

15.

Provides funding to water agencies for the voluntary retrofit of facilities for on-site
generation of chlorine.

16.

Requires mandatory inspections of boats for evidence of potential dreissenid
mussel infestation before allowing boat launching in reservoirs.

It shall be the Water Authority’s policy to oppose legislation that:
1.

Imposes or mandates recreational activities on drinking water reservoirs and
reservoir property where such activities have been determined to be
inappropriate by the reservoirs’ owners and operators.

2.

Impairs the Water Authority’s and/or its member agencies’ ability to provide and
operate the necessary facilities for a safe, reliable and operationally flexible water
storage, treatment and delivery system.

3.

Limits the Water Authority’s and/or its member agencies’ sole jurisdiction over
the planning, design, routing, approval, construction, operation or maintenance of
its or their water facilities.

4.

Shifts the risks of indemnity for damages and defense of claims from contractors
to the Water Authority and/or its member agencies.
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5.

Impairs the Water Authority’s and/or its member agencies’ ability to execute
construction projects using its own employees.

6.

Restricts the Water Authority’s and/or its member agencies’ ability to respond
swiftly and decisively to an emergency that threatens to disrupt water deliveries
or restricts the draining of pipelines or other facilities in emergencies or for
repairs or preventive maintenance.

7.

Authorizes state and federal wildlife agencies to control or eradicate invasive
species in a way that excessively interferes with the operations or water supplies
of local water agencies.
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Water Use Efficiency
The Water Authority has been a statewide leader in sponsoring legislation to improve
water use efficiency. The Water Authority championed statewide requirements for ultralow-flow toilets, high-efficiency clothes washers, water meters, and sponsored
legislation that created a statewide task force on outdoor landscape water use
efficiency. The Water Authority urged the San Diego delegation to the state Legislature
to vote for SBX7-7, which established a statewide goal of a 20 percent reduction in per
capita water use by 2020.
The Water Authority generally supports water saving mechanisms, such as graywater
use, rainwater capture, submetering, plumbing retrofits, and others. The Water Authority
has supported implementation and coordination of Best Management Practices as
defined by the California Urban Water Conservation Council and Demand Management
Measures under the Urban Water Management Planning Act.
The Water Authority generally opposes statewide requirements for conservation-based
water rates that override the rate-setting authority of local boards of directorsagencies.
The Water Authority also opposes the promulgation of conservation practices or
standards that override the authority of local boards of directorsagencies.
It shall be the Water Authority’s policy to support legislation that:
1.

Furthers the statewide goal of a 20 percent reduction in per capita water use by
2020 as set forth in SBX7-7, enacted in November 2009.

2.

Promotes statewide implementation of foundational Best Management Practices
(BMPs) as defined by the California Urban Water Conservation Council
(CUWCC) and Demand Management Measures (DMMs) as defined in the Urban
Water Management Planning Act.

3.

Provides loans and grants to fund incentives for water-conserving devices, or
practices, and demonstration projects and studies.

4.

Ensures accurate and meaningful reporting of implementation of water
conservation measures.

5.

Encourages implementation of effective water management practices for urban
landscape and agricultural irrigation.

6.

Ensures achievement of urban and agricultural water-use efficiency standards
established in the 20 percent by 2020statute.

8.6.

Designates the CUWCC or other entity representing stakeholder interests as
being responsible for developing a framework for determining water agency
compliance with water conservation BMPs. This framework should promote
water agency incentives for BMP compliance and avoid prescriptive regulations.
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9.7.

Encourages the use of graywater for landscape irrigation purposes where it
complies with local health department guidelines and regulations and is costeffective.

10.8. Establishes standards for the utilization of high-efficiency commercial coinoperated and residential clothes washers.
11.9. Requires submetering connections to be built in new construction of multiple
commercial or residential buildings.
12.10. Encourages plumbing fixture retrofit upon real property resale.
13.11. Encourages stakeholders to investigate and develop statewide landscape water
conservation standards and regulations.
14.12. Supports recommendations of the AB 2717 Landscape Taskforce.
15.13. Restricts Property Owner Associations from forbidding the use of California
native plants, or other low water use plants, or artificial turf in well-maintained
landscapes.
16.14. Restricts Property Owner Associations from forbidding retrofits of multiple unit
facilities for the purpose of submetering, if feasible.
17.15. Ensures plumbing codes and standards that facilitate the installation and/or
retrofit of water-saving devices.
18.16. Provides incentives, funding, and other assistance where needed to facilitate
market transformation and gain wider implementation of water-efficient indoor
and outdoor technologies and practicesin meeting the Governor’s goal of
reducing per capita water use statewide by 20 percent by the year 2020.
19.17. Provides incentives, funding, and assistance to water agencies so that they can
comply with AB 1420 (2007) requirements and meet the coverage requirements
for foundational Demand Management Measures in the Urban Water
Management Planning Act.
20.18. Encourages reasonable tracking of water use and improved efficiency in the CII
sector.
It shall be the Water Authority’s policy to oppose legislation that:
1.

Repeals cost-effective efficiency standards for water-using devices.

2.

Prescribes statewide mandatory urban water conservation management
practices that override the authority of the boards of directors of local water
agencies to adopt management practices that are most appropriate for the
specific needs of their water agencies.
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1.

Prescribes mandatory conservation-based rate structures that override the
authority of the boards of directors of local water agencies to set rate structures
according to the specific needs of the water agencies.
2. Mandates regulation of the CII Sector in a manner that is discriminatory, or sets
unachievable Best Management Practices or compliance targets.
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Biological and Habitat Preservation
The Water Authority generally supports the preservation of biological and habitat values
through comprehensive approaches that provide the necessary regulatory certainty for
long lead time water supply projects. The Water Authority also believes that water
storage and conveyance facilities provide inherent long-term habitat values that should
be recognized in the regulatory process.
The Water Authority supports regulatory exemption of emergency activities when the
emergency threatens the continued delivery of safe, clean water. The Water Authority
also supports efforts to provide state and federal funding for habitat conservation efforts
in San Diego County, on the Salton Sea, Colorado River, and at the Bay-Delta.
The Water Authority generally opposes regulations that reduce or limit the use of
existing water rights or supplies, restrict the development of future water supplies, or
interfere with the operation, maintenance, or repair of existing water conveyance and
storage facilities.The Water Authority generally supports legislation that encourages
development of multi-species conservation plans. The Water Authority generally
supports legislation that exempts routine operation, maintenance, and repair of water
conveyance and storage facilities from environmental regulations. The Water Authority
also supports legislation that exempts emergency activities from regulation, when the
emergency threatens the continued delivery of safe, clean water. The Water Authority
supports legislation that provides regulatory certainty and avoids regulatory surprises.
The Water Authority supports legislation that provides state and federal funding for
conservation efforts on the Salton Sea, Colorado River, and the Bay-Delta.
The Water Authority generally opposes legislation that reduces existing water supplies
or interferes with the operation, maintenance, or repair of existing water facilities
through endangered species or habitat conservation regulations.
It shall be the Water Authority’s policy to support legislation that:
1.

Supports development of comprehensive multi-species habitat conservation
plans that anticipate and mitigate project development impacts while preserving
representative ecosystems, rather than individual species.

2.

Exempts operation, maintenance, and repair of water conveyance and storage
facilities from endangered species and other habitat conservation regulations
because they provide beneficial cyclical habitat values to declining species and
foster biological diversity in California.

3.

Provides environmental regulatory certainty for implementation of existing and
proposed long-term water supply programs.

4.

Authorizes federal and state funding to develop and implement regional or
subregional conservation programs, including but not limited to property
acquisition, revegetation programs and watershed plans.

Page 152 of 656

18

5.

Incorporates an emergency exemption for “take” of a listed species listed under
the state or federal Endangered Species Acts when necessary to mitigate or
prevent loss of or damage to life, health, property or essential public services.

6.

Encourages species listings, critical habitat designation and recovery plans
developed pursuant to the state or federal Endangered Species Acts to be
consistent with existing interstate compacts, tribal treaties and other state and
federal agreements.

7.

Provides state and/or federal funding for the restoration of the Salton Sea.

8.

Provides federal and/or state funding to implement actions that address the
ecological and water supply management issues of the Lower Colorado River
from Lee’s Ferry to the southerly international border with Mexico.

9.

Provides federal and/or state funding to implement actions that address the
ecological and water supply management issues of the Sacramento-San Joaquin
River Delta.

9.10. Facilitates implementation of the Conserved Water Transfer Agreement with the
Imperial Irrigation District and other Quantification Settlement Agreement
programs with impacts or potential impacts to species and habitat along the
lower Colorado River and at the Salton Sea.
10.11. Consolidates wetlands regulations to alleviate multi-agency jurisdiction over the
same environmental resource.
11.12. Designates feral pigs as a noxious invasive animal species in the San Diego
region, or authorizes actions, including eradication, to protect the region’s waters
and natural landscapes from damage by feral pigs.
It shall be the Water Authority’s policy to oppose legislation that:
1.

Provides for after-the-fact reduction in quantity or quality of a public water supply
due to new restrictions on the operation or use of water supply facilities unless
funding for alternate sources of water is provided.

2.

Imposes endangered species or habitat conservation requirements that restrict
the operation, maintenance, or repair of public water supply, conveyance,
treatment, or storage facilities.

3.

Imposes a “utility user fee” or “surcharge” on water for the purposes of financing
open space/habitat preservation, restoration, or creation.
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Fiscal Policy and Water Rates
The Water Authority generally supports legislation that improves the Water Authority’s
ability to obtain cost-effective financing for the construction, operation, and maintenance
of public facilities. The Water Authority supports legislation that is consistent with the
Board’s policy principles adopted in 2006, regarding user fees and statewide water
infrastructure funds. The Water Authority supports legislation that promotes local control
over water rates.
The Water Authority generally opposes unfunded federal or state mandates that are not
accompanied by subventions. The Water Authority opposes legislation that reallocates
the Water Authority’s revenues or reserves to statewide purposes. The Water Authority
opposes imposition by the state of a “public goods charge,” or excise tax on water for
statewide purposes. The Water Authority opposes state-imposed user fees on water
imposed by the state unless the fee is restricted to paying for specific projects and
programs with identified costs and clearly identified benefits. The Water Authority
opposes the imposition of a state water user fee to pay the interest or principal on a
statewide water bond. The Water Authority opposes legislation that would interfere with
public agencies’ ability to set their own rates and manage their own finances.
It shall be the Water Authority’s policy to support legislation that:
1.

Requires the federal and state governments to provide subvention to reimburse
local governments for all mandated costs or regulatory actions.

2.

Provides the Water Authority and its member agencies with additional forms of
cost-effective financing for public facilities, including the federal Water
Infrastructure Finance and Innovation Act (WIFIA).

3.

Provides the Water Authority and its member agencies with grant funding for
public facilities.

4.

Is consistent with the policy principles adopted by the Board of Directors on
February 23, 2006, regarding a proposed Water Resources Investment Fund.

5.

Maintains the ability of water agencies to establish water rates locally.

6.

Maximizes the flexibility of water agencies to design rate structures to meet local
water supply goals.

It shall be the Water Authority’s policy to oppose legislation that:
1.

Imposes mandated costs or regulatory constraints on local governments without
providing subventions to reimburse local governments for such costs.

2.

Is inconsistent with the Water Authority’s and its member agencies’ current
investment policies and practices.
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3.

Makes any unilateral reallocation of Water Authority or its member agencies’
revenues by the state unless the state takes compensatory measures to restore
those funds.

4.

Impairs the Water Authority’s or its member agencies’ ability to provide
reasonable service at reasonable costs to member agencies or to charge all
member agencies the same rate for each class of service regardless of delivery
costs.

5.

Pre-empts the Water Authority’s or its member agencies’ ability to impose or
change rate charges, fees or assessments.

6.

Impairs the Water Authority’s or its member agencies’ ability to maintain
reasonable reserve funds and obtain and retain reasonable rates of return on its
reserve accounts.

7.

Imposes additional administrative requirements and/or restricts the Water
Authority’s or its member agencies’ ability to finance public facilities through the
issuance of long-term debt.

8.

Reduces the Water Authority’s or its member agencies’ revenues without giving
the Water Authority and its member agencies a commensurate public benefit that
is clearly identifiable and separate from a general statewide benefit.

9.

Restructures the Water Authority’s or its member agencies’ responsibilities
without also providing the commensurate restructuring of revenues.

10.

Requires the expenditure of Water Authority or member agency funds to
accomplish federal water supply commitments such as may be required in
national treaties.

11.

Weakens the protections afforded the Water Authority or its member agencies
under California’s Proposition 1A (November 2, 2004).

12.

Mandates a specific rate structure for retail water agencies.

13.

Imposes a water user fee on water agencies or water users that does not provide
a commensurate benefit in the local area or region from which the water user fee
is collected.

14.

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.

15.

Imposes a water user fee in order to create a state fund that can be used to
finance undefined future projects and programs.

16.

Allows the state to retain more than five percent of water user fees for
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administrative costs.
17.

Does not restrict the use of water user fees to only the specific purposes for
which they are imposed, without any possibility of diversion to meet other fiscal
needs of the state.

18.

Imposes a “public goods charge” on public water agencies or their ratepayers.

19.

Imposes a fee on water users to repay the principal and interest on a statewide
general obligation bond.

20.

Interferes with the responsibility of a region, operating under an Integrated
Regional Water Management Plan for setting priorities and generating projects to
be paid from any IRWM accounts and grants.

21.

Interferes with the control exercised by the San Diego funding subregion over the
use and expenditure of any water user fee revenues that may be dedicated to the
region.
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Right of Way and Property
The Water Authority generally supports legislation that improves its ability to maintain
and protect its property, rights of way, easements, pipelines, and other facilities. The
Water Authority generally opposes legislation that interferes with or increases the cost
of obtaining, maintaining, and protecting property and rights of way.
It shall be the Water Authority’s policy to support legislation that:
1.

Improves the Water Authority’s and its member agencies’ efforts to maintain and
protect its property, rights of way, easements, pipelines and related facilities and
minimizes liability to the Water Authority.

It shall be the Water Authority’s policy to oppose legislation that:
1.

Impairs the Water Authority’s or its member agencies’ efforts to acquire property
or property interests required for essential capital improvement projects.

2.

Increases the cost of property and right of way acquisition.

3.

Restricts the Water Authority’s or its member agencies’ use of public rights of
way or increases the cost of using public rights of way.

4.

Restricts the transfer of property acquired for purposes of environmental
mitigation or environmental mitigation credits to other public or private entities for
long-term management.
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Power Supply
Electricity for moving water is a major cost to the Water Authority. Generally, the Water
Authority supports legislation that helps to lower the cost of electricity. The Water
Authority has some capacity to generate electricity, so it supports legislation that helps it
to utilize or market the electricity it produces. The Water Authority also supports actions
related to energy creation that will reduce the overall cost of water. The Water
Authority’s goal is to ensure that existing and planned facilities are built and operated in
a manner that is environmentally sensitive, reliable, and energy efficient. This section
outlines the Water Authority’s policies toward legislation that affects renewable energy,
energy consumption, and efficiency and conservation related to existing or planned
facilities.
The Water Authority generally supports legislation that will facilitate the development of
renewable and alternative energy sources. The Water Authority also supports
legislation that will provide funding for projects to increase energy efficiency, reliability,
and reduce peak demands.
The Water Authority generally opposes legislation that would increase the cost of its
power supply. The Water Authority also opposes legislation that would interfere with its
ability to produce electricity, or to buy or sell electrical power or natural gas.
It shall be the Water Authority’s policy to support legislation that:
1.

Provides opportunities for reduced energy rates under tariff schedules for the
Water Authority and its member agencies.

2.

Provides greater flexibility in the utilization of Water Authority and its member
agencies’ facilities for generation and acquisition of electrical power.

3.

Provides the Water Authority and its member agencies with greater flexibility in
the permitting, construction, and operation of its existing and potential in-line
hydroelectric and off-stream pumped-storage projects.

4.

Provides protection to water agencies in San Diego County from energy rate
increases and provides rate relief for member agencies.

5.

Makes SWP power available for all water projects.

6.

Promotes the classification of electricity generated by in-line hydroelectric and
off-stream pumped storage facilities as a clean, environmentally sound and
renewable energy resource.

7.

Provides funding, including state and federal grants, for in-line hydro-electric,
solar, wind, biogas cogeneration and off-stream pumped storage facilities as a
means of reducing greenhouse gas emissions.

Page 158 of 656

24

8.

Promotes the expansion of pumped storage facilities to provide a clean and
environmentally sound energy resource.

9.

Promotes the expansion of in-line hydroelectric energy recovery systems at
treatment facility discharge systems.

10.

Promotes funding for use of renewable energy in the operation of water agency
facilities in San Diego County.

It shall be the Water Authority’s policy to oppose legislation that:
1.

Adversely affects the cost of electricity needed to move water through the
Colorado River Aqueduct or the State Water Project.

2.

Adversely affects the ability of the Water Authority or its member agencies to
own, operate and/or construct work for supplying its member public agencies, or
its own facilities with natural gas and electricity.

3.

Impedes the Water Authority’s or its members agencies’ ability to contract for the
purchase of gas and electricity from the United States, the State of California,
and any other public agency or private entity and sell the gas and electricity to
any public agency or private entity engaged in retail sales of electricity and gas.

4.

Reduces the Water Authority or its member agencies’ ability to maintain high
operational efficiency at all times.

6.5.

Restricts the Water Authority or its member agencies’ ability to expand or
improve infrastructure or facilities.

7.6.

Restricts or caps future energy demands needed for possible expansion of
recycled water and desalination projects.

8.7.

Adversely affects the Water Authority or its member agencies ability to expand
cogeneration or polygeneration at planned or existing facilities.

9.8.

Inhibits the scientific advancement of energy and water efficient/conserving
technologies that may be implemented at Water Authority and member agency
facilities.

9.

Prevents the Water Authority and its member agencies to enhancefrom
enhancing energy reliability and independence for their facilities.

10.

Imposes greenhouse gas reduction obligations on a public water agency for
electricity purchased or produced for the sole purpose of importing, transporting,
or distributing water to its service area
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Local Autonomy
The Water Authority generally opposes legislation that interferes with the Water
Authority’s board of directors’ ability to govern the Water Authority’s affairs or govern
relations with its employees.
It shall be the Water Authority’s policy to oppose legislation that:
1.

Diminishes the power of the Water Authority Board of Directors to govern the
Water Authority’s affairs.

2.

Modifies the committee or board voting structure or member agency board
representation unless such changes have been expressly authorized by the
Water Authority Board of Directors.

3.

Diminishes the power or rights of the Water Authority to govern relations with its
employees.
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Land Use and Water Management Planning
The Water Authority generally supports legislation that coordinates land use planning
with water management planning. The Water Authority also supports legislation that
protects flood plains and water recharge basins.
The Water Authority generally opposes legislation that interferes with the Water
Authority’s ability to forecast demand and plan for water management.
It shall be the Water Authority’s policy to support legislation that:
1.

Promotes enhanced coordination and linkage of general plans and water
management plans.

2.

Recognizes regional efforts to coordinate land use planning and water
management planning in a manner consistent with the goals and objectives
established by regional growth management strategies, affordable housing
mandates and local general plans.

3.

Discourages piecemeal or uncoordinated land use and water management
planning.

4.

Requires that projected population and other demographic factors utilized in
forecasting future water demands in accordance with the Urban Water
Management Planning Act and SB 610 and SB 221, be consistent with the
regional growth management plans and general plans applicable to the territory
within the service area of the supplier.

5.

Allows and funds land exchanges between local public agencies and federal or
state agencies when mutually beneficial to all agencies and enhances water
resources for the region.

6.

Designates public lands that are tributary to drinking source water reservoirs as
wilderness, habitat preserve, open space, or other protected status, provided
such designation does not impede current or reasonable future use of those
water resources.

6.7.

Provides funding for, or otherwise facilitates, development of groundwater
management plans pursuant to AB 3030.

7.8.

Protects floodplains and lands over prime groundwater recharge zones for
stormwater catchment and bioremediation.

It shall be the Water Authority’s policy to oppose legislation that:
1.

Restricts or limits the effectiveness of the Water Authority or its member
agencies in its continuing efforts to meet its obligations under the Regional
Comprehensive Plan and develop demand forecasts based on SANDAG regional
growth forecasts and general plan use information.
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2.
3.

Restricts the Water Authority’s or its member agencies’ ability to utilize a demand
forecasting methodology that is best suited for the region.
Imposes land use designations that preclude the use of such lands for public
water infrastructure determined necessary to ensure a cost-effective, safe and
reliable water supply.
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Integrated Regional Water Management Planning
The Water Authority, along with the City of San Diego and the County of San Diego,
developed the San Diego Integrated Water Management Plan. The Water Authority
generally supports legislation that provides equitable funding for IRWM plans, based on
population, and that allows the regions to set their own priorities for funding. The Water
Authority also supports legislation that allows for binational funding for projects along
the border.
The Water Authority generally opposes legislation that establishes state criteria and
mandate for IRWM plans. The Water Authority also opposes legislation that excludes or
reduces participation by water agencies in local IRWM plans.
It shall be the Water Authority’s policy to support legislation that:
1.

Defines the “San Diego sub-region” and “San Diego county watersheds” as
“those portions of the westward-flowing watersheds of the South Coast
hydrologic region situated within the boundaries of San Diego County.”

2.

Requires the state agencies responsible for preparing the integrated regional
water management grant program guidelines to conduct a comprehensive public
outreach process that ensures stakeholders have an opportunity to provide
adequate input on preparation of the guidelines and that the state agencies
consider and respond to comments received through the outreach process.

3.

Provides for population-based distribution of funds to ensure adequate
distribution of grant funding throughout the state.

4.

Allows for creation of sub-area plans that enhance, but do not duplicate or
replace a larger recognized integrated regional water management plan.

5.

Requires the state to rely on the local process for selection and ranking of
projects included in an approved integrated regional water management plan.

6.

Establishes a task force to provide recommendations to the state on improving
the integrated regional water management planning process in California.

7.

Provides for the use of state grant funds for binational projects where the projects
benefit water supply or water quality in the San Diego region.

It shall be the Water Authority’s policy to oppose legislation that:
1.

Mandates a specific composition and management structure of the regional
water management group that oversees integrated regional water management
planning efforts within a region.

2.

Precludes water wholesalers from serving on a regional water management
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group.
3.

Dilutes public water agency participation on the regional water management
group.
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Jurisdictional Authority
It shall be the Water Authority’s policy to refer all such legislation to the Board of
Directors.
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Binational Issues
The Water Authority generally supports legislation that funds and encourages
cooperative projects that serve the San Diego/Baja California area. The Water Authority
opposes legislation that takes away local control over binational water supply and
infrastructure projects.
It shall be the Water Authority’s policy to support legislation that:
1.

Provides funding for development of Board-approved water supply and
infrastructure projects to serve the San Diego/Baja California region while
protecting local interests.

2.

Encourages enhanced cooperation between entities in San Diego and Baja
California in development of supply and infrastructure projects that will benefit the
entire border region.

It shall be the Water Authority’s policy to oppose legislation that:
1.

Would usurp local control over the financing and construction of water supply and
infrastructure projects in the San Diego/Baja California region.

Page 166 of 656

32

Water Quality Issues
Water quality is a major concern of the Water Authority. The Water Authority generally
supports legislation that assists in providing high-quality water to the San Diego region
through cleanup and remediation of contaminants and protection of water sources.
The Water Authority generally opposes legislation that regulates the conveyance,
storage, and distribution of water supplies under the Clean Water Act.
It shall be the Water Authority’s policy to support legislation that:
1.

Assists in achieving a year-round blend of imported water supplies that achieve
board-adopted water quality objectives from Metropolitan that allows the region
to maximize development of recycled water and reduce financial costs to the
customer due to high levels of total dissolved solids in imported water supplies.

2.

Assures cost-effective remediation and cleanup of contaminants of concern that
have impacted groundwater and surface water.

3.

Provides the necessary funding for research on the occurrence, treatment, health
effects and environmental clean-up related to contamination of drinking water
sources.

4.

Incorporates sound scientific principles in adopting drinking water standards for
drinking water contaminants.

5.

Provides for the protection of source water such as reservoirs and groundwater
basins so that the waters can be beneficially used for consumptive purposes.

6.

Implements and funds the San Diego Regional Water Quality Control Board’s
triennial review of water quality standards.

7.

Exempts the conveyance, storage, or release of water supplies from regulation
as a discharge under the Clean Water Act and other water quality control laws.

8.

Recognizes drinking source water reservoirs as extensively managed, specialpurpose, man-made water bodies different in character than the natural
waterways, rivers, lakes, and coastal waters which are the appropriate focus of
protection under the Clean Water Act and other water quality control laws.

9.

Revises NPDES standards and procedures to facilitate inland discharge of
recycled water.

10.

Establishes quality standards, testing procedures, and treatment processes for
emerging contaminants.

11.

Directs the state’s participation or assistance in water quality issues related to or
threatening the Colorado River water source.
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12.

Provides funding and support for Colorado River salinity control projects and
other water quality management efforts.

13.

Alters the definition of “lead free” to reduce the permissible amount of lead in
fixtures, plumbing, and pipe fittings to be installed for the delivery of drinking
water.

It shall be the Water Authority’s policy to oppose legislation that:
1.

Regulates the conveyance, storage, or release of water supplies as a discharge
under the Clean Water Act and other water quality control laws.
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California State Reorganization
In recent years, there has been considerable discussion of reorganizing the state
government. One proposal that keeps recurring is the elimination of the Colorado River
Board. The board is funded entirely by the California public agencies that take water
from the river, and it is important because it serves as a liaison to other states and the
federal government. The Water Authority generally supports legislation that preserves
the Colorado River Board.
The Water Authority also supports legislation that makes the Regional Water Quality
Control Boards more consistent in their application of state water quality laws. The
Water Authority also supports legislation that allows non-state water contractors to
access the SWP system to convey transferred water.
The Water Authority generally opposes legislation that would eliminate the Colorado
River Board or the regional water quality control boards without creating other bodies
that carry out their functions.
It shall be the Water Authority’s policy to support legislation that:
1.

Preserves the California Colorado River Board.

2.

Ensures the interests of the members of the California Colorado River Board
continue to be addressed in any state government reorganization.

3.

Ensures consistent application of the law by the State Water Resources Control
Board and the nine Regional Water Quality Control boards.

4.

Provides for continued certification by the state of urban water agency
conservation efforts and achievements as reported to the CUWCC by signatories
to the CUWCC Memorandum of Understanding.

5.

Ensures that any reorganization of the State Water Project, including operations
and management, preserves the ability for non-State Water Project contractors to
access the facility for transportation of water to a non-State Water Project
contractor.

It shall be the Water Authority’s policy to oppose legislation that:
1.

Eliminates the California Colorado River Board without providing a comparable
structure or forum that ensures the Water Authority’s interests in the Colorado
River are preserved.

2.

Eliminates the State Water Resources Control Board and/or the nine Regional
Water Quality Control boards without ensuring that the functions and expertise of
the boards is maintained in any reorganized entity.
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Metropolitan Water District Board of Directors
It shall be the Water Authority’s policy to oppose legislation that:
1.

Returns the Metropolitan Water District to its membership structure prior to the
enactment of SB 1885 (Ayala) in 1998.
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Climate Change
Climate The potential effects of climate change is are an important concern in water
management planning. The Water Authority generally supports legislation that
incorporates considerations of climate change into water management planning, as long
as the climate change information is developed and provided by the state. The Water
Authority also supports legislation that allows water agencies to partner with energy
providers to improve energy efficiency in the conveyance and use of water. The Water
Authority supports legislation that encourages innovation in developing responses to
climate change, with maximum control at the local level.
The Water Authority generally opposes legislation that does not allow local control over
responses to climate change. The Water Authority also opposes legislation that
prohibits water agencies from entering into the carbon credits market.
It shall be the Water Authority’s policy to support legislation that:
1.

Incorporates state provided climate change information into statewide, regional, and
local water management planning, and provides funding for projects that assist in
adapting to effects of climate change on the state’s water supply.

2.

Provides financial support to local projects designed to mitigate or adapt to
potential negative impacts of climate change on water supply reliability.

3.

Encourages water agencies to partner with energy providers to help fund water
conservation and other programs that result in reduction of greenhouse gas
emissions and/or provides opportunities and incentives for voluntary
implementation of local water and renewable energy projects that directly or
indirectly reduce greenhouse gas emissions.

4.

Promotes public-private partnerships, encourages innovation, and focuses on
quantifiable performance goals as opposed to top-down, “one size fits all”
mandates.

5.

Promotes continued development and deployment of more sophisticated and
integrated hydrological, water quality, and meteorological water monitoring for
the purpose of assessing water supply conditions resulting from climate change.

6.

Promotes the coordination and integration of local, state and federal climate
change policies and practices to the greatest extent feasible.

7.

Provides incentives, funding, and assistance to water agencies so that they can
comply with AB 32 (2006) requirements.

It shall be the Water Authority’s policy to oppose legislation that:
1.

Requires incorporation of climate change considerations into statewide, regional,
and local water management planning unless climate change information is
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provided by the state.
2.

Imposes top-down, “one size fits all” climate change mandates that fail to
account for hydrological, meteorological, economic, and social variation across
the state and/or that fail to incorporate local and regional planning and
implementation priorities and protocols.

3.

Does not allow water agency participation in the carbon credits market.

Page 172 of 656

38

Water Bonds
The Water Authority generally supports water bond legislation that provides an equitable share
to the San Diego region, focuses on statewide priorities that achieve the coequal goals of
improving water supply reliability and restoring ecosystems in the Delta. The Water Authority
also supports bond legislation that ensures the grant application is not unduly burdensome and
is open and transparent.
However, the Water Authority generally opposes water bond legislation that does not provide
equitable funding for the San Diego region. The Water Authority also opposes water bond
legislation that does not result in real improvements in water supply and water supply reliability
and resolve statewide conflicts over water supply.
It shall be the Water Authority’s policy to support water bond legislation or an
initiative that:
1.

Provides an equitable share of funding to San Diego County, with major funding
categories being divided by county and funded on a per-capita basis to ensure
bond proceeds are distributed throughout the state in proportion to taxpayers’
payments on the bonds.

2.

Focuses on statewide priorities, including restoration of fish and wildlife habitat,
construction of an improved method of conveyance of water through or around
the Delta that provides water supply reliability to Delta water users, promotion of
greater regional and local self-sufficiency, surface storage, and promotion of
water use efficiency.

3.

Provides the states’ share of funding for Bay-Delta conveyance projects.

4.

Provides funding for water infrastructure that resolves conflicts in the state’s
water system and provides long-term benefits to water supply, water supply
reliability, water quality and ecosystem restoration.

5.

Defines the “San Diego sub-region” and “San Diego county watersheds” as
“those portions of the westward-flowing watershed of the South Coast hydrologic
region situated within the boundaries of San Diego County.”

6.

Includes within IRWM funding money that a region may use over time to develop
and refine its plan and to develop institutional structures necessary to establish
and implement the plan.

7.

Gives primary consideration to funding priorities established by local and regional
entities through their IRWM planning process.

8.

Ensures that the application process for funding is not unnecessarily
burdensome and costly, with an emphasis on streamlining the process.

9.

Limits state overhead to no more than five percent of bond funding amounts.
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10.

Places as much emphasis and provides at least as much funding for surface
storage as for groundwater storage.

11.

Funds emergency and carryover storage projects such as the San Vicente dam
raise project.

12.

Consolidates administration of all voter-approved water-related bond funding in
one place, preserves existing expertise within the state bureaucracy to manage
bond funding processes, and provides consistent application and evaluation of
bond funding applications.

It shall be the Water Authority’s policy to oppose water bond legislation or an initiative
that:
1.

Does not provide an equitable share of funding to San Diego County, based on
San Diego County taxpayers’ proportional contribution to repayment of the bond.

2.

Does not provide funding for infrastructure that resolves statewide or regional
conflicts over water supplies.

3.

Does not provide funding that results in net increases in real water supply and
water supply reliability.

3.4.

Commits a significant portion of its funding to projects that do not result in net
increases in real water supply or water supply reliability.
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November 21, 2012
Attention: Legislation, Conservation and Outreach Committee
Sponsorship of two bills in the state Legislature. (Action)
Staff recommendation
Sponsor legislation that:
1. Moves augmentation of raw water supplies with advanced treated purified water and
direct potable reuse to the Health and Safety Code, instead of defining it as a waste in
the Water Code.
2. Requires the California Air Resources Board to develop a program that returns
revenues from the purchase of greenhouse gas emission credits by the Metropolitan
Water District to the member agencies that purchase MWD water.
Alternative
Do not sponsor one or more of the above bills.
Fiscal impact
None through this action.
Background
Previous Board Action: On November 30, 2011, the Water Authority approved sponsorship of a
bill to move augmentation of raw water supplies with advanced treated purified water and direct
potable reuse to the Health and Safety Code, instead of defining it as a waste in the Water Code.
Staff proposes that the Water Authority sponsor the following two bills in the state Legislature in
2013.
Discussion
Advanced treated purified water
In 2010, the Legislature passed SB 918 (Pavley), which was intended to advance the potable
reuse of recycled water. SB 918 requires the California Department of Public Health to adopt
regulations for indirect potable reuse through groundwater recharge and reservoir augmentation
and to form a panel to evaluate public health implications of augmenting raw and treated water
supplies with highly treated recycled water.
Under current law, however, recycled water is classified as a waste under water quality
provisions of the Water Code. This includes very high quality advanced treated purified water.
The classification of recycled water as a waste complicates efforts to develop the potable reuse
of recycled water. The proposed bill would move the augmentation of raw water supplies with
advanced treated purified water from the Water Code, where it is considered a waste, to the
Health and Safety Code, where it would be treated as a resource, which would be regulated by
the Department of Public Health instead of regional water quality control boards.
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Agencies such as the Orange County Water District, West Basin Municipal Water District, and
the Water Replenishment District of Southern California have been providing this level of
treatment to their recycled water for several years in order to use it for direct injection into their
groundwater aquifers. Monitoring of this highly treated, purified water has demonstrated that the
quality of this water is reliably better than the predominant raw surface water supplies in
California.
The City of San Diego has completed a demonstration project that has produced advanced
treated purified water that has 99.99 percent of constituents removed. Originally, the City
proposed to move the advanced treated purified water from the treatment plant at Point Loma to
San Vicente Reservoir for indirect potable reuse. However, the City is now proposing that the
advanced treated purified water be injected directly into the raw water aqueduct, upstream of a
drinking water treatment plant. This “raw water augmentation” would save the City and other
local water suppliers as much as $200 million by avoiding the cost of building a pipeline to San
Vicente Reservoir.
Under existing law, this purified water would be classified as a “discharge of waste,” and the
City would be required to obtain a permit from the San Diego Regional Water Quality Control
Board to discharge the waste into the aqueduct. The City would also be regulated by the
Department of Public Health when the water is treated and distributed as drinking water. Under
the proposed bill, the water would not be classified as a “discharge of waste,” and the sole
regulation would be from the Department of Public Health after the water has been treated to
become drinking water.
Water Authority staff have worked with a variety of organizations, including WateReuse, MWD,
Eastern Municipal Water District, the City of San Diego, and Helix Water District. Among these
organizations, there is a great deal of interest in eventually moving all recycled water out of the
Water Code where it is defined as a waste, into the Health and Safety Code where it could be
defined and regulated as a resource. Last year, the Water Authority co-sponsored AB 2398
(Hueso), which would have accomplished this regulatory shift. AB 2398 contained many of the
provisions in this proposed bill that relate to advanced treated purified water. AB 2398 was held
in a legislative committee and did not pass out of the Legislature. The same coalition of
WateReuse, water agencies, and environmental organizations that worked on AB 2398 last year
intend to reintroduce a similar bill in 2013.
This year, staff recommends that the Water Authority sponsor this bill regarding advanced
treated purified water as a separate, but complementary, bill from the WateReuse effort. As
proposed, the bill applies only to a pilot approach in San Diego County.
Staff recommends that the Water Authority sponsor a bill based on the attached legislative
language.
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California Air Resources Board
In 2006, the California Legislature passed AB 32 (Nuñez), the California Global Warming
Solutions Act. AB 32 required the California Air Resources Board (CARB) to develop a “cap
and trade” system to establish a cap on greenhouse gas emissions and provide a market for
credits to emit greenhouse gases. The CARB has developed a cap and trade program, which
places a cap on the amount of carbon dioxide and other greenhouse gases that may be emitted by
industry in California and issues credits for those emissions. Emitters that do not have sufficient
credits for their emissions must purchase credits from emitters that have excess capacity to emit.
Although the CARB has issued free credits to most public generators of electricity, the agency
has required certain generators and users of electricity to purchase credits. Among these are the
State Water Project and the Metropolitan Water District. MWD is required to purchase credits
for auxiliary power it buys from out of state in order to move water from the Colorado River to
its service territory.
MWD has tried for several years to convince the CARB that it should be issued free credits
because it only uses the power to move water, which is an essential commodity for the people of
Southern California. CARB has consistently refused to issue the free credits. Recently, the
CARB and MWD have reached a tentative agreement that the revenues from MWD’s purchases
of credits will be returned to MWD’s service area to be invested in technologies that will reduce
emissions of greenhouse gases.
Water Authority staff proposes that the Water Authority sponsor a bill that would create a fund
with the permit revenues that could be used by member agencies within the MWD service area to
improve their energy efficiency and thereby reduce their greenhouse gas emissions. The fund
would be modeled on the Carl Moyer Air Quality Standards Attainment Program, which
provides grants to local governments for projects that contribute to the cleanup and prevention of
air pollution. Rather than providing a fund to be controlled by MWD, the fund would provide
benefits back to the water suppliers that will be impacted by the additional costs MWD will face
when it purchases credits.
Staff recommends that the Water Authority sponsor a bill to require the CARB to create a fund
based on the Carl Moyer Program that uses the revenues from MWD’s purchases of greenhouse
gas emission credits to provide funding for member agencies to improve energy efficiency and
reduce greenhouse gas emissions. Staff is still developing language for the bill and will report to
the committee when the bill has been drafted.
Prepared by: Jeffrey A. Volberg, Government Relations Manager
Approved by: Dennis A. Cushman, Assistant General Manager
Attachments:
1. Text of proposed sponsored bill on advanced treated purified water.
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Proposed wording for legislation
Health and Safety Code
The Legislature finds and declares the following:
(a) In February 2009, the State Water Resources Control Board unanimously adopted, as Resolution
No. 2009-0011, an updated water recycling policy, which includes the goal of increasing the use of
recycled water in the state over 2002 levels by at least 1,000,000 acre-feet per year by 2020 and by at
least 2,000,000 acre-feet per year by 2030.
(b) Advanced treated purified water is being used to recharge groundwater aquifers in California
through direct injection of the aquifer.
(c) Full scale advanced treatment facilities, operated in California, have demonstrated the ability of
advanced treated purified water technologies to consistently produce high quality water with 99.99
percent of all constituents removed.
(d) To date, the state’s efforts promoting the advancement of potable reuse has focused on indirect
potable reuse with groundwater recharge or reservoir augmentation.
(e) If the planned introduction of advanced treated purified water upstream of a surface water
treatment plant can be demonstrated to be safe and feasible, it offers a cost-effective new option that
will significantly aid in achieving the state board's recycling goals.
(f) The City of San Diego has completed an Indirect Potable Reuse/Reservoir Augmentation (IPR/RA)
Demonstration Project that has successfully demonstrated the safety and quality of advanced treated
purified water.
(g) The ability to introduce the advanced treated purified water into a raw water aqueduct upstream of
a drinking water treatment plant would allow the water to be delivered cost-effectively without
compromising water quality standards or public health and safety.
(h) Other water agencies in San Diego County are contemplating the introduction of advanced treated
purified water upstream of a surface water treatment plant, if the permitting authority is established.
(i) In San Diego County, the ability to use existing raw water conveyance and storage facilities to move
and store advanced treated purified water could save water suppliers over 200 million dollars.
(j) In San Diego County, use of advanced treated purified water as a raw water supply will improve water
quality in local reservoirs and water supplies.
(k) The San Diego Region discharges over 300 million gallons per day of wastewater to the Pacific Ocean.
Cost-effective potable reuse projects are needed to actively capture and reuse that water.
(l) Upon completing a rigorous review and public process for determining the safety of introducing
advanced treated purified water upstream of a surface water plant, clear authority needs to be
established for the permitting of such a project.
(m) This chapter is not intended to delay, invalidate, or reverse any study or project, or development of
regulations by the department, the state board, or the regional boards regarding the use of recycled
water for indirect potable reuse for groundwater recharge, surface water augmentation, or direct
potable reuse.
California Water Code
13561. For purposes of this chapter, the following terms have the following meanings:
(a) "Department" means the State Department of Public Health.
(b) "Direct potable reuse" means the planned introduction of
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recycled water directly into a public water system, as defined
in Section 116275 of the Health and Safety Code, or into a raw water supply immediately upstream of a
water treatment plant.
(c) "Indirect potable reuse for groundwater recharge" means the planned use of recycled water for
replenishment of a groundwater basin or an aquifer that has been designated as a source of water
supply for a public water system, as defined in Section 116275 of the Health and Safety Code.
(d) "SurfaceReservoir water augmentation" means the planned placement of recycled water into a
surface water reservoir used as a source of domestic drinking water supply.
(e) "Uniform water recycling criteria" has the same meaning as in Section 13521.
(f) “Raw Water Augmentation” means the planned introduction of advanced treated purified water, as
defined by H & S Code Section 116275, into any raw untreated water supply upstream of a potable
water treatment plant permitted by the department.
13561.5. The state board shall enter into an agreement with the department to assist in implementing
this chapter.
13562. (a) (1) On or before December 31, 2013, the department shall adopt uniform water recycling
criteria for indirect potable reuse for groundwater recharge.
(2) (A) Except as provided in subparagraph (C), on or before December 31, 2016, the department shall
develop and adopt uniform water recycling criteria for surface water reservoir augmentation.
(B) Prior to adopting uniform water recycling criteria for surface water reservoir augmentation, the
department shall submit the proposed criteria to the expert panel convened pursuant to subdivision (a)
of Section 13565. The expert panel shall review the proposed criteria and shall adopt a finding as to
whether, in its expert opinion, the proposed criteria would adequately protect public health.
(C) The department shall not adopt uniform water recycling criteria for reservoir augmentation
pursuant to subparagraph (A), unless and until the expert panel adopts a finding that the proposed
criteria would adequately protect public health..
(b) Adoption of uniform water recycling criteria by the department is subject to the requirements of
Chapter 3.5 (commencing with Section 11340) of Part 1 of Division 3 of Title 2 of the Government
Code.
13563. (a) (1) The department shall investigate and report to the Legislature on the feasibility of
developing uniform water recycling drinking water criteria for raw water augmentation.
(2) The department shall complete a public review draft of its report by June 30, 2016. The
department shall provide the public not less than 45 days to review and comment on the public review
draft.
(3) The department shall provide a final report to the Legislature by December 31, 2016. The
department shall make the final report available to the public.
(b) In conducting the investigation pursuant to subdivision (a), the department shall examine all of the
following:
(1) The availability and reliability of recycled water treatment technologies necessary to ensure the
protection of public health.
(2) Multiple barriers and sequential treatment processes that may be appropriate at wastewater and
water treatment facilities.
(3) Available information on health effects.
(4) Mechanisms that should be employed to protect public health if problems are found in recycled
water that is being served to the public as a potable water supply, including, but not limited to, the
failure of treatment systems at the recycled water treatment facility.
(5) Monitoring needed to ensure protection of public health, including, but not limited to, the
identification of appropriate indicator and surrogate constituents.
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(6) Any other scientific or technical issues that may be necessary, including, but not limited to, the
need for additional research.
(c) (1) Notwithstanding Section 10231.5 of the Government Code, the requirement for submitting a
report imposed under paragraph (3) of subdivision (a) is inoperative on December 31, 2020.
(2) A report to be submitted pursuant to paragraph (3) of subdivision (a) shall be submitted in
compliance with Section 9795 of the Government Code.
13563.5. (a) The department, in consultation with the state board, shall report to the Legislature as
part of the annual budget process, in each year from 2011 to 2016, inclusive, on the progress towards
developing and adopting uniform water recycling criteria for surface water reservoir augmentation and
its investigation of the feasibility of developing uniform water recycling drinking water criteria for raw
water augmentation or and direct potable reuse.
(b) (1) A written report submitted pursuant to subdivision (a) shall be submitted in compliance with
Section 9795 of the Government Code.
(2) Pursuant to Section 10231.5 of the Government Code, this section is repealed on January 1, 2017.
13564. In developing uniform recycling criteria for surface water reservoir augmentation, the
department shall consider all of the following:
(a) The final report from the National Water Research Institute Independent Advisory Panel for the
City of San Diego Indirect Potable Reuse/Reservoir Augmentation (IPR/RA) Demonstration Project.
(b) Monitoring results of research and studies regarding surface water reservoir augmentation.
(c) Results of demonstration studies conducted for purposes of approval of projects using surface
water reservoir augmentation.
(d) Epidemiological studies and risk assessments associated with projects using surface water
augmentation.
(e) Applicability of the advanced treatment technologies required for recycled water projects,
including, but not limited to, indirect potable reuse for groundwater recharge projects.
(f) Water quality, limnology, and health risk assessments associated with existing potable water
supplies subject to discharges from municipal wastewater, stormwater, and agricultural runoff.
(g) Recommendations of the State of California Constituents of Emerging Concern Recycled Water
Policy Science Advisory Panel.
(h) State funded research pursuant to Section 79144 and subdivision (b) of Section 79145.
(i) Research and recommendations from the United States Environmental Protection Agency
Guidelines for Water Reuse.
(j) Other relevant research and studies regarding indirect potable reuse of recycled water.
13565. (a) (1) The department shall convene and administer an expert panel for the purposes of
advising the department on public health issues and scientific and technical matters regarding
development of uniform water recycling criteria for indirect potable reuse through surface water
reservoir augmentation and investigation of the feasibility of developing uniform water recycling
drinking water criteria for raw water augmentation or direct potable reuse.
(2) The expert panel shall be comprised, at a minimum, of a toxicologist, an engineer licensed in the
state with at least three years' experience in wastewater treatment, an engineer licensed in the state
with at least three years' experience in treatment of drinking water supplies and knowledge of drinking
water standards, an epidemiologist, a microbiologist, and a chemist.
(3) Members of the expert panel may be reimbursed for reasonable and necessary travel expenses.
(b) (1) The department may appoint an advisory group, task force, or other group, comprised of no
fewer than nine representatives of water and wastewater agencies, local public health officers,
environmental organizations, environmental justice organizations, public health nongovernmental
organizations, and the business community, to advise the department regarding the development of
uniform water recycling drinking water criteria for raw water augmentation or direct potable reuse.
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(2) Environmental, environmental justice, and public health nongovernmental organization
representative members of the advisory group, task force, or other group may be reimbursed for
reasonable and necessary travel expenses.
13566. In performing its investigation of the feasibility of developing the uniform water recycling
drinking water criteria for raw water augmentation or direct potable reuse, the department shall
consider all of the following:
(a) Recommendations from the expert panel appointed pursuant to subdivision (a) of Section 13565.
(b) Recommendations from an advisory group, task force, or other group appointed by the department
pursuant to subdivision (b) of Section 13565.
(c) Regulations and guidelines for these activities from jurisdictions in other states, the federal
government, or other countries.
(d) Research by the state board regarding unregulated pollutants, as developed pursuant to Section 10
of the recycled water policy adopted by state board Resolution No. 2009-0011.
(e) Results of investigations pursuant to Section 13563.
(f) Water quality and health risk assessments associated with existing potable water supplies subject to
discharges from municipal wastewater, stormwater, and agricultural runoff.
13567. An action authorized pursuant to this chapter shall be consistent, to the extent applicable,
with the federal Clean Water Act (33 U.S.C. Sec. 1251 et seq.), the federal Safe Drinking Water
Act (42 U.S.C. Sec. 300f et seq.), this division, and the California Safe Drinking Water Act (Chapter 4
(commencing with Section 116270) of Part 12 of Division 104 of the Health and Safety Code).
13569. The department may accept funds from any source, and may expend these funds, upon
appropriation by the Legislature, for the purposes of this chapter.
13570. As part of a pilot approach in San Diego County, advanced treated purified water used to
augment raw water supplies will be permitted under Health and Safety Code, Section 116550. In San
Diego County, advanced treated purified water used to augment raw water supplies shall not be
designated a waste under California Water Code, Section 13050(d).
13571. The San Diego Regional Water Quality Control Board shall evaluate and consider a finding that
certain raw water reservoirs in San Diego County are waters of the State and are not waters of the
United States. The Regional Board shall consider whether each reservoir stores raw water upstream of a
surface water treatment plant, whether the reservoir is used to store imported water supplies, and
whether there is no downstream discharge from the reservoir to waters of the United States.
Health and Safety Code 116275.
(add these definitions)
“Advanced treated purified water” means water of wastewater origin treated to a tertiary level
followed by treatment at least as effective as membrane filtration, reverse osmosis, advanced oxidation
and disinfection, and including engineered reliability features as approved by the department.
“Raw Water Augmentation” means the introduction of advanced treated purified water into any raw
untreated water supply upstream from a potable water treatment plant permitted by the department.
“Direct Potable Reuse” means the planned introduction of recycled water directly into a the distribution
system of a public water system, as defined by Section 116275 of the Health and Safety Code
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116551. The department shall not issue a permit to a public water system or amend a valid existing
permit for the use of a reservoir as a source of supply that is directly augmented with recycled water, as
defined in subdivision (n) of Section 13050 of the Water Code, or a raw water supply that is augmented
by advanced treated purified water unless the department does all of the following:
(a) Performs an engineering evaluation that evaluates the proposed treatment technology and finds
that the proposed technology will ensure that the recycled water meets or exceeds all applicable
primary and secondary drinking water standards and poses no significant threat to public health.
(b) Holds at least three duly noticed public hearings in the area where the recycled water is proposed to
be used or supplied for human consumption to receive public testimony on that proposed use. The
department shall make available to the public, not less than 10 days prior to the date of the first hearing
held pursuant to this subdivision, the evaluations and findings made pursuant to subdivision (a).
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November 21, 2012
Attention: Legislation, Conservation and Outreach Committee
Amend agreements with Carpi & Clay, Sacramento; Lang, Hansen, O’Malley and Miller;
V. John White Associates; and Carpi, Clay & Smith, Washington, D.C., for legislative
advocacy and government relations services. (Action)
Staff recommendation
Amend the agreements for legislative advocacy services through December 31, 2014, for
a period of 24 additional months, for Carpi & Clay; Lang, Hansen, O’Malley and Miller;
V. John White Associates; and Carpi, Clay & Smith, increasing total funding for the four
agreements by $1,016,256, to an amount not to exceed $2,970,739.
Alternatives
1. Do not amend the current agreements for legislative advocacy services. Funding under the
current agreements will cover services through December 2012.
2. Amend the terms of one or more of the agreements.
Fiscal Impact
If the staff recommendation is approved, the four current agreements for legislative advocacy
services will each be amended for an additional 24 months of service. First year costs (CY 2013)
are estimated at $468,756 for the retainer fees, plus reimbursements for approved expenses.
Costs in the subsequent year will be escalated by the Consumer Price Index – Urban (CPI-U) for
San Diego (all items) for the preceding calendar year, with a maximum percentage increase of 4
percent. Funds are budgeted in the FY 2013 budget to cover these expenses through June 30,
2013. Funding in the following fiscal years will be dependent upon the Board approving funds
for the FY 2014/2015 two-year budget.
Background
The Water Authority currently retains legislative advocacy firms to represent the agency’s
interests in Sacramento and Washington, D.C. The firms and the current fees (exclusive of
reimbursable expenses) of their agreements are as follows:
In Sacramento:
• Carpi & Clay -- $10,434/month
• Lang, Hansen, O’Malley & Miller -- $10,434/month
• V. John White Associates -- $6,260/month
In Washington, D.C.:
• Carpi, Clay & Smith -- $10,434/month
Carpi & Clay has provided legislative advocacy services for the Water Authority in Sacramento
and Washington, D.C. (Carpi, Clay & Smith) since 1984. Lang, Hansen, O’Malley & Miller was
first retained by the Water Authority in 2008, and V. John White Associates in 1997.
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In July 2008, the Water Authority issued a Request for Proposals (RFP) for legislative advocacy
and government relations strategic consulting services in Sacramento, and an RFP for legislative
advocacy services in Washington, D.C. Following a formal competitive bid process, the Board
authorized the General Manager to execute four-year agreements with the firms listed above,
effective January 1, 2009. Individual agreements were executed with each of the four firms to
cover services through December 31, 2012.
Discussion
As the Water Authority prepares for the start of the next legislative session, it is important steps
be taken to ensure the Authority’s legislative advocacy program maintains momentum and
continuity. Carpi & Clay, Lang, Hansen, O’Malley & Miller, V. John White Associates, and
Carpi, Clay & Smith have represented the Water Authority in Sacramento and Washington, D.C.
with a high level of expertise, and each serves an important role in support of the Water
Authority’s legislative efforts. The high level of knowledge each of these firms has of the agency
and its legislative objectives, their track records, and the importance of ensuring continuity in the
Water Authority’s legislative advocacy program are the reasons why staff recommends that
agreements with these firms be extended for two years.
Costs for the amended agreements will continue to include a monthly retainer fee (as listed
above for each firm, escalated annually by the CPI-U for San Diego (all items), up to 4 percent
per annum), plus reimbursement for approved expenses. Each amendment will extend the
contract with the respective firm through December 31, 2014, and may be terminated by the
Water Authority at any time upon delivery of ten days written notice.
Prepared by: Alexandra Schnell, Management Analyst
Approved by: Dennis A. Cushman, Assistant General Manager
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November 21, 2012
Attention: Legislation, Conservation and Outreach Committee
Small Contractor Outreach and Opportunities Program (SCOOP) Quarterly Report
(Information)
Background
The purpose of SCOOP is to maximize small-business participation on Water Authority contracts and
procurements. SCOOP provides small businesses with resources and information through training,
networking, and technical assistance. This report provides a summary of SCOOP program metrics
and activities from July 1, 2012 through September 30, 2012.
Discussion
Outreach Activities
Water Authority representatives participated in 13 events with various organizations and other
government agencies. A highlight of the first quarter included the 2012 Business Opportunity
Conference, an annual outreach event hosted by the San Diego Minority Supplier Development
Council. The forum features matchmaking with small, minority-owned businesses that provide
services and products sought by large, private companies and government agencies. The focus of
the event is on building capacity and sustained growth for small businesses; attendance exceeded
200.
Training
Forty-eight attendees, representing 38 unique firms, attended SCOOP training during the first
quarter of FY 2013. Workshops included: Delivering High Impact Presentations/Interviews Part
2, along with two online courses, “Registering on The Network” and “Doing Business with San
Diego County Water Authority.” Online modules gave 23 individuals the option of accessing
SCOOP training material at their convenience. Online training represented 48 percent of SCOOP
Training attendance this quarter, a 13 percent increase over the 35 percent for FY 2012. The
online course system that hosts SCOOP online training modules had 1,110 page visits during the
quarter, with an average of 370 page views per month. Ratings from the course evaluations
indicated continued high levels of satisfaction with both the classroom and online training
program.
Program Measurements
The Water Authority’s cumulative contract and purchase order awards for the first quarter of fiscal
year 2013 was approximately $24 million. Small businesses received approximately $8 million,
or 34 percent, of total dollars awarded, with approximately $8 million awarded in construction,
$83,000 awarded for professional services, and $317,000 awarded for purchase orders. Minorityand women-owned businesses received approximately $388,000.
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The number of companies receiving contract or purchase order awards during the quarter was 115.
Of those, 45, or 39 percent, were small businesses. Fifteen, or 13 percent, were minority- and
women-owned businesses.
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.
Prepared by: Emily Yanushka, SCOOP Manager
Reviewed by: Jason Foster, Director of Public Outreach and Conservation
Attachment
1. Exhibit A – SCOOP Program Measurements Summary
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EXHIBIT A
SCOOP Measurements Summary
July 1, 2012 – September 30, 2012

A-1. Small Business Measurements for
July 1, 2012 – September 30, 2012
FY 2013 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 2012 Total

Total

Small

%
Small

5,597

2,410

43%

5,769

2,493

43%

43

20

47%

215

105

49%

115

45

39%

377

152

40%

13

8

62%

70

38

54%

$23,749,727

$8,070,601

34%

$13,728,837

26%

Total

Small

% Small

$53,711,295

A-2. Minority/Women-Owned Business Measurements for
July 1, 2012 – September 30, 2012
FY 2013 YTD

FY 2012 Total

Total

M/W

% M/W

Total

M/W

% M/W

5,597

1,555

26%

5,769

1,602

28%

1.

Number of qualified M/W
businesses capable of
bidding on Water Authority
projects

2.

Number of bidders
submitting bids and
proposals for contracts

43

8

19%

215

34

16%

3.

Number of businesses
participating on Water
Authority procurements
(contracts and purchase
orders)

115

15

13%

377

56

15%

4.

Number of contracting
opportunities

13

3

23%

70

11

16%

5.

Amount committed to
minority and women-owned
businesses
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$23,749,727

$387,666

2%

$53,711,295

$1,948,097

4%

November 21, 2012
Attention: Legislation, Conservation and Outreach Committee
Quarterly report on Public Outreach and Conservation activities (Information)
Background
From September 2012 through November 2012, the Public Outreach and Conservation Department
supported Water Authority conservation and outreach 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 Outreach and Conservation staff worked on a variety of projects.
They included communicating to the public the completion of the Lake Hodges Project and
topping out of concrete placement at the San Vicente Dam Raise, helping to manage the public
review period for the proposed Water Purchase Agreement for the Carlsbad Desalination Project,
and completing several fall water conservation programs and workshops. Staff also made
progress on several new water conservation programs and tools that will launch in late 2012 or
early 2013.
Highlights of department activities are listed below.
Media Relations
During the quarter, the Water Authority distributed 12 news releases. The subjects were:
•
•
•
•
•
•
•
•
•
•
•
•

Judge Orders MWD to Begin Producing Documents in First Round of Discovery in
Water Authority Rate Challenge
September 13 Public Meeting on Carlsbad Desalination Agreement Moved to Oct. 2
Water Agencies to Host Garden-Friendly Plant Fairs this Fall
Sept. 20 Public Meeting on Carlsbad Desalination Agreement Postponed
Lake Hodges Project Now Delivering Full Energy Benefits for San Diego Region
Thomas V. Wornham Elected Chair of San Diego County Water Authority Board
Water Authority Releases Proposed Carlsbad Desalination Water Purchase Agreement
San Vicente Dam Reaches New Full Height of 337 Feet
San Diego County Water Authority Shares “Partners in Conservation Award”
Water Authority Board Continues Due Diligence on Proposed Desalination Contract
Rainy Season Offers a Chance to Save Money by Trimming Outdoor Water Use
Two Water Authority Rate Cases Against MWD to Be Coordinated

In addition, staff organized a media event at San Vicente Dam to showcase the dam had reached
its new full height. The event resulted in news coverage by the U-T San Diego, KPBS, and four
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TV stations. Staff also arranged for the San Vicente Dam Raise project manager to appear on a
talk show on a local cable TV station to discuss the project.
Water Use Efficiency Programs
How-To Guides
More than 30 stakeholders representing a variety of interests attended a Water Authority marketing
forum on October 15 to explore co-marketing opportunities for the upcoming water efficiency “how
to” guides and other Water Authority initiatives. Attendees included member agencies,
manufacturers, retailers, contractors, landscape designers and architects, media, regional gardens,
and not-for-profits.
As a follow up, the Water Authority released a survey to forum attendees and other key influencers
to identify partnership opportunities specifically related to their organization that could improve the
content of the guides and improve our ability to promote public awareness and use of the guides.
MWD Programs and Funding
The Water Authority continued to seek increased participation in the limited MWD regional rebate
and incentive programs not impacted by MWD’s invocation of its Rate Structure Integrity
provision. In September, MWD launched its new Water Savings Incentive Program that targets
non-residential customers for water savings. Incentives through this program are available for
agricultural and large landscape efficiency improvements, installation of commercial or industrial
high-efficiency equipment, and industrial process improvements. Staff began working to maximize
the San Diego region’s awareness and participation in this new program.
Staff also managed member agency participation in MWD’s SoCal WaterSmart Program. The
program now provides rebates for both residential and commercial customers. Participation levels
continued to be high for the turf removal component of the program. The turf removal component
provides an incentive of $1 per square foot to replace turf with water efficient landscaping.
WaterSmart Turf Replacement Program
Staff continued to prepare the program for its planned launch before the end of 2012. When
implemented, this grant-funded program will offer customers $1.50 per square for turf that is
replaced with water-efficient landscaping, with a maximum of $3,000 per residential site and $9,000
per commercial, institutional, or public sector site. In October, the Water Authority executed an
agreement with Droplet Technologies to develop the program’s website and an agreement with
WaterWise Consulting to administer the program. The Water Authority also hosted an
implementation planning meeting with member agency staff and the two consultants to discuss
program coordination and marketing strategies.
WaterSmart Field Services
The WaterSmart Field Services Program is assisting SDG&E by including SDG&E’s
complimentary home energy & water savings kits to qualified homeowners who receive a home
water use evaluation through the Water Authority’s WaterSmart Checkup program. The kit includes
faucet aerators and a low-flow showerhead. The distribution is taking place through November and
will resume in early 2013.
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WaterSmart Online Water-Use Calculator
The Water Authority is working with the Alliance for Water Efficiency, a non-profit
organization that serves as a North American advocate for water efficient products and programs,
to customize an online water-use calculator. The customized tool will be able to estimate daily
and annual water use for homes in the San Diego region and identify ways to improve water
efficiency. During the quarter, the Water Authority worked with AWE to finalize web hosting
and maintenance arrangements. The Water Authority will begin testing the calculator in late
2012 and make it available to the public in early 2013.
WaterSmart Landscape Makeover Workshop Series
The second of four planned WaterSmart Landscape Workshop Series kicked off on September 15.
A total of 25 participating customers from 11 member agencies registered for the workshop, which
consists of three classroom sessions (“Toss the Turf,” “Pick Your Plants,” and “Intelligent
Irrigation”) and two one-on-one consultations with professional landscape designers to discuss a
planting plan and an irrigation plan. The workshops provide hands-on technical assistance to
supplement the design guidelines contained in “A Homeowner’s Guide to a WaterSmart
Landscape.” At the conclusion of the program, participants submit copies of their concept plans for
plants and irrigation upgrades and are encouraged to participate in other available water
conservation programs. The final session of this series is scheduled for November 17.
San Diego County Garden Friendly Plant Fairs
The Water Authority, participating member agencies and The Home Depot hosted seven plant
fairs between September 2012 and October 2012 at selected The Home Depot locations
throughout the San Diego region. An estimated 1,600 people attended the events, which provide
a cost-effective method to advance water-efficient landscape market transformation. Staff is
planning additional fairs for spring 2013 and is exploring other regional partnership
opportunities.
Publications and Online Communications
The Water Authority posted regular updates to its @sdcwa Twitter feed and Facebook page. The
department produced two Channel H20 videos. These videos are posted to the Water Authority’s
website and to YouTube. In addition, staff distributed editions of WaterSource and the 20Gallon Challenge e-newsletters. Staff worked with Information Systems staff to hire a
consultant for as-needed support, maintenance, and enhancements for the Water Authority’s
current and future websites, and held an initial meeting with the consultant in November.
Community Relations
Water Authority staff provided presentations to a variety of community groups on issues such as
the MWD rate challenge and seawater desalination. Groups receiving presentations included the
San Diego County Grand Jury, National City Chamber of Commerce, La Prensa, Chula Vista
Chamber of Commerce, Lakeside Chamber of Commerce, Business Leadership Alliance, Old
Town Chamber of Commerce, Fallbrook Rotary, San Ysidro Chamber of Commerce, Oceanside
Chamber of Commerce, San Diego County Apartment Association, Santee Kiwanis, East County
Economic Development Council, San Diego North Economic Development Council and several
member agencies.
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School Education
Staff completed the distribution of an education program reminder postcard to all schools in the
service area. Staff updated the education pages of the Water Authority website with current
program information.
Education staff coordinated with AWWA to host a career day for high school students from The
Monarch School in San Diego. Students heard water agency staff talk about different career
opportunities, and they toured the exhibit hall at the Fall 2012 California-Nevada section
conference at the Town and Country Hotel.
Overall during this period, the Water Authority’s school education programs reached 28 schools,
409 teachers and 10,398 students.
Joint Public Information Council
Staff hosts joint meetings for JPIC and conservation coordinators every other month to provide a
forum for member agency staff to share program information, receive updates on MWD and
Water Authority conservation programs. The October 3 meeting included briefings on the Draft
Water Purchase Agreement for the Carlsbad Desalination Project and the Turf Removal Rebate
and Landscape Makeover Workshop programs and an invitation for member agency
participation in a task force to study how to improve communicating the value of water and
water agency services to the public.
CIP Projects
Emergency Storage Project
On September 21, staff conducted the annual Engineering & Operations Committee tour at San
Vicente Dam and Lake Hodges Pumped Storage Facility. Operations & Maintenance staff hosted
visits to Olivenhain Dam and Lake Hodges Pumped Storage Facility on October 5 for 35
members of the California Lakes Management Society. The San Diego County Grand Jury’s
Environmental and Public Works Committee toured the San Vicente Dam Raise, Olivenhain
Dam and Lake Hodges facility on November 14.
San Vicente Projects
Staff hosted a climate change briefing and tour of the San Vicente Dam Raise for community
leaders on October 19 in partnership with The San Diego Foundation and Scripps Institution of
Oceanography. Staff conducted a tour of the dam raise on November 7 for water recycling and
conservation staff from the Metropolitan Water District of Southern California.
Carlsbad Desalination Project
Staff produced a Channel H2O video announcing the release of the draft Water Purchase
Agreement between the Water Authority and Poseidon Resources. To facilitate public comment
about the draft agreement to the Water Planning Committee, staff assisted in hosting two evening
public meetings. An estimated 130 members of the public attended the October 2 meeting held at
the Water Authority’s headquarters in San Diego, and approximately 160 were in attendance at the
October 10 meeting held in the city of Carlsbad. The Water Planning Committee received more
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than 60 oral comments during the meetings. Staff provided input on public outreach activities that
Poseidon Research would implement if the agreement is approved by the Board of Directors.
Lake Hodges Project
Staff provided a project update to the Del Dios Town Council, informing them that the facility is
fully operational. Staff answered questions from community members relating to reservoir
operations and lake water levels.
Mission Trails to Lake Murray Pipelines 3 & 4 Relining Project
Staff distributed door hangers to project neighbors in Tierrasanta and San Carlos to provide advance
notice of nighttime work during the October 21-30 pipeline shutdown. Staff also responded to
questions and inquiries from the public about the project.
Miramar Hill to Scripps Ranch Pipelines 3 & 4 Relining Project
Staff met with Scripps Nob Hill homeowner association members to review repair plans for the
concrete portions of the entryways to the community.
Nob Hill Improvements Project
Staff introduced the project to the Scripps Ranch Planning Group and committed to return with
more detailed information after completion of preliminary design and before the environmental
impact report is released.
Miramar Pump Station Meter Vault Project
Staff presented a project update to the Scripps Ranch Planning Group.
Prepared by: Donna Nenow, Public Affairs Supervisor
Reviewed by: Jason Foster, Director of Public Outreach and Conservation
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Government Relations Update (Information)
Discussion
This report is an update of the Water Authority’s government relations program.
The Legislature
As a result of the November election, both houses of the state Legislature now have two-thirds
supermajorities from the Democratic party. The Democrats now have the power not only to pass
budgets and taxes without a vote from the minority party, but they can also override a
Governor’s veto, if they remain united.
In the San Diego region, legislative race winners were:
Senate:
39th District: Marty Block (D)
Assembly:
71st District: Brian Jones (R)
75th District: Marie Waldron (R)
76th District: Rocky Chavez (R)
77th District: Brian Maienschein (R)
78th District: Toni Atkins (D)
79th District: Shirley Weber (D)
80th District: Ben Hueso (D)
Ben Hueso, who was named chairman of the Assembly Water, Parks & Wildlife Committee
before the election, is expected to run in a special election for the Senate seat being vacated by
Juan Vargas, who was elected to Congress. Mr. Hueso will be replaced, in turn, by the winner of
a special election for his Assembly seat in the spring.
Ballot Propositions
The results of the election for statewide ballot propositions are as follows:
PASSED - Proposition 30 – Temporary Taxes to Fund Education.
FAILED - Proposition 31 – State Budget.
FAILED - Proposition 32 – Political Contributions by Payroll Deduction.
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FAILED - Proposition 33 – Auto Insurance Premiums based on Driver’s History.
FAILED - Proposition 34 – Abolition of the Death Penalty.
PASSED - Proposition 35 – Penalties for Human Trafficking.
PASSED - Proposition 36 – Amendments to the “Three Strikes” Law.
FAILED - Proposition 37 – Labeling of Genetically Modified Foods.
FAILED - Proposition 38 – Tax to Fund Education and Early Childhood Programs.
PASSED - Proposition 39 – Tax Treatment for Multi-State Businesses.
PASSED - Proposition 40 – State Senate Redistricting Referendum.
Bay-Delta
Several documents associated with the Bay-Delta Conservation Plan were scheduled to be
released for public review this fall. The Draft BDCP was to have been released in September,
but, as of November 13, it has not been released. The Draft EIR/EIS was also to have been
released later in the fall, but it has not been released, either. A definition/example of the
“decision tree” that will determine the ultimate water yield of the Delta project has not been
released. An economic analysis of the cost and benefits to the state and federal water contractors
of a Delta project is being held until the release of the other documents. Staff will report to the
directors as soon as the documents are released.
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 October:
•
•

Provided strategic advice and information regarding the Water Authority’s legislative
interests.
Conferred with the Assembly Speaker and the Senate President pro tem regarding the
Water Authority’s interests.

John White’s activities in October included:
•

Provided strategic advice and information regarding the Water Authority’s legislative
interests.
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Washington, D.C.
President Obama was reelected on November 6. The Republicans retained control of the House
of Representatives, with 233 seats (down from 242). As of November 15, seven races remained
officially undecided. The Democrats retained control of the Senate with 53 seats. Two
independents are “caucusing” with the Democrats.
The winners of the congressional races in San Diego County are:
49th District – Darrell Issa (R)
50th District – Duncan D. Hunter (R)
51st District – Juan Vargas (D)
52nd District – Scott Peters (D) (leading as of November 15)
53rd District – Susan Davis (D)
Senator Dianne Feinstein (D) was reelected.
Congress is expected to reconvene in a “lame duck” session in November and December. The
President and Congress need to raise the debt ceiling to avoid a default on the national debt, and
to pass measures to avoid the “fiscal cliff” of expiring tax cuts and automatic spending cuts.
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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WATER PLANNING COMMITTEE
AGENDA FOR
NOVEMBER 29, 2012

Mitch Dion – Chair
Hershell Price – Vice Chair
Javier Saunders – Vice Chair
Brian Boyle
Michael Hogan
Dennis Lamb
John Linden

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.
4-B
Final report on Water Planning Committee’s Goals for 2011 and 2012.

I.

CONSENT CALENDAR

II.

ACTION/DISCUSSION

III.

INFORMATION

IV

Jim Madaffer
Bud Pocklington
Dennis Sanford
John Simpson
Fern Steiner
Mark Watton
Ken Williams

1.

Water supply and demand conditions.

Lesley Dobalian

2.

Water Resources report.

Ken Weinberg

CLOSED SESSION

Page 196 of 656

V.

ADJOURNMENT

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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Water Planning Committee

Final Report on Water Planning Committee’s Goals for 2011 and 2012
Purpose
The attached final report summarizes activities performed in support of the Water Planning
Committee’s Goals for 2011 and 2012.
Background
The Water Planning Committee is responsible for developing policies relative to long range
water resources planning and local supply development including: the Urban Water Management
Plan, Integrated Regional Water Management Plan, regional and member agency sponsored local
water supply development, water shortage and drought management planning, assisting member
agencies on local projects, annexation, other planning matters, environmental interests of the
Water Authority, and overseeing the implementation of those policies.
Previous Board action: The Board adopted the Water Planning Committee Goals for 2011 and
2012 on March 24, 2011. On July 20, 2011, the Board amended the goals to reflect issues
addressed at the March 31, 2011 Board retreat. The Committee reviewed a progress report on
the Water Planning Committee’s goals at its January 26, 2012 meeting.
Discussion
The attached final report lists the Water Planning Committee Goals for 2011 and 2012 and
provides the activities taken to achieve the goals. The goals were prepared under the direction of
the Water Planning Committee Chair and Vice Chairs.

Prepared by: Ken Weinberg, Director of Water Resources
Reviewed by: Mitchell S. Dion, Chair, Water Planning Committee

Attachment: Final Report on Water Planning Committee’s Goals for 2011 and 2012
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Final Report on Water Planning Committee Goals
Calendar Years 2011 and 2012
Strategic Plan Objectives:
1. Review, provide input and approve the Update to the Water Facilities Master Plan in
conjunction with the 2015 Urban Water Management Plan. (January 2012)
Activities: Work on the 2012 Regional Water Facilities Optimization and Master Plan
Update (Master Plan Update) began in early 2011 following Committee/Board approval
of the consultant contract with CH2MHill to develop and prepare the Master Plan
Update. In August 2011, the Committee/Board also approved the consultant contract with
HCG, LLC for preparation of a Program Environmental Impact Report (EIR) and
Climate Action Plan for the Master Plan Update. At a special meeting of the Water
Planning Committee held on February 9, 2012, the initial findings from the Master Plan
Update were reviewed and the Board requested that a Colorado River Conveyance
alternative be added to the mix of infrastructure alternatives considered in the Master
Plan. Following Board consideration of the Carlsbad Desalination Project, additional
Board workshops are scheduled for January and February 2013 to present the results
from the Master Plan evaluations, the Climate Action Plan and the Program EIR. A
Board workshop is also scheduled for March 2013 in advance of the release of the Draft
Program EIR and Draft Master Plan Update. Board certification of the Program EIR and
adoption of the final Master Plan Update is scheduled for November 2013.
2. Approve agreements and provide direction to staff that either facilitates and/or develops
local seawater and brackish groundwater desalination facilities that will represent ten
percent of the region’s total water supply requirements. (January 2020)
Activities: In June 2011, the Committee approved proposed guiding principles for
member agency purchases of potential Water Authority-owned local water supplies from
the Carlsbad Desalination Project (CDP). With all conditions precedent met in September
2011, based on the Term Sheet approved by the Board in July 2010, negotiations
commenced on a water purchase agreement (WPA) between Poseidon and the Water
Authority. In September 2012, staff released to the Committee, Board and public a draft
WPA for review. Over the past two years, the Committee has reviewed and discussed
elements of the draft WPA and proposed CDP at numerous public meetings. Two
evening community meetings were held by the Committee in October 2012 to provide the
public an additional opportunity to learn about the CDP and draft WPA and provide
comments. In October 2012, the Committee approved a uniform contract for member
agency purchase of treated water from the Water Authority-CDP. Individual contracts
for those agencies purchasing supplies will be developed based on the uniform contract
and presented to the Committee for consideration in 2013. The earliest the Committee
could consider approval of the WPA is at its November 29, 2012, meeting.
3. Approve agreements or direct staff to support efforts of the member agencies, with the
assistance of the Water Authority, that will supply at least six percent of the region’s
total water supply through non-potable reuse. (January 2025)
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Activities: Staff continued to administer existing contracts for local water supply
development and the local investigations and studies assistance (LISA) program that
were previously approved by the Committee/Board. Staff continued work on the
technical assistance contract with Winzler & Kelly that was previously approved by the
Committee in December 2008 and amended in October 2009. Staff also worked with the
member agencies and regulatory agencies to development a general agreement with the
San Diego County Department of Environmental Health on reducing the level of county
oversight for recycled water use sites. As a next step, each member agency will need to
enter into an individual agreement with the county regarding oversight.
Business Plan Goals & Other Related Goals:
Brackish and Seawater Desalination
1. Review and provide input to staff on the Desalinated Water Conveyance and Integration
Study for the Camp Pendleton Seawater Desalination project as part of the update to the
Regional Water Facilities Master Plan. (January 2012)
Activities: Work on the 2012 Regional Water Facilities Optimization and Master Plan
Update began in early 2011, including development of conveyance and integration
strategies for the proposed Camp Pendleton Desalination Project. Board Workshops are
planned for early 2013 to review the findings from the Master Plan Update including the
conveyance/integration alternatives for the proposed Camp Pendleton project.
2. Review, comment and consider approval of a Water Purchase Agreement with Poseidon
for the delivery of water from the Carlsbad Desalination Project to the Water Authority's
aqueduct system. (December 2012)
Activities: With all conditions precedent met in September 2011, based on the Term
Sheet approved by the Board in July 2010, negotiations commenced on a Water Purchase
Agreement (WPA) between Poseidon and the Water Authority. In September 2012, staff
released to the Committee, Board and public the WPA for review. Over the past two
years, the Committee has reviewed and discussed elements of the draft WPA and
proposed Carlsbad Desalination Project (CDP) at numerous public meetings. Two
evening community meetings were held by the Committee in October 2012 to provide the
public an additional opportunity to learn about the CDP and the WPA and provide
comments. The earliest the Committee could consider approval of the WPA is at its
November 29, 2012, meeting.
3. Approve the consultant agreement to conduct hydrogeologic, geotechnical, and
oceanographic studies for the Camp Pendleton Seawater Desalination project. (December
2012)
Activities: In March 2011, the Committee approved a consultant contract with RBF
Consulting for hydrogeologic, geotechnical, marine and oceanographic technical studies
to support further planning for a proposed Camp Pendleton Desalination Project. Also, in
August 2011, the Committee approved a consultant contract with GHD, Inc. for
additional site development studies for the project. The final draft of the findings and
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recommendations from these two efforts are expected to be completed in early 2013 and
will be incorporated into the Master Plan Update.
4. Support activities and develop policies that achieve annual production of 8,000 AF of
water supplies from brackish groundwater desalination.
Activities: With the approval of the 2010 Urban Water Management Plan in June 2011,
the Committee supported continued member agency development of brackish
groundwater desalination. Member agency brackish groundwater desalination is already
approaching 8,000 AF annually.
5. Consider staff recommendations related to the feasibility study of a binational seawater
desalination plant at Rosarito Beach, Baja California, Mexico.
Activities: The Committee assumed responsibility for oversight of the study from the
Imported Water Committee, which in January 2011 authorized the Water Authority to
initiate Phase 2 of the study and to contribute $75,000 for its implementation. The Water
Planning Committee heard a status report on the study in August 2011, including
information on funding contributions that were agreed to from the U.S. section of the
International Boundary and Water Commission ($75,000) and Mexico’s federal water
agency, Comision Nacional del Agua ($250,000). Mexico used these funds in 2012 to
complete a review of pipeline conveyance alternatives that would carry water from the
desalination plant to sites in San Diego County along the U.S. border. Mexico is
planning to complete work relating to environmental permitting for the plant in 2013.
Drought Management
1. Review and comment on a three-year water supply outlook with dry-year supply
estimates for short-term water transfers, groundwater banking, and carryover storage.
(March 2011 and March 2012)
Activities: The Committee reviewed and commented on the three-year water supply
outlook in March 2011, which demonstrated favorable conditions. The Committee
received monthly updates on water supply conditions beginning in October 2011 through
the winter storm season. Due to favorable supply and storage conditions associated with
water year 2011, a three-year supply outlook was not required in 2012. The Committee
will again begin to receive monthly updates on water supply conditions beginning in
November 2012.
2. Approve shortage management actions based on water supply conditions. (April 2011
and April 2012)
Activities: In April 2011, the Committee approved management actions in response to
the end of the drought and termination of supply cutbacks from Metropolitan Water
District. The actions included: discontinue municipal and industrial supply allocations,
suspend Special Agricultural Water Rate cutbacks, declare an end to Drought Response
Levels contained in the Water Authority’s Drought Response Ordinance, and reinforce
importance of continued efficient water use practices. With deactivation of the Water
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Authority’s Water Shortage Drought Response Plan in April 2011 and favorable supply
conditions in water year 2011, Committee approval of shortage management actions was
not required in 2012.
3. Approve updates and modifications to the Metropolitan Water District and Water
Authority water supply allocation programs in 2011 and 2012. (July 2011)
Activities: The Committee approved modifications to the Water Authority’s Water
Shortage Drought Response Plan Allocation Methodology in April 2012. The delay in
meeting the July 2011 Committee goal was due to the Metropolitan Board not approving
adjustments to its Water Supply Allocation Plan (WSAP) until September 2011.
Modifications to the Water Authority’s allocation methodology were based on member
agency input and the adjustments made to MWD’s WSAP. The Committee received an
update on review of the Water Authority’s allocation methodology in January 2012 and
reviewed the proposed modifications in detail at a Committee workshop held in February
2012.
4. Make timely recommendations to the full Board of Directors on modifications to member
agency drought allocations. (Ongoing)
Activities: The Committee received monthly reports on allocation performance through
discontinuance of supply allocations, which was April 2011. No modifications to the
allocation targets were necessary.
Recycled Water
1. Support activities and policies that encourage over 30,000 AF of beneficially reused
recycled water in San Diego County by 2012.
Activities: The Committee supported the regional strategies described below to increase
recycled water use which amounted to more than 27,000 AF in 2011. Staff continued to
administer existing contracts for local water supply development and the local
investigations and studies assistance (LISA) program that were previously approved by
the Committee/Board.
2. Support regional strategies to address regulatory and other constraints to increase
beneficial reuse of recycled water.
Activities: Staff continued work on the technical assistance contract with Winzler &
Kelly that was previously approved by the Committee in December 2008 and amended in
October 2009. This included preparation of guidelines acceptable to the California
Department of Public Health for greywater use, dual plumbed systems, street sweeping,
filling stations and the use of alternative containers for the transport and use of recycled
water. Staff and consultants produced a video promoting indirect potable reuse that was
presented to the committee in December 2011. Staff is also working with member
agencies to reduce the level of county oversight on recycled water use sites.
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The Board approved IRWM (Integrated Regional Water Management) Proposition 84
Planning Grant funding to support the development of Salt and Nutrient Management
Plans throughout the region. Staff worked with member agencies to determine how to
spend the planning grant funding. The city of San Diego, Ramona MWD, Fallbrook
PUD, Rincon del Diablo MWD and Padre Dam MWD all agreed to complete Salt and
Nutrient Management Plans and will receive a portion of the funding
Climate Change and Sustainability
1. Evaluate and recommend changes to the full Board of Directors on water supply planning
and design standards that incorporate impacts of climate change. (June 2011)
Activities: In June 2011, the Committee approved the 2010 Urban Water Management
Plan. Included in the Plan was a scenario planning methodology for evaluating water
supply uncertainty that could result from projected climate change. This included
possible adaptive management approaches that could be implemented if such scenarios
occur.
In December 2010, the Committee approved a contract with CH2MHill to prepare the
Regional Water Facilities Optimization and Master Plan Update. Part of the update
includes a review of facility design standards that may need revision to account for
projected climate change impacts. The extent of these revisions will be evaluated through
the Climate Action Plan (see Environmental Management Goal #1 below), which is being
prepared in conjunction with the Master Plan Update.
2. Determine a range of climate change impacts to water supplies through improved
modeling and regional downscaling techniques to meet the needs for long-term water
resource planning. (June 2012)
Activities: Staff continues to work collaboratively with the Scripps Institution of
Oceanography (SIO) to develop a coupled hydrologic/routing model to evaluate potential
climate change impacts on San Diego streamflow and resulting local surface water
supplies. SIO anticipates completing the ensemble of streamflow model runs by Spring
2013.
Environmental Management
1. AB32 Compliance Strategy – Consider staff recommendation for a Climate Action Plan
and Program EIR to examine greenhouse gas reductions for facility construction and
operations. (June 2011)
Activities: In August 2011, the Committee approved a contract with HCG, LLC to
prepare a Climate Action Plan and Program EIR for the 2012 Regional Water Facilities
Optimization and Master Plan Update. The comprehensive Master Plan Update provides
an ideal mechanism to evaluate greenhouse gas emissions in conjunction with an
assessment of current and future Water Authority construction and operation activities.
The Climate Action Plan and Program EIR are underway, but progress has been slowed
due to higher priority workload on the Carlsbad Desalination Project.
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2. Wetland Banking Agreement – Approve multi-agency agreement to provide banking of
wetland mitigation credits. (December 2011)
Activities: Staff continues to pursue productive, but protracted, discussions with the
U. S. Army Corps of Engineers Solicitor and Regional Water Quality Control Board
(RWQCB) staff on agreement language that allows multiple wetland mitigation sites to
be used for banking. Execution of a workable agreement is a prerequisite to undertaking
planned wetland creation projects in the Tijuana River Valley, along the San Luis Rey
River, and elsewhere in the region. Draft banking agreements for each individual wetland
banking site are being reviewed by Corps Solicitor. Wetland banks will provide the
mitigation necessary for future Water Authority construction and operation activities.
Both the Corps and RWQCB have linked the wetland banking program and
programmatic permit program (see Goal #3 below) into a single regulatory action.
3. Clean Water Act Permits – Approve multi-agency agreement to allow wetland impacts
resulting from ongoing facility operation and maintenance. (June 2012)
Activities: Staff continues to collaboratively work with the U. S. Army Corps of
Engineers, Regional Water Quality Control Board (RWQCB), California Department of
Fish & Game, and Environmental Protection Agency to develop long-term permits for
ongoing and future Water Authority activities in wetlands and “waters of the United
States.” The Corps has established a “Letter of Permission” pre-approval permitting
approach and published a Public Notice in the Federal Register soliciting public
comment. A formal application for programmatic 401 certification has been submitted to
the RWQCB. Because the regulatory agencies have now linked this to Goal #2 above, the
two goals will be combined.
4. Receive periodic updates from staff on the triennial Basin Plan review.
Activities: Staff participated on the Regional Water Quality Control Board’s (RWQCB)
Triennial Review Advisory Committee to establish priorities for the triennial Basin Plan
update. The RWQCB approved priorities in June 2011. Regional Board Tier 1 and 2
items of interest to Water Authority member agencies included Refinements to Water
Contact Recreation Beneficial Uses, Nutrient Objectives in Surface Water, updates to
facilitate Indirect Potable Reuse and work on Salt and Nutrient Management Plans. Staff
will inform and get input from the Committee as these efforts proceed.
5. Provide input and direction to staff in working with RWQCB to remove surface water
reservoirs from the impaired water body listing as a result of the storage of imported
water.
Activities: RWQCB staff has agreed to work with the Water Authority to address the
impaired water body issues. Water Authority staff met with a member agency Technical
Advisory Committee to get input on a regional approach prior to meeting further with the
RWQCB. Staff developed an approach with the member agencies to address the impaired
water body listings and hired a consultant to provide technical assistance to the effort.
Staff will provide updates and get input from the Committee as this effort proceeds.
Page 204 of 656

Infrastructure Planning
1. Review, comment and consider approval of the updated Regional Water Facilities Master
Plan, including review of the energy plan component. (December 2012)
Activities: Work on the 2012 Regional Water Facilities Optimization and Master Plan
Update (Master Plan Update) began in early 2011 following Committee/Board approval
of the consultant contract with CH2MHill to develop and prepare the Master Plan
Update. In August 2011, the Committee/Board also approved the consultant contract with
HCG, LLC for preparation of a Program Environmental Impact Report (EIR) and
Climate Action Plan for the Master Plan Update. At a special meeting of the Water
Planning Committee held on February 9, 2012, the initial findings from the Master Plan
Update were reviewed and the Board requested that a Colorado River Conveyance
alternative be added to the mix of infrastructure alternatives considered in the Master
Plan. Following Board consideration of the Carlsbad Desalination Project, additional
Board workshops are scheduled for January and February 2013 to present the results
from the Master Plan evaluations, the Climate Action Plan and the Program EIR. A
Board workshop is also scheduled for March 2013 in advance of the release of the Draft
Program EIR and Draft Master Plan Update. Board certification of the Program EIR and
adoption of the final Master Plan Update is scheduled for November 2013.
2. Review and provide direction to staff on an operating plan to manage the Water
Authority's combined 170,000 AF of surface and groundwater carryover storage pools.
(December 2012)
Activities: Storage requirements are being evaluated as part of the 2012 Regional Water
Facilities Optimization and Master Plan Update.
Water Resources Planning
1. Consider requests for annexations in a manner consistent with Board adopted polices and
taking into account current water supply constraints. (Ongoing)
Activities: The Committee took action to request Metropolitan Water District set formal
terms and conditions for Otay Water District’s proposed Peaceful Valley Ranch
annexation in August 2011. Metropolitan Water District set its final terms and conditions
for the annexation in December 2011. The Committee granted final approval of the Otay
Water District’s Peaceful Valley Ranch annexation in January 2012.
The Committee took action in October 2012 to establish preliminary informal terms and
conditions, and to request Metropolitan Water District grant conditional approval, for
Valley Center Municipal Water District’s proposed Meadowood annexation. This is the
first of three required approvals by the Committee in order to annex the property to the
Water Authority, Valley Center Municipal Water District, and Metropolitan Water
District.
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2. Approve the 2010 Urban Water Management Plan to comply with California Water Code
Sections 10610-10656. (June 2011)
Activities: In June 2011, the Committee approved the Water Authority’s 2010 Urban
Water Management Plan and submitted it to the State of California in accordance with
California Water Code.
3. Accept the Annual Water Supply Report as required by Water Authority Administrative
Code Section 8.00.050. (June 2012)
Activities: The Committee approved the Water Authority’s 2012 Annual Water Supply
Report for distribution to member agencies, the county of San Diego, and cities within
the county in August 2012.
4. Review, comment and approve the Update to the San Diego Integrated Regional Water
Management (IRWM) Plan to comply with new state requirements. (July 2013)
Activities: The Water Authority issued a Request For Proposals for the IRWM Plan
update in July 2011. In September 2011, the Committee/Board authorized a contract
with RMC Water and Environment, Inc. to assist the San Diego Regional Water
Management Group in preparing the IRWM plan update. Staff has reported to the
Committee twice about the plan update. In January 2012, staff reported on the update
process, which includes six public workgroups, many public workshops and an extensive
public outreach effort, and in March 2012, on the first San Diego IRWM Summit, which
was held to inform stakeholders about the plan update and to get input about priorities for
the plan and challenges faced by the program. Staff will continue to keep the Committee
apprised and get input from the Committee on the IRWM plan update as it continues
toward its Oct. 31, 2013 deadline for completion.
5. Approve Grant Applications that result in the San Diego IRWM Planning Region’s
obtaining its share of Proposition 84 funding as described in the Tri-County Funding
Area (MOU) (approved by the Board in March 2009). (Ongoing)
Activities: In September 2010, the Committee/Board approved an application for a
$1,000,000 planning grant for the Regional Water Management Group. The California
Department of Water Resources (DWR) awarded the funding to the San Diego Region.
The Water Authority entered into an agreement with DWR to receive the grant funding in
November 2011. The planning grant is the primary source of funding for the plan update.
Staff has briefed the Committee twice about the plan update (see #4 above).
In December 2010, the Committee/Board approved an application for a $7,900,000
implementation grant. DWR awarded the funding to the San Diego Region in August
2011. Staff has been working with DWR to complete the final terms of the agreement.
After signing the agreement with DWR, the Water Authority will enter into agreements
with each of the local project sponsors to distribute the funding. Staff expects to return to
the Committee/Board in January 2013 to seek approval of a new $10.3 million
implementation grant application.

Page 206 of 656

November 21, 2012
Attention: Water Planning Committee
Water supply and demand conditions. (Information)
Purpose
To provide a status report on water supply and demand conditions.
Background
Water year 2013 began on October 1, 2012 and will run through September 30, 2013. It follows
a very dry water year 2012, both on the Colorado River Basin and the State Water Project.
Storage in key reservoirs across the State fell below average during water year 2012, after being
filled to capacity over the previous water year 2011, which was a very wet year. Table 1 provides
a summary of statewide runoff and runoff to Lake Powell beginning in 2006, which was the last
wet year before California’s drought began in 2007. Runoff is an important water supply
indicator, particularly for reservoir storage. The table shows that runoff has been highly variable
since 2006, with the majority of the years below average conditions.
Table 1.
Water Year Unregulated Runoff Compared to Average Flows
Region

2006

2007

2008

2009

2010

2011

2012

Statewide Runoff

173%

53%

60%

65%

91%

146%

62%

Inflow to Lake Powell

73%

68%

102%

88%

73%

138%

45%

Looking forward, the supply outlook is uncertain this early in the water year. The National
Weather Service is reporting El Niño Southern Oscillation (ENSO)-neutral conditions over the
winter 2012-2013, which forecasts that there will be neither El Niño nor La Niña conditions
within the next six months. The National Weather Service is also predicting below average
precipitation in the northern half of California through February 2013, with equal chances for
below or above average precipitation in southern California and the Colorado River Basin.
Discussion
State Water Project
The California Department of Water Resources has not yet announced an initial calendar year
2013 State Water Project Table A allocation to the State Water Contractors. The final Table A
allocation in CY 2012 was 65 percent, boosted due to extensive statewide carryover storage
following a wet water year 2011. The CY 2011 final Table A allocation was 80 percent of the
requested amounts.
As of November 19, 2012, the northern Sierra 8-station precipitation index is 7.1 inches, or 105
percent of average. Snowpack is approximately 69 percent of average statewide.
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Table 1 shows storage on November 18th in the Oroville and San Luis reservoirs in 2012 which
is 2.12 million acre-feet (MAF) less than in 2011.
Table 2
Reservoir Storage on November 18 in 2010 and 2011
Oroville
San Luis
Storage
2011
2012
2011
2012
Storage in MAF
2.82
1.78
1.78
0.70
Percent of Capacity
80%
50%
87%
34%
Percent of Average
130%
82%
150%
59%

Colorado River
According to the US Bureau of Reclamation, inflow into Lake Powell in water year 2012 was
just 45 percent of average, placing it as the third lowest on record since 1963. Lake Powell
unregulated inflow has been highly variable since 2005, over which it has averaged a water year
volume of 94 percent of average, with a high in 2011 of 138 percent and a low in 2012 of 45
percent.
Table 3 summarizes reservoir storage levels in water years 2011 and 2012. As shown in the
table, Lake Powell has dropped by about four MAF in 2012 compared with 2011. Even with this
drop, overall reservoir storage in the Colorado River Basin is improved over the persistent
drought conditions from water years 2000 through 2004. Storage at the start of water year 2013
is approximately 34 MAF, which is four MAF more than at the beginning of water year 2005,
when it was approximately 30 MAF.
Table 3. Summary of Colorado River Reservoirs in Water Years 2011 and 2012
Storage
Water Year 2011
Water Year 2012
Lake Mead
Elevation (feet)
1,116
1,116
Volume (MAF)
13.0
13.2
Percent of Capacity
50%
51%
Lake Powell
Elevation (feet)
3,653
3,620
Volume (MAF)
17.6
13.7
Percent of Capacity
72%
55%
Total System Contents
Volume (MAF)
38.5
33.7 MAF
Percent of Capacity
65%
56%
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Metropolitan Water District of Southern California
According to Metropolitan Water District of Southern California (MWD), storage reserves are
projected to reach an historic high of approximately 2.6 MAF, excluding emergency reserves, at
the beginning of calendar year 2013. Storage reserves include surface and groundwater, both inregion and out-of-region. As of November 14, 2012, Diamond Valley Lake was at 727 thousand
acre-feet, or 90 percent of capacity.
Local Supply and Demand Conditions
Hydrologic conditions were below normal in the San Diego region in water year 2012. Table 4
shows precipitation at three San Diego County stations.
Table 4. Local Precipitation in San Diego County
Water Year 2012
Inches
% Normal
7.9
76
24.3
73
20.5
77

Total local reservoir storage including the
Station
Water Authority’s carryover storage on
October 31, 2012 was approximately
Lindbergh Field
274,624 AF, which was about 67,572 AF
Lake Cuyamaca
less than this time last year. Storage
Lake Henshaw
levels reflect increases due to runoff,
along with withdrawals that occurred during this period.

The Water Authority had the following dry-year supplies in storage through October 31, 2012:
• Water Authority local carryover storage: 13,030 AF
• Water Authority Semitropic groundwater storage bank: 16,117 AF
Figure 1 compares the Water Authority member agencies total monthly water use, excluding
recycled water use, from January through October in 2011 and 2012. Cumulatively, the member
agencies total potable water use was approximately 17,700 AF more in 2012 than in 2011, from
January through October.
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Figure 1. Member Agency Total Potable Monthly Water Use
January - October 2011 and 2012
70,000

CY2011

CY20112
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Summary
Following a dry 2012, the supply outlook for water year 2013 is somewhat uncertain this early in
the season. Reservoir storage is below average on the State Water Project, and total system storage
on the Colorado River Basin has decreased by close to five million feet compared with the prior
year. However, MWD’s projected storage reserves are at an historic high level of 2.6 MAF and no
shortages are anticipated from MWD in 2013. Staff will continue to monitor and report on water
supply conditions throughout the upcoming water year.
Prepared by: Lesley Dobalian, Water Resources Specialist
Reviewed by: Ken Weinberg, Director of Water Resources
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Novembeer 21, 2012
Attention:

Water Planning Committee

R
Report
Water Resources
Purpose
This repo
ort includes the
t followin
ng exhibits fo
or October 22012:







Rainfall
R
totals for the mon
nth and Watter Year 2013 to date
Deliveries
D
to Member Ag
gencies (Exh
hibit A)
Water
W
Use by
y Member Agencies
A
(Exh
hibit B)
Storage Availlable to Mem
mber Agenciies (Exhibit C)
Firm Water Deliveries
D
to Member Ag
gencies (Exhhibit D)
W
Autho
ority Membeer Agency O
Operations (E
Exhibit E)
Summary of Water

RA
AINFALL T
TOTALS (iinches)

Octo
ober 2012

W
WATER YE
EAR 2013
(October 20012 through
h Septembeer 2013)

Sta
ation

Actual

Norm
mal

Acctual

N
Normal

D
Departure

%
Normal

Lindberrgh Field
(N.O.A.A.)

0.70

0.57

00.70

0.57

0.13

123

Lake Cu
uyamaca
(Helix
x W.D.)

1.02

1.88

11.02

1.88

(0.86)

54

Lake Henshaw
H
(Vistaa I.D.)

0.26

1.09

00.26

1.09

0.83

24

Sources: National Weeather Servicce, Helix Waater District, V
Vista Irrigatiion District.
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EXHIBIT A

MONTHLY WATER RESOURCES REPORT
Water Deliveries to Member Agencies
(acre-feet)

OCTOBER 2012
October
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 South Coast Water District
Deliveries From SDCWA Storage 2
1

2012
1,614.4
101.3
2,208.4
1,242.8
2,971.8
352.0
2,300.2
1,878.2
2,871.4
1,088.1
4.0
2,014.0
2,287.9
603.4
626.6
15,206.8
48.6
271.9
0.1
1,617.4
2,857.9
1,674.0
254.2
44,095.4
762.1
43,333.3
61.4
2,979.8

12 Months Ended October
2011
1,473.0
87.3
1,514.5
814.6
1,444.3
337.0
147.2
2,024.5
1,740.0
2,756.1
1,088.4
3.2
1,705.3
1,931.2
671.7
573.4
16,608.4
266.2
560.4
771.6
1,390.6
2,694.2
1,375.7
123.3
42,102.1
493.3
41,608.8
65.6
745.9

2012
16,297.5
1,097.3
19,786.1
12,639.6
24,085.1
3,390.5
1,175.9
24,205.4
19,692.8
30,786.8
11,525.3
49.2
11,785.2
21,492.8
6,589.4
6,225.9
169,313.3
2,199.5
5,137.2
3,667.4
16,741.9
28,174.4
15,099.4
1,553.4
452,711.3
6,608.9
446,102.4
648.8
11,693.1

2011
15,987.3
1,109.0
13,264.8
11,595.0
22,070.8
3,390.6
1,760.0
22,722.9
19,166.1
30,363.3
11,489.8
45.4
10,507.6
19,221.8
6,270.2
5,946.7
173,129.3
2,258.0
4,854.7
7,563.6
15,774.7
26,174.2
12,405.2
1,278.7
438,349.7
6,052.5
432,297.2
801.5
21,074.3

October 2012 carryover storage account deliveries include 762.1 AF to San Diego accounts. 2 Deliveries from storage
accounts include 475.7 AF and 2,504.1 AF sold to San Diego from L. Otay storage and El Capitan storage accounts,
respectively.
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EXHIBIT B

MONTHLY WATER RESOURCES REPORT
Estimated Water Use by Member Agency
(acre-feet)

OCTOBER 2012
Imported
Source

Local
Sources

S.D.C.W.A.
AGENCY

Surface
Water

1,478.4

1,419.0

-

-

-

-

460.0

101.3

87.3

-

-

-

-

6.2

Escondido, City of

2,081.8

1,393.9

Fallbrook P.U.D.1

1,281.5

1,085.7

-

Helix W.D.

3,074.4

1,544.4

26.3

352.0

337.1

Lakeside W.D.
National City, City of

2

2011

117.8

-

644.3
1,401.7

2011

2012

2011

2012

2011

376.6

1,938.4

1,795.6

3.6

107.5

90.9

-

-

43.3

35.8

2,242.9

2,074.0

12.1

12.5

78.1

47.7

1,371.7

1,145.9

11.2

11.4

-

-

3,111.9

2,957.5

-

37.1

26.4

-

-

389.1

363.5

13.4

142.9

71.8

256.1

247.4

-

-

512.2

462.1

Oceanside, City of 2

2,300.2

2,024.5

-

-

301.8

365.5

15.0

16.0

2,617.0

2,406.0

Olivenhain M.W.D.

1,878.2

1,740.0

-

-

-

-

297.9

286.9

2,176.1

2,026.9

Otay W.D.

2,871.4

2,756.1

-

-

-

-

448.9

404.6

3,320.3

3,160.7

Padre Dam M.W.D.

1,097.7

1,080.0

-

-

-

-

118.7

81.7

1,216.4

1,161.7

110.0

106.0

Pendleton M.R.

3

242.7

2012

Reclaimed
Water

2011

Carlsbad M.W.D.

65.4

68.8

-

-

Poway, City of 4

1,071.9

1,044.0

8.8

2.7

-

-

Rainbow M.W.D.

2,234.9

1,966.2

-

-

-

-

Ramona M.W.D.

570.4

582.5

-

-

-

-

Rincon Del Diablo M.W.D.
San Diego, City of
San Dieguito W.D.

626.6

573.4

15,545.9

15,902.7

2,260.3

-

504.7

-

550.0

64.4

563.0

141.3

725.4

737.8

-

1,080.7

1,046.7

-

-

2,234.9

1,966.2

58.3

75.8

628.7

658.3

-

333.1

245.1

959.7

818.5

775.0

774.5

18,645.6

17,323.2

48.6

266.2

577.4

291.6

-

-

63.0

52.2

689.0

610.0

273.4

560.3

544.0

367.0

-

-

47.1

40.1

864.5

967.4

South Bay I.D.2

59.1

749.5

1,073.3

376.5

-

-

1,331.8

1,327.8

Vallecitos W.D.

1,621.4

1,432.5

-

-

-

-

-

-

1,621.4

1,432.5

Valley Center M.W.D.

2,857.9

2,694.2

-

-

-

-

30.0

31.6

2,887.9

2,725.8

Vista I.D.

1,671.3

1,375.7

95.3

-

-

1,766.6

1,697.0

254.2

123.3

-

-

382.1

288.9

43,431.3

40,950.2

52,821.8

49,244.9

Santa Fe I.D.

Yuima M.W.D.
TOTAL USE
PERCENT CHANGE
1

6%

4,945.9
24%

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

4

Groundwater

2012

Del Mar, City of

2012

October
Totals

Poway recycled use is reported quarterly.
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321.3
3,981.6

199.4

-

201.8

-

127.9

165.6

1,560.0

1,734.9

-10%

2,884.6
12%

2,578.2

7%

EXHIBIT C

MONTHLY WATER RESOURCES REPORT
Reservoir Storage
(acre-feet)

OCTOBER 2012
Member Agency

Reservoir

Carlsbad M.W.D.

OCTOBER 2012

% of
Capacity

OCTOBER 2011

% of
Capacity

Change
During Month

600

219

37%

237

40%

119

Dixon

2,606

2,413

93%

2,339

90%

94

Wohlford

6,506
9,112

2,264
4,677

35%
51%

2,090
4,429

32%
49%

54
148

Fallbrook P.U.D.

Red Mountain

1,335

545

41%

553

41%

(107)

Helix W.D.

Cuyamaca

8,195

579

7%

666

8%

(48)

9,790
17,985

6,341
6,920

65%
38%

8,961
9,626

92%
54%

(86)
(133)

3,330

3,102

93%

2,958

89%

836

625

218

35%

164

26%

18

Morro Hill

465
1,090

0
218

0%
20%

1
165

0%
15%

18

Ramona

12,000

2,688

22%

2,845

24%

-

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

34,806

19,325

56%

29,101

84%

112,807

65,470

58%

74,476

66%

Hodges

30,251

11,472

38%

23,258

77%

Lower Otay

El Capitan

(954)
1
(2,413)

49,849

35,031

70%

35,196

71%

(883)

Miramar

6,682

4,264

64%

5,563

83%

(1,038)

Morena

50,694

10,614

21%

11,780

23%

(659)

Murray

4,684

3,527

75%

4,114

88%

San Vicente

89,312

36,724

41%

36,803

41%

1,445

Sutherland

29,508
408,593

3,192
189,619

11%
46%

15,857
236,146

54%
58%

(1,742)
(7,050)

Subtotal

(806)

San Dieguito WD/Santa Fe ID

San Dieguito

883

542

61%

542

61%

(240)

Sweetwater Authority

Loveland

25,400

17,402

69%

24,829

98%

(173)

Sweetwater

28,079
53,479

9,757
27,159

35%
51%

11,252
36,081

40%
67%

(1,664)
(1,837)

Subtotal
Valley Center M.W.D.
Vista I.D. 3

Turner
Henshaw

MEMBER AGENCY TOTAL
WATER IN STORAGE

SDCWA Accounts (city
evap/seepage losses estimated)

1,612

1,475

92%

1,475

92%

-

51,774

2,642

5%

6,962

13%

192

561,793

239,807

43%

302,019

54%

El Capitan
Hodges/Olivenhain
Lower Otay
San Vicente
Sweetwater

5,151
21,145
5,913
1,967
0
34,176

Subtotal
TOTAL WATER
IN STORAGE

8,295
19,228
5,937
3,574
3,103
40,137

(8,054)
(2,584)
(679)
126
(9)
(3,146)

561,793

273,982

49%

342,156

61%

(11,199)

44,264
800,000
3,537,600

36,885
734,582
1,826,464

83%
92%
52%

36,144
765,322
2,895,802

82%
96%
82%

(1,126)
(3,184)
(150,707)

4,381,864

2,597,931

59%

3,697,268

84%

(155,017)

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
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EXHIBIT D

MONTHLY WATER RESOURCES REPORT
Tier 1 Estimated Deliveries to Member Agencies
(Figures in acre-feet)

CY 2012 through October 2012
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.C.B./South Coast W.D.
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

CY2012 Tier 1
Threshold 1
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

Deliveries to CWA storage year to date 3
Deliveries from CWA storage year to date 4
Estimated Tier 1 deliveries calendar year to date
1

CYTD Firm
Deliveries 2
14,277.0
976.1
16,716.0
9,581.1
19,809.7
2,967.9
21,431.5
17,552.6
26,919.4
9,681.1
537.7
10,604.1
16,504.6
4,403.2
5,416.3
142,971.9
1,722.0
4,589.4
2,808.5
14,396.7
17,931.7
13,373.0
90.5
375,262.0
(139,750.0)
5,484.6
(8,693.8)
232,302.8

Tier 1 threshold is equal to all firm deliveries up to 90% of a member agency's historic maximum year firm demand
Firm deliveries are net of IAWP certifications received.
3
Includes forced deliveries and deliveries made through temporary carryover storage agreements.
4
Includes sales from Water Authority storage accounts.
2
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% of Tier 1
Threshold
77.8%
69.3%
70.5%
76.2%
51.6%
62.9%
74.3%
90.7%
83.7%
67.6%
47.1%
78.1%
70.0%
54.4%
74.1%
66.4%
36.7%
58.1%
21.4%
98.3%
68.3%
76.1%
96.3%
68.6%

42.4%

EXHIBIT E

MONTHLY WATER RESOURCES REPORT
Summary of Water Authority Member Agency Operations
OCTOBER 2012

Member Agency Deliveries (AF)
43,333

October

2012

41,609

2011
446,102

2012

Previous
12 Months

2011

0

100,000

200,000

432,297
300,000

400,000

500,000

600,000

Member Agency Water Use
Local
Surface
9%

Imported
82%

Surface
11%

Imported
81%

Well &
Brackish
Recovery
3%

Well &
Brackish
Recovery
3%

Recycled
5%

Recycled
6%

OCTOBER 2012

Previous 12 Months

Member Agency Storage (AF)
400,000
350,000
300,000
302,019

250,000
200,000

310,083
280,724

239,807

150,000
100,000

2012

2011

2012

2011

50,000
0

October
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12 Month Average

700,000

IMPORTED WATER COMMITTEE
AGENDA FOR
NOVEMBER 29, 2012

Mark Watton – Chair
Gary Arant – Vice Chair
Yen Tu – Vice Chair
David Barnum
Jim Bond
Brian Brady
Bill Knutson

Keith Lewinger
John Linden
Jim Madaffer
Ron Morrison
Fern Steiner
Mark Weston
Barbara Wight
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 Introduction of Tanya Trujillo, Executive Director of the Colorado River
Board.
4-B
Directors’ comments.
4-C
Final report on Imported Water Committee’s Goals for 2011 and 2012.

I.

CONSENT CALENDAR

II.

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

MWD
Delegates

1-B

Amy Chen

Metropolitan Water District’s Purchase Order History.
(Information)

2.

III.

IV.

Colorado River Programs.
2-A
Colorado River Board representative’s report.
(supplemental materials) (Information)

Bill Knutson

INFORMATION
1.

Colorado River Basin Water Supply and Demand study.

Halla Razak

2.

Minute 319: A Binational Agreement for Managing Colorado River
Resources.

Halla Razak

3.

Metropolitan Water District Program report.

Amy Chen

CLOSED SESSION
1.

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

Dan Hentschke

Conference with Legal Counsel - Existing Litigation
Government Code §54956.9(a)
Name of Case: State Water Resources Control Board (SWRCB)
Imperial Irrigation District and San Diego County Water Authority
Joint Petition for Modification of Revised Order WRO 2002-0013
(Permit 7643, Application 7482)
2.
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CLOSED SESSION:
Conference with Legal Counsel - Existing Litigation
Government Code §54956.9(a)
SDCWA v Metropolitan Water District of Southern California;
Case Nos. CPF-10-510830 and CPF-12-512466

Dan Hentschke

V.

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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November 21, 2012

Attention:

Imported Water Committee

Final Report on Imported Water Committee’s Goals for 2011 and 2012
Purpose
The attached final report summarizes activities performed in support of the Imported Water
Committee’s Goals for 2011 and 2012.
Background
The Imported Water Committee is responsible for imported water matters, including: Activities
and issues as a member agency of the Metropolitan Water District of Southern California;
administration of the Colorado River Quantification Settlement Agreement and related
agreements; Colorado River Board; State Water Project; Bay-Delta; and other matters relating to
water supplies from outside San Diego County.
Previous Board action: The Board adopted the Imported Water Committee Goals for 2011 and
2012 on March 24, 2011. On July 20, 2011, the Board amended the goals to reflect issues
addressed at the March 31, 2011 Board retreat. The Committee reviewed a progress report on
the Imported Water Committee’s goals at its January 26, 2012 meeting.
Discussion
The attached final report lists the Imported Water Committee Goals for 2011 and 2012 and
provides the activities taken to achieve the goals. The goals were prepared under the direction of
the Imported Water Committee Chair and Vice Chairs.

Prepared by:

Amy I. Chen, MWD Program Director
Halla Razak, Colorado River Program Director
Reviewed by: Mark Watton, Chair, Imported Water Committee
Attachment: Final Report on Imported Water Committee’s Goals for 2011 and 2012
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Attachment
Final Report on Imported Water Committee Goals
Calendar Years 2011 and 2012
Strategic Plan Objectives
1. Desalination – Support efforts to facilitate and/or develop local seawater and brackish
groundwater desalination facilities that represent 10% of the region’s total water supply
requirements. (2012 – SP #4)
Activities: As a result of the MWD’s board action which disqualifies the Water
Authority from participating in its Local Resources Program agreements; this item is no
longer applicable to the Imported Water Committee and was relocated to the Water
Planning Committee.
2. Water Transfers – Obtain short-term water transfers and storage to meet dry year supply
needs as required. (2012 – SP #6)
Activities: As a result of decreased water demands and improved local supply
conditions, this item was deferred. Staff continues to monitor conditions and will report
to the Imported Water Committee as opportunities are made available.
3. Political Influence – Adopt and implement a biennial water policy agenda directed
toward MWD, the state, the seven basin states, and various federal agencies. (2012 – SP
#7)
Activities: The Committee heard updates on efforts by the MWD Delegates, Water
Authority Board officers and staff to work with MWD and its member agencies towards
shared goals (Ongoing). In addition, the MWD Delegates and MWD Program staff
continues to provide insight on current water issues and Water Authority’s goals and
objectives relative to MWD during inspection and education trips of MWD and local
facilities (Ongoing). MWD Delegates and Water Authority Board officers met with
community leaders to discuss water issues and MWD rate litigation (Ongoing). Board
officers and other directors met with board representatives of the Imperial Irrigation
District and Coachella Valley Water Authority to discuss resolution of litigation and
other issues related to the Quantification Settlement Agreement and Colorado River
water transfers (Ongoing).
4. Public Awareness – Create broad public support for and awareness of issues surrounding
water, water resources, and water infrastructure. (January 2015 – SP #15)
Activities: Members of the Committee and Board of Directors participated in the Water
Authority’s Speaker’s Bureau and Water-Talks programs throughout 2011 and 2012,
delivering presentations to inform the public, member agencies, the media and civic
organizations on MWD policy and rate issues, and matters relating to the Colorado River
Quantification Settlement Agreement, among other issues (Ongoing). The Committee
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received a status update on the MWDfacts.com website, which contains the latest
information on MWD’s rate and budget matters, proposed rate increases, links to
breaking news regarding MWD, Water Authority position papers on MWD issues and
other features (March 2012).
Business Plan Goals
Bay-Delta Program
1. Adopt updated Bay-Delta work plan for 2011/12. (June 2011 – BP #1)
Activities: The Committee and Board adopted the 2011-2012 Bay-Delta Workplan (June
2011).
2. Adopt policies and provide direction to staff to evaluate the cost benefit of a long-term
Delta fix. (June 2012 – BP #4)
Activities: The Committee received updates on the Bay-Delta activities through
quarterly Bay-Delta reports, monthly Imported Water and MWD Program Activities
reports and other reports (Ongoing). Staff continues to monitor the estimated costs of the
Delta fix and will keep the Committee and Board apprised of any new developments.
The Committee and Board adopted Delta Policy Principles to guide staff in evaluating
Bay-Delta initiatives and the Water Authority’s advocacy to ensure a successful
implementation of a Delta solution (February 2012).
3. Consider staff recommendations on efforts to implement near-term Bay-Delta actions and
to construct conveyance facilities for long-term water supply reliability. (June 2012 – BP
#3)
Activities: See Bay-Delta Program #2.
4. Consider staff recommendations on the Bay-Delta Conservation Plan. (January 2012 –
BP #2)
Activities: See Bay-Delta Program #2. The Committee heard updates on the Bay-Delta
Conservation Plan through quarterly Bay-Delta reports, monthly Imported Water and
MWD Program Activities reports and other reports (Ongoing). Staff provided testimony
to California State Assembly (October 2011) and comments on the First Amendment to
the Bay-Delta Conservation Plan Memorandum of Agreement. Staff reported to the
Committee on the Bay-Delta Conservation Plan announcement by Governor Brown and
Secretary of the Interior Salazar (July 2012). The Water Authority staff also participated
directly on three Bay-Delta Conservation Plan working groups on Conveyance,
Governance and Finance. The Committee received copies of the Water Authority’s
comment letter to the Deputy Secretary Gerald Meral on the Bay-Delta Conservation
Plan’s Chapter 8 related to financing the Bay-Delta Conservation Plan (August 2012).
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5. Consider staff recommendations on advocating the Water Authority’s position on Delta
strategies. (July 2014 – BP #6)
Activities: Staff presented to the Committee a historic overview of the Delta and
reviewed the various governmental processes and efforts taking place to address water
supply reliability on the Delta (August 2011). The Imported Water Committee hosted
two Bay-Delta Workshops to facilitate the board’s understanding of other stakeholders’
issues and concerns on the Delta (September and October 2011). Presented to the
Committee the Delta Stewardship Council’s Draft Environmental Impact Report (January
2012). Delta Policy Principles were adopted (February 2012). Staff has advocated for
inclusion of California Urban Water Agencies' Delta Financing Principles during public
comment periods.
Colorado River Water Supplies
1. Provide direction to ensure full access to supplies linked to the Quantification Settlement
Agreement and related agreements, including the water transfer with IID, the All
American Canal Lining Project, and the Coachella Canal Lining Project (BP #7) during
legal challenge of agreements.
Activities: The Committee:
 Discussed in closed session activities related to Superior Court and Appeals Court
rulings on the QSA and related agreements;
 Heard a report on a water demand and supply study being conducted by Reclamation
and the seven Colorado River Basin states (February 2011);
 Heard a report on a recommendation from the California governor’s office to
eliminate the Colorado River Board (May 2011);
 Received a presentation on a range of binational activities including potential water
supply projects, Mexican shortage criteria, and water quality management (July
2011);
 Adopted a resolution in support of restoring the Salton Sea (March 2011);
 Heard quarterly updates on QSA water supply status and Colorado River activities,
and monthly closed session reports on QSA litigation activities affecting the
IID/Water Authority water transfer;
 Authorized an agreement with the Coachella Valley Water District to repair cracked
panels on the Coachella Canal Lining Project and to fund other project improvements
(October 2011);
 Authorized entering into an agreement with IID for Environmental Cost Sharing
related to alternative Salton Sea mitigation measures (January 2012);
 Received a presentation on QSA Environmental Mitigation update (April 2012);
 Heard an update on MWD’s Notice of Default on the Amended and Restated
Exchange Agreement and the Water Authority’s position (August 2012); and
 Heard a report on the Colorado River tamarisk management and salinity control
update (October 2012).
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2. Consider staff recommendations related to the feasibility study of a binational seawater
desalination plant at Rosarito Beach, Baja California, Mexico, subject to Mexico funding
availability. (BP #6).
Activities: The Committee authorized Water Authority participation in Phase 2 of a
feasibility study to develop a seawater desalination plant at Rosarito Beach in Baja
California, Mexico (January 2011) and heard periodic reports on binational activities
involving the local, state, and federal U.S. agencies and their Mexican counterparts.
Subsequently, in July 2011, this item was relocated to the Water Planning Committee.
3. Consider staff recommendations related to the identification and development of potential
water supply projects to augment existing Colorado River supply sources (BP #9).
Activities: The Committee heard updates on the Colorado River through monthly
Colorado River reports and other reports (Ongoing). Staff reported on the progress of the
Colorado River Basin study, its purpose to evaluate the supply and demand on the River
for the next 50 years, and recommendations to mitigate imbalances, including supply
augmentation projects (January 2011). The Committee also heard a report on the
Colorado River Basin Water Supply and Demand Study (April 2012) and water
management discussions with Mexico (July 2012).
Metropolitan Water District Water Supplies
1. Consider staff recommendations on efforts to ensure long-term regional water supply
reliability and quality from MWD while minimizing costs (2012 – BP #3, 6).
Activities: The Committee heard reports on the progress and final report of MWD’s
2060 Blue Ribbon Committee, which was formed to recommend what role MWD should
play in furthering local development, including seawater desalination and recycling in the
next 50 years (February and May 2011). Staff also updated the Committee on
correspondence made to MWD requesting a need for modeling, operating plan and
explanation on how programs such as replenishment or local resources projects, enhance
MWD’s overall service capabilities (Ongoing). The Committee also received a copy of a
letter confirming the Water Authority’s willingness to make a funding commitment to
assure MWD’s fiscal integrity and stability (August 2011) and a letter describing the
MWD delegates’ concerns toward approving an amended and restated purchase order
agreement, which extends the agreement an additional two years (October 2012).
2. Provide direction to ensure MWD’s Supply Allocation Plan is set at the appropriate level
of allocation to meet current demands and adequate amount of water is kept in storage for
future needs. (2012 – BP #3, 6)
Activities: The Committee received, reviewed, or provided direction to staff on:
 MWD’s 2011 water supply and demand outlook and storage levels (March 2011);
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MWD’s termination of its water supply allocation plan in April (April 2011);
Adjustments to MWD’s Water Supply Allocation Plan Formula (September 2011);
MWD’s lack of analysis to demonstrate needs and benefits related to implementation
of MWD’s 2010 Integrated Resources Plan (October 2011);
MWD’s storage and replenishment program (April, September, November and
December 2011 and January 2012); and
MWD’s Regional Urban Water Management Plan and its Member Agencies’ Urban
Water Management Plans (January 2012).

3. Consider staff’s recommendations on MWD’s proposed revenue generating programs
ensuring it does not risk water ratepayers’ money. (2012 – BP #3, 6)
Activities: Staff continues to monitor MWD’s proposed revenue generating programs
and will report to the Committee as necessary.
4. Provide direction to ensure cost containment and appropriate level of MWD’s budget
expenditures and that associated rates and charges are reasonable. (2012, BP #3,6)
Activities: The Committee received, reviewed, or provided direction to staff on:
 MWD’s Long Range Finance Plan update, which was intended to provide a ten-year
rate forecast that MWD’s member agencies could rely on for financial planning but
has not been updated since 2004 (January 2011);
 MWD’s financial policies and strategies, including MWD’s debt policies, reserve
levels and capital financing strategies (February 2011);
 MWD’s Biennial Budget for Fiscal Years 2011/12 and 2012/13 and the transition
from a one-year budget to a two-year budget (March and April 2011);
 MWD’s Biennial Budget and Associated Rates and Charges for 2012/13 and 2013/14
(February and March 2012);
 MWD’s proposed rate increases and cost of service review (March and April 2012);
 Fitch’s downgrading of MWD’s bond rating (May 2011) and comments on MWD’s
Draft Official Statements (August 2011 and February, April, June, August, September
and November 2012);
 MWD’s Fiscal Year 2012/13 and 2013/14 Budget and Rates and Charges (January,
February, March and April 2012);
 MWD’s Rate Refinement efforts (July, August, September, and October 2012); and
 MWD’s Local Resources Program (June 2011, March 2012, June 2012, and August
2012) and water conservation incentives (August 2011 and May 2012).
5. Provide policy direction to staff to ensure cost-effective incentive implementation for
conservation and Local Resources Programs, including seawater desalination, better
reflect the Water Authority’s financial contribution to MWD. (2012 – BP #3, 6)
Activities: The Committee heard reports on MWD’s conservation and Local Resources
Program incentives (April 2011) and through monthly Imported Water and MWD
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Program Activities reports (Ongoing). The Committee also heard a report on MWD’s
termination of subsidy program funding agreements with the Water Authority as a result
of the Water Authority’s rate challenge (June 2011). The Committee approved
agreement for assignment by the Ramona Municipal Water District of claims arising
from MWD’s termination of a Local Resources Project agreement (August 2011). The
Committee was also copied on letters from the Water Authority Delegates to MWD on
MWD’s replenishment service program and local resources program (April, May, June
and September 2011).
Other Goals
1. Adopt a water policy position on the governance, operation and ownership of the State
Water Project. (June 2012 – BP #3)
Activities: The Board of Directors adopted a Legislative Policy Guideline to oppose
legislation that transfers ownership, operation or control of the State Water Project or any
of its facilities to MWD, the State Water Project Contractors, Central Valley Project
Contractors, the State and Federal Contractors Water Agency or any entity composed of
MWD or other water project contractors. The Committee also received reports on
Department of Water Resources and State Water Contractors operations through monthly
Imported Water and MWD Program Activities reports (Ongoing). Staff provided the
Committee a written report on DWR’s publication on the “State Water Project Delivery
Reliability Report 2009 and California Drought Contingency Plan (January 2011) and the
“State Water Project Delivery Reliability Report 2011” (August 2012). The Board of
Directors also adopted Delta Policy Principles, including a policy pertaining to continued
state ownership and operation of the SWP as a public resource (February 2012). The
Committee heard a report on the State Water Project Delivery Reliability Report 2011
(August 2012).
2. Consider opportunities, including partnerships with others, for additional conjunctive use
of imported water or storage supplies. (June 2012 – BP #4)
Activities: As a result of decreased water demands and improved local supply
conditions, this item was deferred. Staff continues to monitor conditions, however.
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Metropolitan Water District’s Purchase Order History. (Information)
Purpose
This report presents Metropolitan Water District’s Purchase Order history and gives the board
background to provide staff direction on the extension of purchase order.
Background
In March 2002, MWD adopted a new rate structure. At that time, it also created a “Purchase
Order,” the stated objective of which was to secure financial commitment for MWD. Member
agencies executing a Purchase Order would be allowed to purchase a greater volume of water at
MWD’s more favorable Tier 1 water rate. The Purchase Order was for a 10-year period ending
on December 31, 2012. At its June 2002 meeting, the Water Authority Board approved execution
of a Purchase Order with MWD.
Under the existing Purchase Order, an “Initial BaseDemand” equal to the MWD member
agency’s highest annual “FirmDemand” in any fiscal year during the period 1989/90 through
2001/02 was calculated for each agency. The Base Demand was defined as greater of (i) the
Initial Base Demand or (ii) the ten-year rolling average of the agency’s “Firm Demand.” “Firm
Demand” was in turn defined as purchases of “non-surplus “System Water” supplies, including
full service and seasonal shift deliveries. “System Water” was described as, “water supplies
developed by Metropolitan and delivered to the Purchaser through the System or other means.”
As calculated under the Purchase Order, the Water Authority agreed that it would purchase at
least 60 percent of its Initial Base Demand multiplied by 10 over the 10-year period expiring
December 31, 2012. Agencies that executed Purchase Orders could purchase up to 90 percent of
the Base at the Tier 1 rate, while agencies that did not execute Purchase Orders could purchase
only up to 60 percent of the Base at the Tier 1 rate. Any agency that executed a Purchase Order
and purchased less water from MWD than specified in the Purchase Order would be required to
pay MWD the difference between the Purchase Order and actual purchases, multiplied by the
average of the Tier 1 supply rate in effect during the term of the Purchase Order. In this event,
the member agency would only be required to pay the supply rate, and is not obligated to pay
any other rates and charges, including the System Access Rate, System Power Rate or Water
Stewardship Rate.
Because a member agency has 10 years to purchase the total volume of water stated in the
Purchase Order, and because MWD does not allocate the entire cost of water on its supply rate (a
central point in the Water Authority’s pending rate litigation with MWD), the Purchase Order
never achieved its stated purpose of providing a significant amount of firm revenues to MWD. In
November 2011, the MWD board voted to allow the City of Compton to terminate its Purchase
Order in exchange for payment of a $5,000 administrative fee. The MWD Board Memo dated
November 8, 2011 stated that, “If other member agencies request to withdraw their Purchase
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Order commitment, the same conditions for Tier 1 and Tier 2 payments and the administrative
withdrawal fee would apply.”
Of MWD’s 26 member agencies, 24 executed a Purchase Order – all except San Marino and San
Fernando. With the City of Compton terminating its Purchase Order last November as noted
above, currently 23 of the member agencies have a Purchase Order with MWD.
Discussion
MWD has historically used its Long Range Finance Plan (LRFP) process to assess and update its
financial policies, water rates and long-term planning projections. However, its current LRFP –
adopted by the board in 2004 – has not been updated. Over these past eight years, there have
been substantial changed circumstances that are not accounted for in MWD’s core water supply
and financial planning documents.
MWD staff began a process to update the LRFP in 2007, working with the member agency
managers and providing occasional PowerPoint presentations to the MWD board of directors.
The Water Authority delegates have repeatedly requested and strongly urged both MWD
management and the MWD board of directors to review and address key water supply and
financial planning issues. It has been clear for a very long time, for example, that MWD’s water
sales have been substantially less than forecasted and its water rates have far exceeded those
projected in its 2004 LRFP.
The 2007 process was titled by MWD staff as the, “Long Range Finance Plan —Rate Structure”
process. One of the early key objectives was to develop a strategy to address the fact that
MWD’s fixed costs far exceed its fixed revenues, and, to plan for the expiration of the Purchase
Orders in 2012. An important objective for the Water Authority in this discussion was for MWD
to better align recovery of its fixed costs with the agencies that benefit from the costs being
incurred to provide standby or “peaking” capacity. This process went forward in fits and starts
over the past eight years. However, it became increasingly clear that MWD’s member agency
managers are far more interested in shifting financial risks to MWD and securing subsidies and
discounted water from MWD than they are in having their agencies make firm commitments to
pay MWD’s current or future costs.
In June of this year, MWD reconvened the member agency managers but eliminated any
reference to developing an updated LRFP. (For more information on the LRFP process, see
September's board information item titled, “Metropolitan Water District’s Rate Refinement
Discussion.”) MWD’s Assistant General Manager/Chief Financial Officer (“CFO”) has recently
stated that MWD no longer needs a LRFP and that he will, instead, be managing long term
planning by providing a five-year rate forecast through the biennial budget process. The Water
Authority delegates have stated that they do not believe that a five-year look-ahead is sufficient
to support the level of investment MWD has described in its Integrated Resources Plan or that
would be required to support funding the Bay Delta Conservation Plan project.
The CFO and other MWD staff have expressly acknowledged that MWD’s “Purchase Orders”
do not achieve the stated objective of providing MWD increased firm revenues or financial
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stability at a meaningful level. However, staff recommended, and the board approved in October
“extension” of the Purchase Orders for an additional two years (changing the term from 10-years
to 12-years). MWD said that its member agencies told them there had not been enough time to
evaluate alternatives, in spite of the fact that rate issues had been under discussion since 2007.
MWD has also indicated that it will now, once again, defer any further discussion of financial
issues to 2013. The only exception is that ongoing discussions about reinstituting discounted
water sales to the member agencies through a new storage program (or, sale of discounted water
for replenishment) will continue in the Water Planning and Stewardship Committee.
MWD’s Purchase Order was designed to create the appearance of a “contract” without any
meaningful exchange of consideration on the part of either party. Likewise, the 2012 Revised
Purchase Order does not represent a meaningful “commitment” of any kind by the member agencies
to purchase MWD water – because most of them have already bought more water than required
under the 2012 Revised Purchase Order. MWD staff reported in October, of the 23 member
agencies that have Purchase Orders with MWD, 19 have already purchased enough water to meet
not only their 10-year, but also their revised 12-year “commitment.” Thus, as to these agencies,
signing the two-year extension will not obligate them to purchase even acre-foot of water. The
Water Authority has already exceeded its 10-year target of 3,342,570.6 AF, and in fact, by October
30 it has purchased 4.028 MAF of firm water from MWD -- enough to reach the new 12-year target.
Even if it does not execute the 2012 Revised Purchase Order, the Water Authority is not at risk of
exceeding the Tier 1 annual limit that would apply without a Purchase Order because the limit far
exceeds the Water Authority’s projected demand on MWD for 2013 and 2014.
Moreover, MWD’s Purchase Order and 2012 Revised Purchase Order are not based upon, or
consistent with the cost of service requirements MWD is legally required to follow in setting its
water rates and charges for the services it provides.
Based solely on the Water Authority’s projected demand on MWD, it would be indifferent to
signing an extension of the Purchase Order to “commit” to buy water it is already going to buy.
However, because MWD staff recommended and the board approved an “Amended and Restated
Purchase Order” that contained unexplained changes to the existing terms and conditions, the Water
Authority’s delegation objected to these terms. See the Water Authority Delegation’s letter to MWD
dated October 8, 2012 (Attachment 1).
The Purchase Order’s relationship to the MWD rate litigation will be discussed in closed session
(Committee agenda item IV-2).
Prepared by: Debbie S. Discar-Espe, Senior Water Resources Specialist
Reviewed by: Amy Chen, Director of MWD Program
Approved by: Dennis A. Cushman, Assistant General Manager
Attachment 1: Water Authority Delegation’s letter to MWD re Purchase Order dated October 8,
2012
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October 8, 2012
Jack Foley, Chair of Board
and Members of the Board
Metropolitan Water District
P. O. Box 54153
Los Angeles, CA 90065‐0153
RE:

Board Memo 8‐3 – Approve the form of the amended and restated Purchase Order; and
authorize amendment of section 4122 of the Administrative Code

Dear Mr. Foley and Board Members,
We have reviewed Board Memo 8‐3 including Attachments. We are prepared to recommend to
the Water Authority board of directors renewal of the purchase order commitment for two
years, to December 31, 2014, “under the existing terms and conditions,” in accordance with the
recommendation stated in the “Executive Summary” at page one, paragraph one of the board
memo and as reflected in Attachment 3, Page 1 of 1, 2013, Tier 1 Limit and 2003 – 2014
Purchase Order Commitment. However, we are unable to recommend execution of the new form
of Purchase Order which contains unexplained changes to the existing terms and conditions.
The “Details” section at page one, paragraph two of the board memo states that the new form of
agreement contains amendments to definitions “to align the Purchase Orders with water
programs implemented since the 2002 execution of the Purchase Order.” However, there is no
explanation provided of the “alignment.” In fact, none of the definitional changes are necessary
in order to achieve the stated objective of extending the purchase order for an additional two
years under the existing terms and conditions or to “align” the Purchase Order to “new water
programs.” The extension of the purchase order commitment could be accomplished simply by
amending Section 4122 and the Purchase Order to reflect a “twelve‐year” instead of a “ten‐year”
rolling average of deliveries of water (subject to adding one additional board policy change
noted below).
Instead of presenting this simple amendment, however, an “amendment and restatement” of
the Purchase Order is proposed. A contract amendment does not replace the whole original
contract (just the part that’s changed by the amendment, here, a simple change from ten‐years
to twelve‐years). Only when a contract requires extensive changes is it the common practice to
create an entirely new agreement in the form of an “amendment and restatement.”
For example, a number of terms that are not defined in Metropolitan’s Administrative Code or
included in its cost of service analysis are used in the new form of Purchase Order (e.g., “non‐
interruptible System Water supplies,” and “Recharge and Recovery Operating Agreement
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water,” among others). The edits to the definitions are unnecessary and whatever the intent, the
proposed amendments are inconsistent with the explanation being provided by staff that the
Purchase Orders are being extended under the “existing terms and conditions.”
Finally, while staff has included a number of unexplained changes to the form of the Purchase
Order, it has left out the only policy change that has actually been adopted by the board of
directors. That is that any member agency may withdraw and terminate its Purchase Order
commitment upon the payment of a $5,000 administrative withdrawal fee. See November 8,
2011 Board Memorandum 8‐3, adopted by the board on the same date. This provision should be
included in the amended Purchase Order commitment.
In closing, we reiterate the concerns expressed in our September 10, 2012 letter to you
RE Update on Rate Refinement (Board Information Item 7‐b) (copy attached) including the
inefficacy of Metropolitan’s Purchase Orders to achieve the objective of securing a revenue
stream sufficient to pay Metropolitan’s costs, or, to provide a reasonable basis for the planning
and provision of long term capital facilities and water supply programs. Metropolitan’s staff has
acknowledged that Purchase Orders do not achieve these objectives, and yet, these critical
financial decisions are being deferred for another two years. We are troubled by the continued
spending patterns and practices at Metropolitan which do not provide sufficient fixed revenues
at the same time the member agencies and board members are unable to agree how these fixed
costs will be paid for over the long term. The trend and signals that we see are that
Metropolitan’s member agencies intend to purchase less, not more water from Metropolitan.
The continued spending could result in substantial stranded costs as well as massive rate hikes
that would be necessary to pay for these programs with a declining sales base.
We assume other agencies will be required to obtain the approval of their governing boards.
Our recommendations to the Water Authority’s board of directors will be as described in this
letter.

Sincerely,

Keith Lewinger
Director

Fern Steiner
Director

Doug Wilson
Director

Attachment
cc:
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Imported Water Committee

Colorado River Basin Water Supply and Demand Study (Information)
Purpose
This report describes the Colorado River Basin Water Supply and Demand Study, which was
begun in January 2010 and completed this month.
Discussion
In 2010, the Bureau of Reclamation and the seven Colorado River Basin states began a study of
the basin’s projected water demands and supplies. The Colorado River Basin Water Supply and
Demand Study is part of the Department of Interior’s WaterSMART program, which includes
studies of other major river basins throughout the West. In addition to the Bureau of
Reclamation and the seven Colorado River Basin states, a large group of stakeholders was
involved in developing and reviewing the work, including Native American tribes, conservation
groups, and organizations representing recreation and hydroelectric power interests. In October
2012 the study was awarded Interior’s “Partners in Conservation” award, which recognizes
collaborative efforts to conserve and restore natural resources.
Current Colorado River demands and supplies
The Colorado River is considered to be over-allocated, with existing average demand for water
greater than the long-term average of river supply. The chart from the study below shows how
diversions from the Colorado River have increased over time to exceed the average historical
supply. Climate change is expected to both increase drought and demand for river water and
decrease its availability.
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To date, water demands for agricultural and urban uses have been met without declared
shortages through the use of a relatively large volume of reservoir storage capacity, unused
Upper Basin state apportionments, and conservation programs implemented in the Lower Basin
states. This will become increasingly difficult without additional management efforts, as
demands increase and supplies remain the same, at best. Additional water demands also exist for
“non-consumptive” water use, including water for fish and wildlife, recreation, water quality,
and hydropower generation. These demands affect the amounts and timing of water that can be
diverted for consumptive use purposes.
Colorado River Basin Study overview
The Colorado River Basin Study was begun in January 2010 as a collaborative effort between
Reclamation and the basin states, and included an extensive outreach effort and the participation
of major river stakeholders. The objective of the study was to review basin water demands and
supplies projected through 2060, and offer strategies and options for addressing any imbalances
between demand and supply. The study was organized into four phases:
1.
2.
3.
4.

An assessment of future water supply;
An assessment of future water demand;
A system reliability analysis; and
The development and evaluation of strategies for balancing supply and demand.

The Study projects Colorado River Basin conditions under a variety of planning scenarios,
including the potential effects of climate change, and includes options for addressing
supply/demand imbalances. The study does not recommend any specific option or strategy to
pursue, but evaluates types of actions that would likely be feasible for implementation.
Water Supply Assessment: The water supply assessment determined the probable natural inflows
to the river system, using planning scenarios that account for potential changes in climate and
streamflow variability. Four potential water supply scenarios were modeled, using:
1. Observed streamflow trends and variability, in which future hydrologic trends and variability are
projected to be similar to the past 100 years;
2. “Paleo” trends and variability, which uses reconstructions of streamflow over a much longer
period (nearly 1,250 years);
3. Observed trends but with increased variability of flow, which used the longer paleo period (nearly
1,250 years) to model variability, but with magnitudes of flow that are more similar to the
observed period (about 100 years); and
4. Climate change trends, in which the future climate will continue to warm, affecting regional
precipitation and hydrology.

The chart below, taken from the Study, shows the annual flows on the Colorado River expected
from the four planning scenarios. Each of them shows less average flow than the 16.5 maf/yr
combined total existing apportionment, including 15 maf for U.S. use and 1.5 maf for Mexico.

Annual Flow (maf)
Average
Minimum
Maximum
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Observed
15.0
5.6
25.2

Paleo
14.7
2.3
24.3

Observed / With
Increased Variability
14.9
5.6
25.2

Climate
Change
13.7
4.2
44.3
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Water Demand Assessment: This phase of the study evaluated a range of assumed scenarios to
determine potential future water demand. These assumptions used in the scenarios related to
changes in future population and demographics, land use, technology, economic conditions, and
social and governance structures. The scenarios included assumptions for both rapid and slow
population and economic growth, and for an enhanced basin environment.
Figure C-5 below, excerpted from one of the study’s technical memoranda (Technical
Memorandum C – Quantification of Water Demand Scenarios) shows historical and projected
Colorado River water demand under the defined scenarios. The current annual demand of about
15 maf increases to a range of 18.1 to 20.4 maf by 2060. There is a 2.3-maf spread between the
2060 high and low demand estimates, with the highest projection coming from rapid growth
assumptions, and the lowest estimated from slow growth assumptions. Most of the growth in
demand (up to 74 percent of the total) is for M&I use. Most of the remaining growth is from
demand for energy production and tribal use. .
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System reliability measurement
The study evaluated the ability of the river to meet the needs of six defined resources under a
variety of conditions, and described the potential impacts to the resources from imbalances
between supply and demand. The resources that were evaluated are:
1.
2.
3.
4.
5.
6.

Water deliveries (for consumptive use)
Electric power generation
Water quality
Flood control
Recreation
Wildlife and habitat

Metrics were defined for each of the resource categories. Metrics for water deliveries include
consumptive use, shortages, and the socioeconomic impacts associated with shortages.
Reclamation’s computer model, Colorado River Simulation System (CRSS), was the primary
metrics tool and was used to simulate the operations of reservoirs. The model generates
information on projected water storage in reservoirs, reservoir elevations, water releases from
dams, amounts of water flowing at various points in the system, total dissolved solids content,
and diversions to and return flows from water users. Some metrics are taken directly from CRSS
output, such as water diversions and flows. Other metrics use indirect measurements, based on
projected flows, to estimate impact to the resource, such as flows to aquatic and riparian habitats.
Socioeconomic impacts were measured qualitatively.
Conclusions: system reliability and options for balancing supply and demand
The study was intended to answer two questions:
1. What is the future reliability of the Colorado River system to meet the needs of Basin resources
through 2060; and
2. What are the options and strategies to mitigate future risks to these resources?

The first question was answered by reviewing the reliability of the system under baseline
conditions – without implementing any new options or strategies to offset imbalances between
supply and demand – and identifying vulnerabilities to system resources. The study found that
growing imbalances between demand and supply would continue regardless of assumptions
made in scenarios regarding future water use and hydrology. This would cause elevations at
Lake Mead and Lake Powell to decline over time and increase the likelihood of water shortages,
reductions in hydroelectric power production, harm to wildlife habitat and recreational uses.
The second question was answered by identifying and testing a number of alternative water
management responses to the imbalances. Options and strategies to address imbalances were
identified, and then bundled into four portfolios for analysis. The named portfolios were created
to represent alternate strategies that could be used:
 Long-Term Reliability: Includes options that have high technical feasibility and omits options
that have relatively high risk of implementation associated with permitting, legal, or policy
issues.
 Low Impact: Includes options with relatively low energy intensity, such as water banking, and
excludes options that have low feasibility or high permitting risk.
 Highly Inclusive: Includes all the options selected under Long-Term Reliability and Low Impact
portfolios, and prioritizes development based on cost.
 Highly Selective: Includes options that are common to both the Long-Term Reliability and LowImpact portfolios.
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The table below shows the potential major resource options that were developed for the Low
Impact and Long-Term Reliability Portolios. These supplies and demand management projects
would be implemented during the 2015-2060 time period.

Option Type
Desalination
Imported Water
Local Supply
Water Reuse
Watershed Mgt
Ag Conservation
Water Use Efficiency
M&I Conservation
Total

Low Impact
Long-Term
(kaf/yr)
Reliability (kaf/yr)
620
1,476
0
600
75
100
1,150
972
730
300
1,000
1,000
160
160
1,000
1,000
4,735
5,608

Desalination options from these portfolios range from projects on the Pacific Ocean, including
the proposed Carlsbad plant and a project being studied in Baja California, Mexico; projects at
the Salton Sea; the Colorado River at Yuma; and at various groundwater basins. Imported water
supplies would be obtained by conveying water from other river systems, including the Missouri
and Green rivers. Watershed management projects include weather modification and vegetation
control, such as the removal of invasive species like tamarisk (salt cedar). All of the portfolios
reviewed featured the relatively early development of M&I and agricultural water conservation,
because these options are available early and effectively address imbalances. Major differences
in the portfolios include cost, environmental impacts, and long-term reliability. By 2060, the
average annual portfolio cost ranged from $3.5 to $4.5 billion, with a tradeoff between longer
term reliability and higher cost. Tradeoffs also exist between the certainty of water yield from
management options and environmental impacts.
System vulnerabilities were found to be relatively small from 2012 through 2026, even under
baseline conditions. River hydrology is the greatest driver of vulnerability for this time period,
with the greatest vulnerabilities occurring under assumed climate change scenarios. From 2026
through the end of the study period, baseline vulnerabilities increased significantly, but
management actions in all four portfolios were shown to have the capacity to reduce the
vulnerabilities by 50 percent or more. None of the portfolios entirely eliminated system
vulnerability throughout the study period.
The study confirmed that the vulnerability of system resources will increase without
management actions, and that options are available to mitigate this risks. The study was not
intended to result in the selection or funding of any “best” portfolio for development, but to show
how a wide range of options could be considered to meet resources needs. Left for future
discussions are issues related to the tradeoffs between acceptable levels of risk to resources and
the costs and benefits of various management options.
Prepared by:
Reviewed by:
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Minute 319: A Binational Agreement for Managing Colorado River Resources (Information)
Purpose
This report describes Minute 319, a binational agreement among the U.S. and Mexico regarding
management of Colorado River resources that was executed on November 20, 2012.
Discussion
Since 2007, U.S. and Mexican officials have discussed ways to improve the management of
Colorado River water supplies that could benefit water users of both countries. The discussions
have been led by the U.S. International Boundary and Water Commission and its Mexican
counterpart, the Comision Internacional De Limites Y Aguas (CILA). Working groups from both
countries were established to explore opportunities for cooperative actions. Representatives from
the seven Colorado River Basin states and other federal, state, and local agencies from both
countries participated in these groups.
In June 2010, the countries executed Minute 317, which provided a conceptual framework for
discussions on future binational cooperative actions on the river. This agreement targeted projects
that would minimize the risk of Colorado River water shortages, create additional supplies of water
through projects such as seawater desalination and water conservation, implement habitat
restoration projects in Mexico, and review the possibility of storing some of Mexico’s share of river
water in Lake Mead. The U.S. IBWC and Mexican CILA commissioners created a consultative
council to facilitate discussions envisioned under the minute and to review related legal,
administrative, and policy issues.
In December 2010, the countries executed another agreement, Minute 318, which allowed Mexico
to store water in Lake Mead and to temporarily alter its scheduled deliveries of water from the river.
This minute assisted Mexico after an earthquake struck the Mexicali Valley in April 2010,
significantly damaging Mexico’s regional water conveyance infrastructure, and limiting its ability
to deliver water.
Minute 319 builds upon concepts explored under the previous two minutes, and is considered by
both countries to be a major step in the development of Colorado River management tools. The
Colorado River Board of California this month supported implementation of the minute through the
unanimous approval of a resolution and a memorandum of agreement that contains signatories from
the Department of Interior, Reclamation, IBWC, and all seven Colorado River Basin states.
Minute 319 is to be implemented over a five-year interim period, ending December 31, 2017.
However, a similar, longer-termed agreement is envisioned by both countries. If the IBWC and
CILA do not execute a longer-term minute by December 31, 2015, the binational consultative
council will reconvene to review the experience gained during the first two years of the interim
period. Both countries want to develop a comprehensive, long-term minute addressing the same
water management issues that are contained within Minute 319.
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Major Provisions of Minute 319
The main provisions of Minute 319 are contained in the following summary:
Intentionally Created Mexican Allocation (ICMA). Minute 319 would allow Mexico to create a
water supply eligible for storage in Lake Mead via water conservation projects, the development of
new water sources, or the deferred deliveries of Mexico’s normal 1.5 maf apportionment. The
arrangement is similar in concept to the existing U.S. Intentionally Created Surplus (ICS) program.
Mexico can create up to 250,000 af/yr of ICMA through the interim period (ending December
2017). Up to 200,000 af of ICMA could be delivered to Mexico in a single year during this time,
provided Mexico’s total delivery did not exceed 1.7 maf. The minute makes provisions for annual
losses to the stored water, a 1,025-foot minimum elevation at Lake Mead for delivery of ICMA to
Mexico, and the cessation of ICMA deliveries if the deliveries would adversely affect potential
shortages in the U.S. For years in which flood control releases are made from Lake Mead, the
ICMA account would be reduced by the amount of surplus water made available to Mexico, up to
200,000 af.
Mexico deliveries under high U.S. storage scenarios. When U.S. reservoirs are relatively high, and
when Mexico has created an ICMA storage account in Lake Mead of at least 80,000 af, or has
deferred delivery of that amount of water in previous years, Mexico would be allowed to receive
water above its normal 1.5 maf apportionment. The table below shows the amounts of water
available for this reservoir release, and the Lake Mead elevations that would trigger the release:
Lake Mead Elevation:
1,145 - 1,170 feet
1,170 - 1,200 feet
1,200 - flood control releases
Flood control release

Mexico Annual Order Increase:
40,000 af
55,000 af
80,000 af
200,000 af

U.S. users, including MWD, would collectively forego taking surplus supplies that they could
otherwise take to offset the additional amounts being delivered to Mexico. Current operating
provisions regarding releases in flood control years would remain the same, allowing Mexico to
take an additional 200,000 acre-feet, for a total of 1.7 maf in a flood control year.
Mexico deliveries under low U.S. storage scenarios. During years in which storage at Lake Mead
triggers shortages to U.S. users, Mexico would agree to reduce its deliveries. Similar to U.S.
shortage guidelines, Mexico’s reductions would be triggered by Lake Mead elevations, as shown in
the table below.

Lake Mead Elevation:
1,075 - 1,050 feet
1,050 - 1,025 feet
Below 1,025 feet

Mexico Annual
Order Reduction:
50,0000 af
70,000 af
125,000 af

Mexico would be able to include deliveries from its water stored as ICMA in Lake Mead to offset
reductions, provided Mexico has created at least 80,000 af of ICMA and does not deliver an annual
total that is more than its 1.5 maf apportionment. If Lake Mead were to fall below 1,025 feet, the
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U.S. and Mexico would consult and discuss further measures that may need to be taken, including
additional reductions in deliveries to both countries.

ICMA/ICS pilot environmental water development and exchange program. Minute 319 has
provisions to develop new or conserved water, some of which would be used to address wildlife
habitat needs in the Colorado River Limitrophe and Delta, and some of which would be exchanged
to the U.S. users that fund the program. Under a pilot program, U.S. federal and non-federal entities
will pay $21 million ($10 million from non-federal; $11 million from federal sources) for
infrastructure and conservation improvements in Mexico. The U.S. users will receive 124,000 af of
water by exchanging the newly created ICMA water for U.S. accounts under the ICS program
(“binational ICS”). Mexico plans to use about 105,000 af of water from the pilot program to
conduct a pulse flow of water to the Colorado River Delta in 2014 to restore habitat. Another
52,700 af/yr would be used as a base flows to the delta in the years 2015-17.
U.S. participants in the pilot program will pay for and receive the following amounts of water under
the pilot program:
Agency
Central Arizona Water Conservation District
Metropolitan Water District
Southern Nevada Water Authority

Contribution
$2.5 million
$5 million
$2.5 million

Water Received
23,750 af
47,500 af
23,750 af

Because the Imperial Irrigation District also expressed interest in obtaining some of this water,
MWD and IID will enter into a side agreement to share the funding obligations and rights to a
portion of the water. The agreement states that, upon execution of a written contract between the
two agencies, IID would be entitled to execute a delivery agreement for the water and MWD would
facilitate the transition of binational ICS credits to IID.
Binational projects. Since 2008, both countries have discussed the potential development of
binational water supply, environmental restoration, and other projects. Minute 319 identifies some
of those potential projects and directs the countries to continue pursuing these opportunities. The
projects that have been identified include:







Wildlife habitat restoration at a site located in Mexico along the Colorado River Limotrophe (Miguel
Aleman site);
Water conservation projects, including construction of a reservoir along the Alamo Canal in Mexico,
agricultural land fallowing, and improvements to Mexican irrigation conveyance systems.
System operations improvements;
Conveying Mexican water through the All American Canal; and
Projects to develop new water sources, including a binational seawater desalination plants at sites in
Rosarito Beach and the Sea of Cortez, the reclaiming New River,

Several agreements among U.S. parties are required to be executed to implement Minute 319,
including an operating agreement, funding agreement, forbearance agreement, and water delivery
agreement. The water authority is not a signatory to any of these implementing agreements.
Prepared by:
Reviewed by:
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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 at the
November MWD Board of Directors, which this year took place on November 5 to avoid conflict
with the Veteran’s Day. The next committee and board meetings will take place December 10 and
11, 2012.
Execution and Distribution of the Official Statement.
The Board approved an item to authorize the execution and distribution of the Official Statement in
connection with the issuance of the Water Revenue Refunding Bonds, 2012 Series G, in the amount
of approximately $100 million. Staff recommended this action to enable MWD to take advantage
of low interest rates, thus reducing capital investment program costs. Although the Water Authority
is a proponent of managing MWD’s debt to reduce costs, the San Diego Delegation to MWD did
not support this item for several reasons. The delegates continue to voice concern that MWD’s
Official Statement lacks sufficient disclosure of financial risks, such as steeply declining water
sales, relying on out-dated and inaccurate planning documents to project future water sales and
financial conditions, and the financial ramifications of these deficiencies.
International Cooperative Measures in the Colorado River Basin.
The Board authorized an item to enter into multiple agreements in support of a five-year pilot
program to augment MWD’s Colorado River Supply through the funding of an international pilot
project in Mexico, while allowing MWD’s General Manager and General Counsel to approve
changes to theses agreements without seeking Board approval. International Boundary and Water
Commission Minute No. 319 would allow Mexico to store water in U.S. reservoirs, form binational
shortage and surplus sharing, create a pilot exchange program, and provide Mexico with water for
environmental purposes over a five-year period from 2013 through 2017. During this period,
Mexico would be allowed to defer delivery of up to 250,000 acre-feet per year in the U.S. Colorado
River system. These deferred deliveries would be accounted for as Intentionally Created Mexican
Allocation (ICMA). In addition, Mexico would agree to reduce deliveries when Lake Mead
elevation is below a certain level; and in exchange, it would receive a share of surplus, if any is
available in the U.S., when Lake Mead elevation is above a certain level. Minute No. 319 would
include a pilot program, which would allow both countries to pursue opportunities for water
conservation, management, and development during this time period. Under the pilot program, up
to 124,000 acre-feet of ICMA would be made available for exchange in the U.S. MWD’s share of
the pilot project is anticipated to cost up to $5 million and result in up to 47,500 acre-feet of
Intentionally Created Surplus water for MWD’s benefit. MWD staff reported that Mexico and the
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U.S. are expected to sign Minute No. 319 at the end of November, requiring the consideration of its
associated agreements by MWD, as well as other Colorado River stakeholders. Concerned that
there were still a number of issues yet to be resolved, and the importance that all California parties
be in agreement and speak with one voice, the Water Authority delegation made a substitute motion
that would authorize entering in the agreements, but require review and authorization from the
Executive Committee, which was scheduled to meet on November 27. The Water Planning &
Stewardship Committee did not approve this motion; instead staff’s recommendation passed.
Subsequently, the Board also approved staff’s recommendation, which the Water Authority
delegates opposed.
Replenishment Service Program and Tier 1 Limits.
The Water Planning & Stewardship Committee heard a presentation on staff’s proposal to eliminate
MWD’s Replenishment Service program and adjust Member Agency Tier 1 limits. When the
Board set rates in April 2012, it eliminated the replenishment rate for calendar years 2103 and 2014.
With the recently approved two-year extension of the Purchase Orders, there is concern that
Member Agencies that purchase water for groundwater and surface storage replenishment purposes
may exceed their Tier 1 limits, resulting in these agencies paying higher Tier 2 rates for
replenishment. To reduce potential exposure to Tier 2 rates, staff proposed increasing Member
Agencies’ Tier 1 limits using the same methodology MWD applied when it adjusted Tier 1 limits to
account for the termination of the Interim Agricultural Water Program. Through this approach,
Member Agencies’ historical purchases of groundwater and surface storage replenishment water
will be used to increase their Tier 1 limits. Staff will provide a final recommendation for Board
action in December.
The MWD Committees and Board also:
o Approved employment contract for General Auditor;
o Awarded $747,910.23 procurement contract to OneSource Distributors, LLC for electrical
equipment for the Robert A. Skinner Water Treatment Plant (Approp. 15365);
o Appropriated $280,000; and authorized preliminary design of upgrades to the Dam Monitoring
System and Inlet/Outlet Tower fish screens at Diamond Valley Lake (Approps. 15419 &
15441);
o Received an overview on the use of wholesale water contracts for recovering costs; and
o Heard a report on existing litigation; and authorized an increase in maximum amount payable
under contract with Hanson Bridgett LLP for legal services by $500,000 to an amount not to
exceed $600,000 in connection with San Diego County Water Authority v. Metropolitan Water
District of Southern California, et al., San Francisco County Superior Court Case No. CPF-10510830 and No. CPF-12-512466.
State Water Contractors (SWC).
The SWC met on October 18, 2012. The Department of Water Resources (DWR) Chief of State
Water Project Operations John Leahigh provided an overview of the current water supply and water
operations conditions (as of October 18). Oroville Reservoir storage is about 1.85 million acre-feet,
or about 53 percent of its capacity. Releases to the Feather River are 2,500 cubic-feet per second
(cfs). Delta exports are 1,500 cfs at Clifton Court Forebay and 4,500 cfs at Jones Pumping Plant.
Exports are at generally lower flow rates than planned due to adverse water quality conditions in the
Delta and constraints on Oroville Reservoir releases. The recent availability of an additional turbine
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at Oroville coupled with decreased local diversion needs have allowed some increases in exports,
but overall, exports remain below planned levels. The SWP share of San Luis Reservoir storage
was 350,000 acre-feet, also lower than originally projected.
In other actions, the SWC deferred consideration of a contract with Kronick, Moskivitz, Tiedemann
and Girard for its legal support to minimize Sacramento Regional County Sanitation District
(Sanitation District) impacts on Delta water supply resulting from the Sanitation District’s existing
and planned expansion of its wastewater discharge. It was deferred to the November board meeting
to allow staff time to provide detailed cost breakdown. However, the SWC authorized $50,000 for
legal fees expended through November 2012 due to activity related to the Sanitation District’s filing
of a lawsuit against the Central Valley Regional Water Quality Control Board. The costs are shared
equally with the San Luis & Delta-Mendota Water Authority (organization representing 29 Federal
Contractors). The Central Valley Regional Water Quality Control Board (CVRWQCB) adopted
final permit conditions for the Sanitation District in December 2010 that addressed concerns of both
state and federal contractor’s by requiring increased levels of wastewater treatment. The Sanitation
District opposed the permit conditions and initiated a lawsuit against the CVRWQCB challenging
the permit.
The next meeting will be held on November 15, 2012.
Prepared by:
Reviewed by:
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CLOSED SESSIONS:
Conference with Legal Counsel – Existing Litigation
Government Code §54956.9(a)
Name of Case: QSA Judicial Council Coordination Proceeding No. 4353
Conference with Legal Counsel - Existing Litigation
Government Code §54956.9(a)
Name of Case: State Water Resources Control Board (SWRCB)
Imperial Irrigation District and San Diego County Water Authority
Joint Petition for Modification of Revised Order WRO 2002-0013
(Permit 7643, Application 7482)

Purpose
This memorandum is to recommend closed sessions, pursuant to Government Code
§54956.9(a) to discuss the above-referenced matters at the November 29, 2012, meeting.
Closed sessions have 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
closed sessions 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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CLOSED SESSION:
Conference with Legal Counsel - Existing Litigation
Government Code §54956.9(a) - SDCWA v Metropolitan Water District of
Southern California; Case Nos. CPF-10-510830 and
CPF-12-512466
Purpose
This memorandum is to recommend a closed session, pursuant to Government
Code §54956.9(a) to discuss the above-referenced matters at the November 29, 2012,
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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SPECIAL BOARD OF DIRECTORS’ MEETING
AGENDA FOR
NOVEMBER 29, 2012
1:00 p.m.
1.

Call to order.

2.

Roll call – Determination of a quorum.
A. Report on proxies received.

3.

Public comment.

I.

CONSENT CALENDAR

II.

ACTION/DISCUSSION
1.

Carlsbad Desalination Project .
1-A Report on agency participation in Uniform Contract for
Member Agency Purchase of Treated Water from the Water
Authority-Carlsbad Desalination Project. (Information)
(Supplemental materials)
1-B
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Direct the General Manager to refer nine Carlsbad
Desalination Rate Structure Alternatives to the Cost of
Service Consultant and return to the Board with a
recommended alternative to allocate the cost of the Carlsbad
Desalination Project costs.
Staff recommendation: Approve the submission of nine
requested Carlsbad Desalination Rate Structure Alternatives
to the Cost of Service Consultant. (Action)

Dana Friehauf

Tracy McCraner

1-C
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Ken Weinberg/
Adopt resolution approving:
• The Water Purchase Agreement with Poseidon Resources Den Hentschke
(Channelside LP);
• The Design-Build Agreement for Pipeline Improvements
with Poseidon Resources (Channelside LP);
• Agreements necessary to accomplish tax exempt project
financing through the California Pollution Control
Financing Authority;
• Adjustments to the Capital Improvement Program Budget;
• Supporting contracts and contract amendments;
The Second Addendum to the City of Carlsbad Precise
Development Plan and Desalination Project
Environmental Impact Report (State Clearinghouse no.
2004041081) and a mitigation monitoring and reporting
program;
• Other actions necessary for implementation of the
Carlsbad Desalination Project.
Staff recommendation:
Adopt Resolution No. 2012-__ a resolution of the Board of
Directors of the San Diego County Water Authority
approving a Water Purchase Agreement and a Design-Build
Agreement for pipeline improvements with Poseidon
Resources, Channelside LP; approving an installment sale
and assignment agreement with the San Diego County Water
Authority Financing Agency and other agreements necessary
to accomplish tax exempt project financing through the
California Pollution Control Financing Authority; approving
adjustments to the Capital Improvement Program Budget;
approving supporting contracts and contract amendments;
approving the Second Addendum to the City of Carlsbad
Precise Development Plan and Desalination Project
Environmental Impact Report (State Clearing House no.
2004041081); adopting a mitigation monitoring and reporting
program; authorizing the filing of a Notice of Determination;
and authorizing the General Manager and General Counsel to
execute agreements and take other actions necessary for
implementation of the Carlsbad Desalination Project.
(Action)

III.

INFORMATION

IV.

CLOSED SESSION
1.

V.

CLOSED SESSION:
Conference with Real Property Negotiator
Government Code §54956.8
Property: Carlsbad Desalination Plant including land, estates or
interests in land, easements, and fixtures of Poseidon Resources
(Channelside) LP
Agency Negotiators: Sandra Kerl, Ken Weinberg, David Moore,
Eric Petersen
Negotiating Parties: Poseidon Resources (Channelside) LP
Under Negotiation: Price and terms of payment, including timing of
acquisition and price and payment options.

Dan Hentschke

ADJOURNMENT
Doria F. Lore
Clerk of the Board

NOTE: All public documents provided to the 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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Board of Directors

Direct the General Manager to refer nine Carlsbad Desalination Rate Structure
Alternatives to the Cost of Service Consultant and return to the Board with a
recommended alternative to allocate the cost of the Carlsbad Desalination Project costs.
(Action)
Staff recommendation
Approve the submission of nine requested Carlsbad Desalination Rate Structure Alternatives
to the Cost of Service Consultant.
Fiscal impact
The cost of this phase of work by the Cost of Service Consultant is included in a separate action
by the Board.
Background
Beginning at the April 19, 2012 Special Board Meeting, staff has been discussing the incorporation
of the Carlsbad Desalination Project into the Water Authority’s rates and charges. This included the
proposal of potential new charges that would require modifications to the existing structure and the
potential allocation scenarios of project costs to existing service categories consistent with cost of
service principles, Board policy and California law. Water Authority staff has been providing rate
structure alternatives and financial analysis of the Carlsbad Desalination cost allocation options to
the Board of Directors, Member Agencies’ General Managers and Finance Officers since July,
2012. These alternatives evolved over the next few months in response to Board discussion and
member agency input. As of November 2, 2012 nine alternatives have been analyzed by Water
Authority staff with additional alternatives submitted after that date to be discussed. This report is a
summary to the Board of all nine alternatives including, as attachments, financial analyses as
submitted to the Board and member agencies.
Discussion
During several meetings in July and August of 2012 Water Authority staff proposed several
potential cost allocation rate structure alternatives for the Board and the public to review and
discuss. On August 30, 2012 the Water Authority submitted detailed financial analysis of the
potential impact of four of these alternatives. This analysis utilized the most conservative (highest
cost estimate) provided to the Board which included total cost of $2,350/AF, minimum purchase
commitment of 48,000 AF/year, calendar year 2013 rates and charges and a lower MWD untreated
rate. The variance between these four alternatives from the lowest cost to the highest cost was
between less than 1% and less than 3% for all 24 member agencies. Attachment A is a summary
of the financial impact for all member agencies as submitted on August 30, 2012.
Additional Board and member agency meetings were held in September and October of 2012 to
provide more opportunities for discussion and feedback on the rate alternatives being developed.
During the course of those discussions, Board Members requested several additional alternatives
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beyond those analyzed and submitted August 30, 2012. On November 2, 2012 Water Authority
staff sent a second detailed financial analysis of five additional rate structure alternatives to Board
Members and General Managers. Of these new alternatives two were in response to public and
Board comment, and three alternatives were specifically requested by Board Members. Unlike the
four scenarios submitted on August 30, 2012, some of these new alternatives created significant
variances between the high/low scenarios for individual member agencies. Attachment B is a
summary of this detailed analysis as sent on November 2, 2012.
Subsequent to the November 2, 2012 submission to member agencies, the City of San Diego
amended their preferred option, (Requested Alternative #2 on Attachment B). The final City of San
Diego “preferred option” amendment was provided to the member agencies and to Water authority
staff on November 13, 2012. Water Authority staff has not had sufficient time to completely
analyze this scenario or provide an analysis to member agencies as was previously done on August
30, 2012 and November 2, 2012.
Independent Cost of Service Consultant
The Water Authority will be contracting with an independent consultant to conduct a cost of service
study which will include review and analysis of the various desalination rate structure alternatives
and provide a recommendation to the Board. As part of this process, the Rate Structure consultant
will be working with the member agencies’ work group in considering the alternatives. Upon
completion of the process, the consultant will provide an analysis and recommendation for Board
consideration. This recommendation will comply with California law, be consistent with Board
approved principles, and reflect best practices in cost of service rate setting. It is envisioned that a
member agency workgroup will be formed in early 2013 to work with staff and its consultants to
discuss and evaluate the various options and report back to the Board through its Administrative &
Finance Committee.
This action will allow the independent consultants to review requested rate structure alternatives
noted in Attachments A (four alternatives), B (four alternatives - excluding Requested Alternative
#2), and C (replaces requested Alternative #2 in Attachment B). Additionally, the consultants will
collaborate with member agencies, via the working group, and the Board to recommend a preferred
allocation alternative and any modifications to the existing rate structure for the Carlsbad
Desalination costs.
Prepared by:
Reviewed by:
Approved by:

Tracy McCraner, Director of Finance/Treasurer
Sandra L. Kerl, Deputy General Manager
Maureen A. Stapleton, General Manager

Attachment A:

August 30, 2012 Financial Impact of the Carlsbad Desalination Project
(as submitted to Board Member's and General Manager's)
November 2, 2012 Financial Impact of the Carlsbad Desalination Project
(as submitted to Board Member's and General Manager's)
City of San Diego Preferred Option "Revised" November 13, 2012

Attachment B:
Attachment C:
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Attachment A

Financial Impact of the Carlsbad Desalination Project
In an effort to support the member agencies’ financial analysis of the Carlsbad Desalination
Project (the Project), the Water Authority has prepared, for illustrative purposes, an estimated
financial impact for each member agency. Any cost or allocation estimates provided here are
subject to change as a result of a proposed cost of service study validation process
recommended to be completed in early calendar year 2013. Furthermore, the intent of this
analysis is to illustrate how various cost recovery approaches impact each member agency and
NOT the percent increase in rates and charges that would occur in calendar year 2016. Any
analysis of a percent increase based upon the adopted 2013 rates and charges would be
fundamentally incorrect. The impact of the Project on the Water Authority’s average cost of
water is estimated between $115/af to $161/af, which is consistent with prior guidance
provided to the Board.
This analysis utilizes a conservative estimate (high estimate of the Project’s costs) that has been
provided to the Board. This includes a total cost of $2,350/acre foot (af) for desalinated water.
The estimated $2,350/af cost can be broken down as follows:




Direct costs – include the operating and fixed costs related to the desalination plant
and conveyance pipeline
Indirect costs – include the Water Authority’s improvements necessary to integrate the
Project’s water deliveries into the distribution system
Twin Oaks Operating Inefficiencies ‐ estimated impact of the Project’s deliveries on the
operation of the Water Authority’s Twin Oaks Valley Treatment Plant assuming no
modifications to expand the plant’s service area

To estimate the financial impact of the Project it is necessary to establish some baseline
assumptions upon which all scenarios are constructed. The baseline assumptions for each
scenario are:





Annual desalination production of 48,000 acre feet
Inefficiencies related to the Twin Oaks plant are allocated to treatment costs
Water Authority sales of 466,000 af (used to determine CY 2013 rates and charges)
Calendar year 2013 rates and charges for the baseline include MWD Tier 1 untreated
subtotal of $593/af

For this analysis, a basic cost of service allocation methodology was conducted based upon
established Board policies and rate and charge definitions. Prior to the determination of water
rates and charges, non‐commodity revenue collection, which includes Infrastructure Access
Charges (IAC), property taxes, water stand‐by availability charges, investment income and
capacity charges, was applied per Board policy. The Project’s costs net of the amount allocated
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to non‐commodity charges were then allocated to other rate and charge categories. The IAC
was the only non‐commodity revenue impacted by the Project costs based on Board policy.
Once the non‐commodity revenues were determined, the next step was to associate the
different costs to distinctive service functions or defined rate categories (i.e. Transportation).
For the Project, this meant identifying conveyance pipeline and treatment plant costs. The
conveyance pipeline costs were allocated to the transportation rate category. The treatment
plant costs were split between the melded supply and the melded treatment categories. The
Water Authority improvements costs, identified above as indirect costs, were allocated to
transportation. The Twin Oaks operating inefficiencies were allocated to treatment since the
costs incurred are related to the provision of treated water service and result from the shifting
of treated water production from Twin Oaks to the Carlsbad plant. This shift in providing
treatment services results in a proportionate reduction in production at Twin Oaks and a higher
unit cost of operations. This is similar with any shift in serving treated demand to any of the
five surface water treatment plants that the Water Authority currently utilizes. There are no
Project costs allocated to either the storage or customer service charges.
The following financial impact scenarios were introduced during the Administrative & Finance
Committee meeting on August 23, 2012 in the presentation titled “Incorporating Carlsbad
Seawater Desalination Project into SDCWA Rates and Charges” (the Presentation). The
Presentation is attached for ease of reference. The incremental cost increases illustrated in the
Presentation were based on average annual water sales data while data presented here are
based on the projected calendar year 2013 water sales. These costs, presented below, were
used to estimate the desalination cost impact to each member agency.
Scenarios
To provide a range of potential outcomes several scenarios were developed. While each
scenario represents a different approach to the rate and charge allocation methodology, there
are two constants for all the scenarios. The constants are:
1. The IAC is applied to all scenarios and results in a $2.20 increase per meter equivalent
per month
2. The allocation to transportation is constant and results in a $33/AF increase in the
transportation rate
A brief description of each scenario in this analysis is provided below.
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Baseline Scenario – Existing Rates and Charges without Desalination
Under this scenario the desalination project is not included and the rates and charges as
adopted are implemented for calendar year 2013. This provides an estimated cost that the
member agency may incur for services impacted by the desalination costs (This is not the
projected member agency’s total cost). While the customer service and storage charges are
not impacted by desalination, these costs are included for reference purposes.
Scenarios with Desalination
Scenario 1a ‐ Existing Rates and Charges
Desalination costs are integrated into the Water Authority’s existing rates and charges. The
treatment impact is estimated using the valuation of the treatment benefit of desalination
as provided on slides 17 & 20 in the Presentation (copy attached). In addition, costs
associated with the Twin Oaks operating inefficiencies are also allocated to treatment. The
impact of the desalination costs on the supply and treatment rates are listed below:



Melded Treatment ‐ $18/AF increase
Melded Supply ‐ $65/AF increase

Scenario 1b ‐ Existing Rates and Charges with Enhanced Treatment Recovery
Desalination costs are integrated into the Water Authority’s existing rates and charges. The
treatment impact is estimated using an alternative methodology that identifies the cost of
reducing the level of total dissolved solids in imported water at the Twin Oaks plant to the
equivalent level that will be produced by the Project and allocating these costs to treatment
(slides 19 & 21 in the attached Presentation). In addition, costs associated with the Twin
Oaks inefficiencies are included in treatment as in Scenario 1a. The impact of the
desalination costs on the supply and treatment rates are listed below:



Melded Treatment ‐ $33/AF increase
Melded Supply ‐ $58/AF increase

Scenario 2a ‐ Existing Rates and Charges with New Stand‐by Reliability Charge
This scenario builds upon Scenario 1a by adding a new fixed charge. The new charge is
referred to in this information as the Stand‐by Reliability Charge (SRC) and is described in
more detail beginning on slide 22 in the Presentation (copy attached). The SRC would be
established to recover any costs allocated to the enhanced supply reliability the Project
offers. For the purpose of this example 20% of the supply costs are allocated to the SRC.
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The impact of the desalination costs on the SRC, supply rate and treatment rate are listed
below:




Melded Treatment ‐ $18/AF increase
Melded Supply ‐ $39/AF increase
Stand‐by Reliability Charge ‐ $11.7 million allocated using each agency’s pro rata
share maximum M&I (firm water) sales over the last ten years ($11.7 million
equals 20% of 48,000 af multiplied by $1,220/af)

Scenario 2b ‐ Existing Rates and Charges with New SRC and Enhanced Treatment Recovery
This scenario adds the SRC, as described above and beginning on slide 22 in the
Presentation (copy attached), to Scenario 1b. The impact of the desalination costs on the
SRC, supply rate and treatment rate are listed below:
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Melded Treatment ‐ $33/AF increase
Melded Supply ‐ $35/AF increase
Stand‐by Reliability Charge ‐ $11.1 million allocated using each agency’s pro rata
share maximum M&I (firm water) sales over the last ten years ($11.1 million
equals 20% of 48,000 af multiplied by $1,160/af)

4 of 58

Allocation of Carlsbad Fixed Desalination Cost based on Maximum M&I Sales to Member Agencies

1,2

(FOR ILLUSTRATIVE PURPOSES ONLY)
in Acre‐Feet
(FY 2002 ‐ FY 2011)
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.

FY 2002
19,448
1,354
23,011
9,072
42,447
5,119
29,217
20,475
35,457
15,489
94
14,576
9,877
8,800
7,902
240,277
5,184
8,572
23,141
14,787
9,948
18,846
43
563,135

FY 2003
19,331
1,285
24,066
8,873
39,932
4,669
27,724
20,131
34,415
14,549
96
13,754
17,285
9,994
7,344
212,674
5,542
9,934
25,604
14,827
9,916
20,385
49
542,377

FY 2004
20,282
1,401
24,542
9,086
32,693
4,962
29,582
21,621
39,450
15,208
70
14,194
10,551
7,031
8,072
224,512
5,762
10,985
12,974
16,530
11,112
22,789
100
543,510

FY 2005
19,390
1,324
19,754
8,637
30,500
4,140
29,543
19,720
37,943
14,030
52
12,434
8,573
6,052
7,113
190,993
4,749
8,868
11,264
15,989
9,333
20,553
66
481,016

FY 2006
20,370
1,312
18,472
9,684
29,423
3,998
28,739
21,270
41,335
14,988
57
14,432
9,755
8,152
7,654
195,756
6,276
11,116
7,744
17,090
10,368
13,033
61
491,085

FY 2007
21,212
1,443
23,880
9,850
39,818
4,679
31,283
23,513
41,856
15,220
72
15,425
10,536
6,734
7,881
230,472
6,052
11,286
12,049
19,240
11,294
18,267
46
562,110

FY 2008
20,579
1,231
22,478
9,903
40,698
4,328
30,307
24,347
37,953
15,084
75
14,455
10,516
9,977
7,585
218,834
4,135
9,063
15,138
18,634
10,667
20,646
59
546,691

Footnote
1) Sales data from Water Authority PRIMA database
2) Shaded values denote maximum M&I sales volume for each agency
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FY 2009
19,532
1,202
17,859
9,433
35,343
3,867
29,015
22,836
34,674
13,913
83
14,272
13,328
5,958
7,120
201,885
3,837
7,933
13,059
17,519
10,563
15,467
102
498,796

FY 2010
17,114
1,129
16,725
8,636
28,903
3,332
24,213
19,706
31,158
11,683
66
10,023
14,098
5,501
6,014
186,911
2,156
5,616
14,561
15,233
9,605
15,269
58
447,708

FY 2011
15,785
1,088
9,764
8,267
19,192
3,251
21,144
18,320
29,852
10,955
51
10,856
11,777
3,986
5,533
168,158
1,901
4,069
6,509
14,596
9,246
10,783
54
385,136

Maximum
21,212
1,443
24,542
9,903
42,447
5,119
31,283
24,347
41,856
15,489
96
15,425
17,285
9,994
8,072
240,277
6,276
11,286
25,604
19,240
11,294
22,789
102
605,381

Share of Max
3.504%
0.238%
4.054%
1.636%
7.012%
0.846%
5.168%
4.022%
6.914%
2.559%
0.016%
2.548%
2.855%
1.651%
1.333%
39.690%
1.037%
1.864%
4.229%
3.178%
1.866%
3.764%
0.017%
100.000%

Alternative Methodology for Desalination Cost Recovery
(FOR ILLUSTRATIVE PURPOSES ONLY)
Carlsbad M.W.D.
No Desalination

Addition of Carlsbad Plant and Pipeline(1)
Scenario 1a
Scenario 1b
Scenario 2a
Scenario 2b

Fixed Charges
Annual IAC(2)
Customer Service Charge
Storage Charge
Stand‐By Reliability Charge(3)

$1,148,234
$947,882
$2,373,186

Estimated Fixed Charges Subtotal
Variable Charges(5)

(4)

$2,102,444
$947,882
$2,373,186

$2,102,444
$947,882
$2,373,186

$2,102,444
$947,882
$2,373,186

$2,102,444
$947,882
$2,373,186

$410,386

$390,203

$4,469,302

$5,423,512

$5,423,512

$5,833,897

$5,813,715

Transportation Charge
Treatment Charge
Melded Supply Charge(6)
Estimated Variable Charges Subtotal

$1,604,297
$4,416,128

$2,173,563
$4,726,614

$2,173,563
$4,978,359

$2,173,563
$4,726,614

$2,173,563
$4,978,359

$12,316,857
$18,337,282

$13,431,857
$20,332,034

$13,325,160
$20,477,082

$12,997,950
$19,898,127

$12,912,591
$20,064,513

Estimated Total (excludes MWD pass through)(4)

$22,806,584

$25,755,546

$25,900,593

$25,732,025

$25,878,228

$2,948,962

$3,094,009

$2,925,441

$3,071,644

(7)

Estimated Impact of Desalination
Scenario Variance (Max minus Min)
Scenario Variance as a Percent of Baseline

$168,569
0.74%

(1)

Scenarios based on desalination production of 48,000 acre feet and an estimated price of $2,350 per acre foot.
IAC is based on meter equivalents, rounded to the nearest whole meter, as of 12/31/2011 and has been calculated on an annual basis.
(3)
Stand‐By Reliability Charge allocation is based on each agency's non‐concurrent maximum year of demand over the last 10 years (see Allocation of
Carlsbad Fixed Desalination Cost based on Maximum M&I Sales to Member Agencies table).
(4)
Estimated amount does not include MWD's pass through rates and charges (Readiness‐to‐Serve Charge and MWD Capacity Charge).
(5)
Member agency water sales are based on regional sales projections for CY 2013.
(6)
Includes agricultural deliveries to provide a cost comparison relevant to CY 2016 at which time the permanent Special Agricultural Water Rate Program
is expected to be in place.
(7)
Estimated Impact of Desalination is the difference between the estimated total for each scenario and the baseline.
(2)
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Alternative Methodology for Desalination Cost Recovery
(FOR ILLUSTRATIVE PURPOSES ONLY)
City of Del Mar
No Desalination

Addition of Carlsbad Plant and Pipeline(1)
Scenario 1a
Scenario 1b
Scenario 2a
Scenario 2b

Fixed Charges
Annual IAC(2)
Customer Service Charge
Storage Charge
Stand‐By Reliability Charge(3)

$79,500
$61,350
$154,921

Estimated Fixed Charges Subtotal
Variable Charges(5)

(4)

Transportation Charge
Treatment Charge
Melded Supply Charge(6)
Estimated Variable Charges Subtotal
Estimated Total (excludes MWD pass through)(4)
(7)

Estimated Impact of Desalination
Scenario Variance (Max minus Min)
Scenario Variance as a Percent of Baseline

$145,566
$61,350
$154,921

$145,566
$61,350
$154,921

$145,566
$61,350
$154,921

$145,566
$61,350
$154,921

$27,909

$26,537

$295,771

$361,837

$361,837

$389,747

$388,374

$103,816
$0

$140,654
$0

$140,654
$0

$140,654
$0

$140,654
$0

$797,038
$900,854

$869,191
$1,009,845

$862,287
$1,002,940

$841,113
$981,766

$835,589
$976,243

$1,196,625

$1,371,682

$1,364,778

$1,371,513

$1,364,617

$175,057

$168,153

$174,888

$167,992
$7,066
0.59%

(1)

Scenarios based on desalination production of 48,000 acre feet and an estimated price of $2,350 per acre foot.
IAC is based on meter equivalents, rounded to the nearest whole meter, as of 12/31/2011 and has been calculated on an annual basis.
(3)
Stand‐By Reliability Charge allocation is based on each agency's non‐concurrent maximum year of demand over the last 10 years (see Allocation of
Carlsbad Fixed Desalination Cost based on Maximum M&I Sales to Member Agencies table).
(4)
Estimated amount does not include MWD's pass through rates and charges (Readiness‐to‐Serve Charge and MWD Capacity Charge).
(5)
Member agency water sales are based on regional sales projections for CY 2013.
(6)
Includes agricultural deliveries to provide a cost comparison relevant to CY 2016 at which time the permanent Special Agricultural Water Rate Program
is expected to be in place.
(7)
Estimated Impact of Desalination is the difference between the estimated total for each scenario and the baseline.
(2)
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Alternative Methodology for Desalination Cost Recovery
(FOR ILLUSTRATIVE PURPOSES ONLY)
City of Escondido
No Desalination

Addition of Carlsbad Plant and Pipeline(1)
Scenario 1a
Scenario 1b
Scenario 2a
Scenario 2b

Fixed Charges
Annual IAC(2)
Customer Service Charge
Storage Charge
Stand‐By Reliability Charge(3)

$1,108,961
$950,036
$1,995,881

Estimated Fixed Charges Subtotal
Variable Charges(5)

(4)

$2,030,534
$950,036
$1,995,881

$2,030,534
$950,036
$1,995,881

$2,030,534
$950,036
$1,995,881

$2,030,534
$950,036
$1,995,881

$474,808

$451,457

$4,054,878

$4,976,451

$4,976,451

$5,451,259

$5,427,907

Transportation Charge
Treatment Charge
Melded Supply Charge(6)
Estimated Variable Charges Subtotal

$1,574,583
$0

$2,133,306
$0

$2,133,306
$0

$2,133,306
$0

$2,133,306
$0

$12,088,734
$13,663,317

$13,183,083
$15,316,389

$13,078,362
$15,211,668

$12,757,213
$14,890,519

$12,673,435
$14,806,741

Estimated Total (excludes MWD pass through)(4)

$17,718,195

$20,292,840

$20,188,119

$20,341,777

$20,234,648

$2,574,645

$2,469,923

$2,623,582

$2,516,453

(7)

Estimated Impact of Desalination
Scenario Variance (Max minus Min)
Scenario Variance as a Percent of Baseline

$153,659
0.87%

(1)

Scenarios based on desalination production of 48,000 acre feet and an estimated price of $2,350 per acre foot.
IAC is based on meter equivalents, rounded to the nearest whole meter, as of 12/31/2011 and has been calculated on an annual basis.
(3)
Stand‐By Reliability Charge allocation is based on each agency's non‐concurrent maximum year of demand over the last 10 years (see Allocation of
Carlsbad Fixed Desalination Cost based on Maximum M&I Sales to Member Agencies table).
(4)
Estimated amount does not include MWD's pass through rates and charges (Readiness‐to‐Serve Charge and MWD Capacity Charge).
(5)
Member agency water sales are based on regional sales projections for CY 2013.
(6)
Includes agricultural deliveries to provide a cost comparison relevant to CY 2016 at which time the permanent Special Agricultural Water Rate Program
is expected to be in place.
(7)
Estimated Impact of Desalination is the difference between the estimated total for each scenario and the baseline.
(2)
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Alternative Methodology for Desalination Cost Recovery
(FOR ILLUSTRATIVE PURPOSES ONLY)
Fallbrook P.U.D
No Desalination

Addition of Carlsbad Plant and Pipeline(1)
Scenario 1a
Scenario 1b
Scenario 2a
Scenario 2b

Fixed Charges
Annual IAC(2)
Customer Service Charge
Storage Charge
Stand‐By Reliability Charge(3)

$369,834
$726,020
$1,166,871

Estimated Fixed Charges Subtotal
Variable Charges(5)

(4)

$677,175
$726,020
$1,166,871

$677,175
$726,020
$1,166,871

$677,175
$726,020
$1,166,871

$677,175
$726,020
$1,166,871

$191,594

$182,172

$2,262,725

$2,570,066

$2,570,066

$2,761,660

$2,752,237

Transportation Charge
Treatment Charge
Melded Supply Charge(6)
Estimated Variable Charges Subtotal

$218,541
$3,328,998

$296,087
$3,563,051

$296,087
$3,752,824

$296,087
$3,563,051

$296,087
$3,752,824

$9,284,785
$12,832,324

$10,125,302
$13,984,441

$10,044,871
$14,093,782

$9,798,212
$13,657,350

$9,733,866
$13,782,777

Estimated Total (excludes MWD pass through)(4)

$15,095,049

$16,554,506

$16,663,847

$16,419,010

$16,535,014

$1,459,458

$1,568,799

$1,323,961

$1,439,965

(7)

Estimated Impact of Desalination
Scenario Variance (Max minus Min)
Scenario Variance as a Percent of Baseline

$244,838
1.62%

(1)

Scenarios based on desalination production of 48,000 acre feet and an estimated price of $2,350 per acre foot.
IAC is based on meter equivalents, rounded to the nearest whole meter, as of 12/31/2011 and has been calculated on an annual basis.
(3)
Stand‐By Reliability Charge allocation is based on each agency's non‐concurrent maximum year of demand over the last 10 years (see Allocation of
Carlsbad Fixed Desalination Cost based on Maximum M&I Sales to Member Agencies table).
(4)
Estimated amount does not include MWD's pass through rates and charges (Readiness‐to‐Serve Charge and MWD Capacity Charge).
(5)
Member agency water sales are based on regional sales projections for CY 2013.
(6)
Includes agricultural deliveries to provide a cost comparison relevant to CY 2016 at which time the permanent Special Agricultural Water Rate Program
is expected to be in place.
(7)
Estimated Impact of Desalination is the difference between the estimated total for each scenario and the baseline.
(2)
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Alternative Methodology for Desalination Cost Recovery
(FOR ILLUSTRATIVE PURPOSES ONLY)
Helix W.D.
No Desalination

Addition of Carlsbad Plant and Pipeline(1)
Scenario 1a
Scenario 1b
Scenario 2a
Scenario 2b

Fixed Charges
Annual IAC(2)
Customer Service Charge
Storage Charge
Stand‐By Reliability Charge(3)

$2,051,704
$1,536,497
$3,879,957

Estimated Fixed Charges Subtotal
Variable Charges(5)

(4)

$3,756,718
$1,536,497
$3,879,957

$3,756,718
$1,536,497
$3,879,957

$3,756,718
$1,536,497
$3,879,957

$3,756,718
$1,536,497
$3,879,957

$821,194

$780,807

$7,468,158

$9,173,172

$9,173,172

$9,994,365

$9,953,979

Transportation Charge
Treatment Charge
Melded Supply Charge(6)
Estimated Variable Charges Subtotal

$2,261,183
$18,483

$3,063,539
$19,783

$3,063,539
$20,836

$3,063,539
$19,783

$3,063,539
$20,836

$17,360,053
$19,639,720

$18,931,596
$22,014,917

$18,781,211
$21,865,586

$18,320,024
$21,403,345

$18,199,714
$21,284,089

Estimated Total (excludes MWD pass through)(4)

$27,107,878

$31,188,089

$31,038,757

$31,397,710

$31,238,068

$4,080,211

$3,930,879

$4,289,832

$4,130,190

(7)

Estimated Impact of Desalination
Scenario Variance (Max minus Min)
Scenario Variance as a Percent of Baseline

$358,953
1.32%

(1)

Scenarios based on desalination production of 48,000 acre feet and an estimated price of $2,350 per acre foot.
IAC is based on meter equivalents, rounded to the nearest whole meter, as of 12/31/2011 and has been calculated on an annual basis.
(3)
Stand‐By Reliability Charge allocation is based on each agency's non‐concurrent maximum year of demand over the last 10 years (see Allocation of
Carlsbad Fixed Desalination Cost based on Maximum M&I Sales to Member Agencies table).
(4)
Estimated amount does not include MWD's pass through rates and charges (Readiness‐to‐Serve Charge and MWD Capacity Charge).
(5)
Member agency water sales are based on regional sales projections for CY 2013.
(6)
Includes agricultural deliveries to provide a cost comparison relevant to CY 2016 at which time the permanent Special Agricultural Water Rate Program is
expected to be in place.
(7)
Estimated Impact of Desalination is the difference between the estimated total for each scenario and the baseline.
(2)
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Alternative Methodology for Desalination Cost Recovery
(FOR ILLUSTRATIVE PURPOSES ONLY)
Lakeside W.D.
No Desalination

Addition of Carlsbad Plant and Pipeline(1)
Scenario 1a
Scenario 1b
Scenario 2a
Scenario 2b

Fixed Charges
Annual IAC(2)
Customer Service Charge
Storage Charge
Stand‐By Reliability Charge(3)

$251,220
$187,928
$473,331

Estimated Fixed Charges Subtotal
Variable Charges(5)

(4)

$459,990
$187,928
$473,331

$459,990
$187,928
$473,331

$459,990
$187,928
$473,331

$459,990
$187,928
$473,331

$99,028

$94,158

$912,479

$1,121,249

$1,121,249

$1,220,277

$1,215,407

$325,565
$878,746

$441,088
$940,528

$441,088
$990,621

$441,088
$940,528

$441,088
$990,621

Melded Supply Charge(6)
Estimated Variable Charges Subtotal

$2,499,500
$3,703,811

$2,725,770
$4,107,386

$2,704,118
$4,135,828

$2,637,716
$4,019,332

$2,620,394
$4,052,104

Estimated Total (excludes MWD pass through)(4)

$4,616,290

$5,228,635

$5,257,076

$5,239,609

$5,267,511

$612,345

$640,787

$623,320

$651,221

Transportation Charge
Treatment Charge

(7)

Estimated Impact of Desalination
Scenario Variance (Max minus Min)
Scenario Variance as a Percent of Baseline

$38,876
0.84%

(1)

Scenarios based on desalination production of 48,000 acre feet and an estimated price of $2,350 per acre foot.
IAC is based on meter equivalents, rounded to the nearest whole meter, as of 12/31/2011 and has been calculated on an annual basis.
(3)
Stand‐By Reliability Charge allocation is based on each agency's non‐concurrent maximum year of demand over the last 10 years (see Allocation of
Carlsbad Fixed Desalination Cost based on Maximum M&I Sales to Member Agencies table).
(4)
Estimated amount does not include MWD's pass through rates and charges (Readiness‐to‐Serve Charge and MWD Capacity Charge).
(5)
Member agency water sales are based on regional sales projections for CY 2013.
(6)
Includes agricultural deliveries to provide a cost comparison relevant to CY 2016 at which time the permanent Special Agricultural Water Rate Program
is expected to be in place.
(7)
Estimated Impact of Desalination is the difference between the estimated total for each scenario and the baseline.
(2)
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Alternative Methodology for Desalination Cost Recovery
(FOR ILLUSTRATIVE PURPOSES ONLY)
City of Oceanside
No Desalination

Addition of Carlsbad Plant and Pipeline(1)
Scenario 1a
Scenario 1b
Scenario 2a
Scenario 2b

Fixed Charges
Annual IAC(2)
Customer Service Charge
Storage Charge
Stand‐By Reliability Charge(3)

$1,768,080
$1,373,669
$3,340,795

Estimated Fixed Charges Subtotal
Variable Charges(5)

(4)

$3,237,395
$1,373,669
$3,340,795

$3,237,395
$1,373,669
$3,340,795

$3,237,395
$1,373,669
$3,340,795

$3,237,395
$1,373,669
$3,340,795

$605,225

$575,459

$6,482,544

$7,951,859

$7,951,859

$8,557,084

$8,527,319

Transportation Charge
Treatment Charge
Melded Supply Charge(6)
Estimated Variable Charges Subtotal

$2,231,256
$1,588,250

$3,022,992
$1,699,915

$3,022,992
$1,790,455

$3,022,992
$1,699,915

$3,022,992
$1,790,455

$17,130,288
$20,949,794

$18,681,031
$23,403,938

$18,532,636
$23,346,082

$18,077,553
$22,800,460

$17,958,836
$22,772,282

Estimated Total (excludes MWD pass through)(4)

$27,432,338

$31,355,797

$31,297,942

$31,357,544

$31,299,601

$3,923,459

$3,865,604

$3,925,206

$3,867,263

(7)

Estimated Impact of Desalination
Scenario Variance (Max minus Min)
Scenario Variance as a Percent of Baseline

$59,602
0.22%

(1)

Scenarios based on desalination production of 48,000 acre feet and an estimated price of $2,350 per acre foot.
IAC is based on meter equivalents, rounded to the nearest whole meter, as of 12/31/2011 and has been calculated on an annual basis.
(3)
Stand‐By Reliability Charge allocation is based on each agency's non‐concurrent maximum year of demand over the last 10 years (see Allocation of
Carlsbad Fixed Desalination Cost based on Maximum M&I Sales to Member Agencies table).
(4)
Estimated amount does not include MWD's pass through rates and charges (Readiness‐to‐Serve Charge and MWD Capacity Charge).
(5)
Member agency water sales are based on regional sales projections for CY 2013.
(6)
Includes agricultural deliveries to provide a cost comparison relevant to CY 2016 at which time the permanent Special Agricultural Water Rate Program
is expected to be in place.
(7)
Estimated Impact of Desalination is the difference between the estimated total for each scenario and the baseline.
(2)
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Alternative Methodology for Desalination Cost Recovery
(FOR ILLUSTRATIVE PURPOSES ONLY)
Olivenhain M.W.D.
No Desalination

Addition of Carlsbad Plant and Pipeline(1)
Scenario 1a
Scenario 1b
Scenario 2a
Scenario 2b

Fixed Charges
Annual IAC(2)
Customer Service Charge
Storage Charge
Stand‐By Reliability Charge(3)

$890,782
$1,103,977
$2,734,577

Estimated Fixed Charges Subtotal
Variable Charges(5)

(4)

$1,631,042
$1,103,977
$2,734,577

$1,631,042
$1,103,977
$2,734,577

$1,631,042
$1,103,977
$2,734,577

$1,631,042
$1,103,977
$2,734,577

$471,033

$447,868

$4,729,336

$5,469,596

$5,469,596

$5,940,629

$5,917,463

Transportation Charge
Treatment Charge
Melded Supply Charge(6)
Estimated Variable Charges Subtotal

$1,820,010
$283,162

$2,465,820
$303,070

$2,465,820
$319,212

$2,465,820
$303,070

$2,465,820
$319,212

$13,972,980
$16,076,152

$15,237,903
$18,006,793

$15,116,859
$17,901,891

$14,745,653
$17,514,543

$14,648,817
$17,433,849

Estimated Total (excludes MWD pass through)(4)

$20,805,487

$23,476,389

$23,371,486

$23,455,172

$23,351,312

$2,670,901

$2,565,999

$2,649,685

$2,545,825

(7)

Estimated Impact of Desalination
Scenario Variance (Max minus Min)
Scenario Variance as a Percent of Baseline

$125,077
0.60%

(1)

Scenarios based on desalination production of 48,000 acre feet and an estimated price of $2,350 per acre foot.
IAC is based on meter equivalents, rounded to the nearest whole meter, as of 12/31/2011 and has been calculated on an annual basis.
(3)
Stand‐By Reliability Charge allocation is based on each agency's non‐concurrent maximum year of demand over the last 10 years (see Allocation of
Carlsbad Fixed Desalination Cost based on Maximum M&I Sales to Member Agencies table).
(4)
Estimated amount does not include MWD's pass through rates and charges (Readiness‐to‐Serve Charge and MWD Capacity Charge).
(5)
Member agency water sales are based on regional sales projections for CY 2013.
(6)
Includes agricultural deliveries to provide a cost comparison relevant to CY 2016 at which time the permanent Special Agricultural Water Rate Program
is expected to be in place.
(7)
Estimated Impact of Desalination is the difference between the estimated total for each scenario and the baseline.
(2)
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Alternative Methodology for Desalination Cost Recovery
(FOR ILLUSTRATIVE PURPOSES ONLY)
Otay W.D.
No Desalination

Addition of Carlsbad Plant and Pipeline(1)
Scenario 1a
Scenario 1b
Scenario 2a
Scenario 2b

Fixed Charges
Annual IAC(2)
Customer Service Charge
Storage Charge
Stand‐By Reliability Charge(3)

$1,839,853
$1,723,779
$4,349,072

Estimated Fixed Charges Subtotal
Variable Charges(5)

(4)

$3,368,812
$1,723,779
$4,349,072

$3,368,812
$1,723,779
$4,349,072

$3,368,812
$1,723,779
$4,349,072

$3,368,812
$1,723,779
$4,349,072

$809,764

$769,939

$7,912,704

$9,441,663

$9,441,663

$10,251,427

$10,211,603

Transportation Charge
Treatment Charge
Melded Supply Charge(6)
Estimated Variable Charges Subtotal

$2,995,856
$8,207,795

$4,058,901
$8,784,862

$4,058,901
$9,252,755

$4,058,901
$8,784,863

$4,058,901
$9,252,755

$23,000,439
$34,204,090

$25,082,585
$37,926,349

$24,883,339
$38,194,995

$24,272,310
$37,116,073

$24,112,911
$37,424,567

Estimated Total (excludes MWD pass through)(4)

$42,116,793

$47,368,012

$47,636,658

$47,367,500

$47,636,169

$5,251,219

$5,519,865

$5,250,707

$5,519,376

(7)

Estimated Impact of Desalination
Scenario Variance (Max minus Min)
Scenario Variance as a Percent of Baseline

$269,158
0.64%

(1)

Scenarios based on desalination production of 48,000 acre feet and an estimated price of $2,350 per acre foot.
IAC is based on meter equivalents, rounded to the nearest whole meter, as of 12/31/2011 and has been calculated on an annual basis.
(3)
Stand‐By Reliability Charge allocation is based on each agency's non‐concurrent maximum year of demand over the last 10 years (see Allocation of
Carlsbad Fixed Desalination Cost based on Maximum M&I Sales to Member Agencies table).
(4)
Estimated amount does not include MWD's pass through rates and charges (Readiness‐to‐Serve Charge and MWD Capacity Charge).
(5)
Member agency water sales are based on regional sales projections for CY 2013.
(6)
Includes agricultural deliveries to provide a cost comparison relevant to CY 2016 at which time the permanent Special Agricultural Water Rate Program
is expected to be in place.
(7)
Estimated Impact of Desalination is the difference between the estimated total for each scenario and the baseline.
(2)
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Alternative Methodology for Desalination Cost Recovery
(FOR ILLUSTRATIVE PURPOSES ONLY)
Padre Dam M.W.D.
No Desalination

Addition of Carlsbad Plant and Pipeline(1)
Scenario 1a
Scenario 1b
Scenario 2a
Scenario 2b

Fixed Charges
Annual IAC(2)
Customer Service Charge
Storage Charge
Stand‐By Reliability Charge(3)

$830,552
$692,356
$1,654,212

Estimated Fixed Charges Subtotal
Variable Charges(5)

(4)

$1,520,761
$692,356
$1,654,212

$1,520,761
$692,356
$1,654,212

$1,520,761
$692,356
$1,654,212

$1,520,761
$692,356
$1,654,212

$299,662

$284,925

$3,177,120

$3,867,329

$3,867,329

$4,166,991

$4,152,253

$1,155,497
$3,061,709

$1,565,512
$3,276,969

$1,565,512
$3,451,504

$1,565,512
$3,276,969

$1,565,512
$3,451,504

Melded Supply Charge(6)
Estimated Variable Charges Subtotal

$8,871,236
$13,088,442

$9,674,317
$14,516,798

$9,597,468
$14,614,484

$9,361,794
$14,204,276

$9,300,315
$14,317,331

Estimated Total (excludes MWD pass through)(4)

$16,265,562

$18,384,126

$18,481,813

$18,371,267

$18,469,585

$2,118,564

$2,216,251

$2,105,705

$2,204,023

Transportation Charge
Treatment Charge

(7)

Estimated Impact of Desalination
Scenario Variance (Max minus Min)
Scenario Variance as a Percent of Baseline

$110,546
0.68%

(1)

Scenarios based on desalination production of 48,000 acre feet and an estimated price of $2,350 per acre foot.
IAC is based on meter equivalents, rounded to the nearest whole meter, as of 12/31/2011 and has been calculated on an annual basis.
(3)
Stand‐By Reliability Charge allocation is based on each agency's non‐concurrent maximum year of demand over the last 10 years (see Allocation of
Carlsbad Fixed Desalination Cost based on Maximum M&I Sales to Member Agencies table).
(4)
Estimated amount does not include MWD's pass through rates and charges (Readiness‐to‐Serve Charge and MWD Capacity Charge).
(5)
Member agency water sales are based on regional sales projections for CY 2013.
(6)
Includes agricultural deliveries to provide a cost comparison relevant to CY 2016 at which time the permanent Special Agricultural Water Rate Program
is expected to be in place.
(7)
Estimated Impact of Desalination is the difference between the estimated total for each scenario and the baseline.
(2)
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Alternative Methodology for Desalination Cost Recovery
(FOR ILLUSTRATIVE PURPOSES ONLY)
Pendleton M.C.B.
No Desalination

Addition of Carlsbad Plant and Pipeline(1)
Scenario 1a
Scenario 1b
Scenario 2a
Scenario 2b

Fixed Charges
Annual IAC(2)
Customer Service Charge
Storage Charge
Stand‐By Reliability Charge(3)

$0
$3,609
$9,113

Estimated Fixed Charges Subtotal
Variable Charges(5)

(4)

$0
$3,609
$9,113

$0
$3,609
$9,113

$0
$3,609
$9,113

$0
$3,609
$9,113

$1,863

$1,771

$12,722

$12,722

$12,722

$14,585

$14,493

Transportation Charge
Treatment Charge
Melded Supply Charge(6)
Estimated Variable Charges Subtotal

$5,645
$15,539

$7,648
$16,632

$7,648
$17,518

$7,648
$16,632

$7,648
$17,518

$43,340
$64,524

$47,263
$71,543

$46,888
$72,053

$45,736
$70,016

$45,436
$70,602

Estimated Total (excludes MWD pass through)(4)

$77,246

$84,265

$84,775

$84,601

$85,095

$7,019

$7,529

$7,355

$7,849

(7)

Estimated Impact of Desalination
Scenario Variance (Max minus Min)
Scenario Variance as a Percent of Baseline

$830
1.07%

(1)

Scenarios based on desalination production of 48,000 acre feet and an estimated price of $2,350 per acre foot.
IAC is based on meter equivalents, rounded to the nearest whole meter, as of 12/31/2011 and has been calculated on an annual basis.
(3)
Stand‐By Reliability Charge allocation is based on each agency's non‐concurrent maximum year of demand over the last 10 years (see Allocation of
Carlsbad Fixed Desalination Cost based on Maximum M&I Sales to Member Agencies table).
(4)
Estimated amount does not include MWD's pass through rates and charges (Readiness‐to‐Serve Charge and MWD Capacity Charge).
(5)
Member agency water sales are based on regional sales projections for CY 2013.
(6)
Includes agricultural deliveries to provide a cost comparison relevant to CY 2016 at which time the permanent Special Agricultural Water Rate Program
is expected to be in place.
(7)
Estimated Impact of Desalination is the difference between the estimated total for each scenario and the baseline.
(2)
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Alternative Methodology for Desalination Cost Recovery
(FOR ILLUSTRATIVE PURPOSES ONLY)
City of Poway
No Desalination

Addition of Carlsbad Plant and Pipeline(1)
Scenario 1a
Scenario 1b
Scenario 2a
Scenario 2b

Fixed Charges
Annual IAC(2)
Customer Service Charge
Storage Charge
Stand‐By Reliability Charge(3)

$548,614
$634,453
$1,591,781

Estimated Fixed Charges Subtotal
Variable Charges(5)

(4)

Transportation Charge
Treatment Charge
Melded Supply Charge(6)
Estimated Variable Charges Subtotal
Estimated Total (excludes MWD pass through)(4)
(7)

Estimated Impact of Desalination
Scenario Variance (Max minus Min)
Scenario Variance as a Percent of Baseline

$1,004,524
$634,453
$1,591,781

$1,004,524
$634,453
$1,591,781

$1,004,524
$634,453
$1,591,781

$1,004,524
$634,453
$1,591,781

$298,412

$283,736

$2,774,848

$3,230,758

$3,230,758

$3,529,170

$3,514,494

$1,004,698
$0

$1,361,203
$0

$1,361,203
$0

$1,361,203
$0

$1,361,203
$0

$7,713,485
$8,718,182

$8,411,759
$9,772,962

$8,344,939
$9,706,142

$8,140,023
$9,501,226

$8,086,566
$9,447,769

$11,493,030

$13,003,720

$12,936,900

$13,030,396

$12,962,264

$1,510,690

$1,443,870

$1,537,366

$1,469,234
$93,496
0.81%

(1)

Scenarios based on desalination production of 48,000 acre feet and an estimated price of $2,350 per acre foot.
IAC is based on meter equivalents, rounded to the nearest whole meter, as of 12/31/2011 and has been calculated on an annual basis.
(3)
Stand‐By Reliability Charge allocation is based on each agency's non‐concurrent maximum year of demand over the last 10 years (see Allocation of
Carlsbad Fixed Desalination Cost based on Maximum M&I Sales to Member Agencies table).
(4)
Estimated amount does not include MWD's pass through rates and charges (Readiness‐to‐Serve Charge and MWD Capacity Charge).
(5)
Member agency water sales are based on regional sales projections for CY 2013.
(6)
Includes agricultural deliveries to provide a cost comparison relevant to CY 2016 at which time the permanent Special Agricultural Water Rate Program
is expected to be in place.
(7)
Estimated Impact of Desalination is the difference between the estimated total for each scenario and the baseline.
(2)
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Alternative Methodology for Desalination Cost Recovery
(FOR ILLUSTRATIVE PURPOSES ONLY)
Rainbow M.W.D.
No Desalination

Addition of Carlsbad Plant and Pipeline(1)
Scenario 1a
Scenario 1b
Scenario 2a
Scenario 2b

Fixed Charges
Annual IAC(2)
Customer Service Charge
Storage Charge
Stand‐By Reliability Charge(3)

$410,983
$1,205,670
$1,728,612

Estimated Fixed Charges Subtotal
Variable Charges(5)

(4)

$752,520
$1,205,670
$1,728,612

$752,520
$1,205,670
$1,728,612

$752,520
$1,205,670
$1,728,612

$752,520
$1,205,670
$1,728,612

$334,401

$317,955

$3,345,265

$3,686,802

$3,686,802

$4,021,202

$4,004,756

Transportation Charge
Treatment Charge
Melded Supply Charge(6)
Estimated Variable Charges Subtotal

$1,317,308
$5,558,938

$1,784,740
$5,949,771

$1,784,740
$6,266,663

$1,784,740
$5,949,771

$1,784,740
$6,266,663

$15,504,224
$22,380,470

$16,907,766
$24,642,276

$16,773,457
$24,824,860

$16,361,572
$24,096,083

$16,254,124
$24,305,526

Estimated Total (excludes MWD pass through)(4)

$25,725,735

$28,329,078

$28,511,661

$28,117,285

$28,310,283

$2,603,343

$2,785,926

$2,391,550

$2,584,548

(7)

Estimated Impact of Desalination
Scenario Variance (Max minus Min)
Scenario Variance as a Percent of Baseline

$394,376
1.53%

(1)

Scenarios based on desalination production of 48,000 acre feet and an estimated price of $2,350 per acre foot.
IAC is based on meter equivalents, rounded to the nearest whole meter, as of 12/31/2011 and has been calculated on an annual basis.
(3)
Stand‐By Reliability Charge allocation is based on each agency's non‐concurrent maximum year of demand over the last 10 years (see Allocation of
Carlsbad Fixed Desalination Cost based on Maximum M&I Sales to Member Agencies table).
(4)
Estimated amount does not include MWD's pass through rates and charges (Readiness‐to‐Serve Charge and MWD Capacity Charge).
(5)
Member agency water sales are based on regional sales projections for CY 2013.
(6)
Includes agricultural deliveries to provide a cost comparison relevant to CY 2016 at which time the permanent Special Agricultural Water Rate Program
is expected to be in place.
(7)
Estimated Impact of Desalination is the difference between the estimated total for each scenario and the baseline.
(2)
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Alternative Methodology for Desalination Cost Recovery
(FOR ILLUSTRATIVE PURPOSES ONLY)
Ramona M.W.D.
No Desalination

Addition of Carlsbad Plant and Pipeline(1)
Scenario 1a
Scenario 1b
Scenario 2a
Scenario 2b

Fixed Charges
Annual IAC(2)
Customer Service Charge
Storage Charge
Stand‐By Reliability Charge(3)

$322,961
$374,079
$682,658

Estimated Fixed Charges Subtotal
Variable Charges(5)

(4)

$591,349
$374,079
$682,658

$591,349
$374,079
$682,658

$591,349
$374,079
$682,658

$591,349
$374,079
$682,658

$193,339

$183,831

$1,379,698

$1,648,086

$1,648,086

$1,841,425

$1,831,916

Transportation Charge
Treatment Charge

$619,008
$1,314,048

$838,656
$1,406,435

$838,656
$1,481,344

$838,656
$1,406,435

$838,656
$1,481,344

Melded Supply Charge(6)
Estimated Variable Charges Subtotal

$4,752,384
$6,685,440

$5,182,600
$7,427,691

$5,141,431
$7,461,431

$5,015,180
$7,260,271

$4,982,245
$7,302,244

Estimated Total (excludes MWD pass through)(4)

$8,065,138

$9,075,777

$9,109,517

$9,101,696

$9,134,161

$1,010,639

$1,044,379

$1,036,558

$1,069,023

(7)

Estimated Impact of Desalination
Scenario Variance (Max minus Min)
Scenario Variance as a Percent of Baseline

$58,384
0.72%

(1)

Scenarios based on desalination production of 48,000 acre feet and an estimated price of $2,350 per acre foot.
IAC is based on meter equivalents, rounded to the nearest whole meter, as of 12/31/2011 and has been calculated on an annual basis.
(3)
Stand‐By Reliability Charge allocation is based on each agency's non‐concurrent maximum year of demand over the last 10 years (see Allocation of
Carlsbad Fixed Desalination Cost based on Maximum M&I Sales to Member Agencies table).
(4)
Estimated amount does not include MWD's pass through rates and charges (Readiness‐to‐Serve Charge and MWD Capacity Charge).
(5)
Member agency water sales are based on regional sales projections for CY 2013.
(6)
Includes agricultural deliveries to provide a cost comparison relevant to CY 2016 at which time the permanent Special Agricultural Water Rate Program
is expected to be in place.
(7)
Estimated Impact of Desalination is the difference between the estimated total for each scenario and the baseline.
(2)
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Alternative Methodology for Desalination Cost Recovery
(FOR ILLUSTRATIVE PURPOSES ONLY)
Rincon Del Diablo M.W.D.
No Desalination

Addition of Carlsbad Plant and Pipeline(1)
Scenario 1a
Scenario 1b
Scenario 2a
Scenario 2b

Fixed Charges
Annual IAC(2)
Customer Service Charge
Storage Charge
Stand‐By Reliability Charge(3)

$304,771
$350,487
$844,788

Estimated Fixed Charges Subtotal
Variable Charges(5)

(4)

$558,043
$350,487
$844,788

$558,043
$350,487
$844,788

$558,043
$350,487
$844,788

$558,043
$350,487
$844,788

$156,161

$148,481

$1,500,046

$1,753,318

$1,753,318

$1,909,479

$1,901,799

Transportation Charge
Treatment Charge
Melded Supply Charge(6)
Estimated Variable Charges Subtotal

$588,969
$1,621,248

$797,958
$1,735,233

$797,958
$1,827,654

$797,958
$1,735,233

$797,958
$1,827,654

$4,521,762
$6,731,979

$4,931,101
$7,464,292

$4,891,930
$7,517,542

$4,771,805
$7,304,996

$4,740,468
$7,366,080

Estimated Total (excludes MWD pass through)(4)

$8,232,025

$9,217,610

$9,270,860

$9,214,476

$9,267,879

$985,585

$1,038,835

$982,450

$1,035,854

(7)

Estimated Impact of Desalination
Scenario Variance (Max minus Min)
Scenario Variance as a Percent of Baseline

$56,385
0.68%

(1)

Scenarios based on desalination production of 48,000 acre feet and an estimated price of $2,350 per acre foot.
IAC is based on meter equivalents, rounded to the nearest whole meter, as of 12/31/2011 and has been calculated on an annual basis.
(3)
Stand‐By Reliability Charge allocation is based on each agency's non‐concurrent maximum year of demand over the last 10 years (see Allocation of
Carlsbad Fixed Desalination Cost based on Maximum M&I Sales to Member Agencies table).
(4)
Estimated amount does not include MWD's pass through rates and charges (Readiness‐to‐Serve Charge and MWD Capacity Charge).
(5)
Member agency water sales are based on regional sales projections for CY 2013.
(6)
Includes agricultural deliveries to provide a cost comparison relevant to CY 2016 at which time the permanent Special Agricultural Water Rate Program
is expected to be in place.
(7)
Estimated Impact of Desalination is the difference between the estimated total for each scenario and the baseline.
(2)
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Alternative Methodology for Desalination Cost Recovery
(FOR ILLUSTRATIVE PURPOSES ONLY)
City of San Diego
No Desalination

Addition of Carlsbad Plant and Pipeline(1)
Scenario 1a
Scenario 1b
Scenario 2a
Scenario 2b

Fixed Charges
Annual IAC(2)
Customer Service Charge
Storage Charge
Stand‐By Reliability Charge(3)

$12,497,750
$10,008,128
$25,246,786

Estimated Fixed Charges Subtotal
Variable Charges(5)

(4)

$22,883,667
$10,008,128
$25,246,786

$22,883,667
$10,008,128
$25,246,786

$22,883,667
$10,008,128
$25,246,786

$22,883,667
$10,008,128
$25,246,786

$4,648,523

$4,419,907

$47,752,664

$58,138,581

$58,138,581

$62,787,104

$62,558,488

$16,538,869
$4,907,187

$22,407,500
$5,252,198

$22,407,500
$5,531,936

$22,407,500
$5,252,198

$22,407,500
$5,531,936

Melded Supply Charge(6)
Estimated Variable Charges Subtotal

$126,975,832
$148,421,888

$138,470,494
$166,130,191

$137,370,537
$165,309,973

$133,997,300
$161,656,997

$133,117,325
$161,056,761

Estimated Total (excludes MWD pass through)(4)

$196,174,552

$224,268,772

$223,448,554

$224,444,102

$223,615,249

$28,094,220

$27,274,002

$28,269,550

$27,440,697

Transportation Charge
Treatment Charge

(7)

Estimated Impact of Desalination
Scenario Variance (Max minus Min)
Scenario Variance as a Percent of Baseline

$995,547
0.51%

(1)

Scenarios based on desalination production of 48,000 acre feet and an estimated price of $2,350 per acre foot.
IAC is based on meter equivalents, rounded to the nearest whole meter, as of 12/31/2011 and has been calculated on an annual basis.
(3)
Stand‐By Reliability Charge allocation is based on each agency's non‐concurrent maximum year of demand over the last 10 years (see Allocation of
Carlsbad Fixed Desalination Cost based on Maximum M&I Sales to Member Agencies table).
(4)
Estimated amount does not include MWD's pass through rates and charges (Readiness‐to‐Serve Charge and MWD Capacity Charge).
(5)
Member agency water sales are based on regional sales projections for CY 2013.
(6)
Includes agricultural deliveries to provide a cost comparison relevant to CY 2016 at which time the permanent Special Agricultural Water Rate Program
is expected to be in place.
(7)
Estimated Impact of Desalination is the difference between the estimated total for each scenario and the baseline.
(2)
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Alternative Methodology for Desalination Cost Recovery
(FOR ILLUSTRATIVE PURPOSES ONLY)
San Dieguito W.D.
No Desalination

Addition of Carlsbad Plant and Pipeline(1)
Scenario 1a
Scenario 1b
Scenario 2a
Scenario 2b

Fixed Charges
Annual IAC(2)
Customer Service Charge
Storage Charge
Stand‐By Reliability Charge(3)

$475,696
$141,714
$357,855

Estimated Fixed Charges Subtotal
Variable Charges(5)

(4)

$871,011
$141,714
$357,855

$871,011
$141,714
$357,855

$871,011
$141,714
$357,855

$871,011
$141,714
$357,855

$121,417

$115,445

$975,265

$1,370,580

$1,370,580

$1,491,996

$1,486,025

Transportation Charge
Treatment Charge
Melded Supply Charge(6)
Estimated Variable Charges Subtotal

$212,561
$84,480

$287,986
$90,420

$287,986
$95,235

$287,986
$90,420

$287,986
$95,235

$1,631,918
$1,928,959

$1,779,650
$2,158,055

$1,765,513
$2,148,734

$1,722,160
$2,100,565

$1,710,850
$2,094,071

Estimated Total (excludes MWD pass through)(4)

$2,904,224

$3,528,635

$3,519,314

$3,592,561

$3,580,096

$624,410

$615,089

$688,337

$675,872

(7)

Estimated Impact of Desalination
Scenario Variance (Max minus Min)
Scenario Variance as a Percent of Baseline

$73,247
2.52%

(1)

Scenarios based on desalination production of 48,000 acre feet and an estimated price of $2,350 per acre foot.
IAC is based on meter equivalents, rounded to the nearest whole meter, as of 12/31/2011 and has been calculated on an annual basis.
(3)
Stand‐By Reliability Charge allocation is based on each agency's non‐concurrent maximum year of demand over the last 10 years (see Allocation of
Carlsbad Fixed Desalination Cost based on Maximum M&I Sales to Member Agencies table).
(4)
Estimated amount does not include MWD's pass through rates and charges (Readiness‐to‐Serve Charge and MWD Capacity Charge).
(5)
Member agency water sales are based on regional sales projections for CY 2013.
(6)
Includes agricultural deliveries to provide a cost comparison relevant to CY 2016 at which time the permanent Special Agricultural Water Rate Program
is expected to be in place.
(7)
Estimated Impact of Desalination is the difference between the estimated total for each scenario and the baseline.
(2)
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Alternative Methodology for Desalination Cost Recovery
(FOR ILLUSTRATIVE PURPOSES ONLY)
Santa Fe I.D.
No Desalination

Addition of Carlsbad Plant and Pipeline(1)
Scenario 1a
Scenario 1b
Scenario 2a
Scenario 2b

Fixed Charges
Annual IAC(2)
Customer Service Charge
Storage Charge
Stand‐By Reliability Charge(3)

$331,928
$320,324
$797,999

Estimated Fixed Charges Subtotal
Variable Charges(5)

(4)

$607,769
$320,324
$797,999

$607,769
$320,324
$797,999

$607,769
$320,324
$797,999

$607,769
$320,324
$797,999

$218,349

$207,610

$1,450,251

$1,726,092

$1,726,092

$1,944,440

$1,933,702

$486,092
$112,742

$658,577
$120,669

$658,577
$127,096

$658,577
$120,669

$658,577
$127,096

Melded Supply Charge(6)
Estimated Variable Charges Subtotal

$3,731,935
$4,330,770

$4,069,774
$4,849,020

$4,037,445
$4,823,118

$3,938,303
$4,717,548

$3,912,439
$4,698,112

Estimated Total (excludes MWD pass through)(4)

$5,781,021

$6,575,111

$6,549,209

$6,661,988

$6,631,814

$794,090

$768,188

$880,967

$850,792

Transportation Charge
Treatment Charge

(7)

Estimated Impact of Desalination
Scenario Variance (Max minus Min)
Scenario Variance as a Percent of Baseline

$112,779
1.95%

(1)

Scenarios based on desalination production of 48,000 acre feet and an estimated price of $2,350 per acre foot.
IAC is based on meter equivalents, rounded to the nearest whole meter, as of 12/31/2011 and has been calculated on an annual basis.
(3)
Stand‐By Reliability Charge allocation is based on each agency's non‐concurrent maximum year of demand over the last 10 years (see Allocation of
Carlsbad Fixed Desalination Cost based on Maximum M&I Sales to Member Agencies table).
(4)
Estimated amount does not include MWD's pass through rates and charges (Readiness‐to‐Serve Charge and MWD Capacity Charge).
(5)
Member agency water sales are based on regional sales projections for CY 2013.
(6)
Includes agricultural deliveries to provide a cost comparison relevant to CY 2016 at which time the permanent Special Agricultural Water Rate Program
is expected to be in place.
(7)
Estimated Impact of Desalination is the difference between the estimated total for each scenario and the baseline.
(2)
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Alternative Methodology for Desalination Cost Recovery
(FOR ILLUSTRATIVE PURPOSES ONLY)
Sweetwater W.A.
No Desalination

Addition of Carlsbad Plant and Pipeline(1)
Scenario 1a
Scenario 1b
Scenario 2a
Scenario 2b

Fixed Charges
Annual IAC(2)
Customer Service Charge
Storage Charge
Stand‐By Reliability Charge(3)

$1,363,234
$620,772
$1,567,570

Estimated Fixed Charges Subtotal
Variable Charges(5)

(4)

Transportation Charge
Treatment Charge
Melded Supply Charge(6)
Estimated Variable Charges Subtotal
Estimated Total (excludes MWD pass through)(4)
(7)

Estimated Impact of Desalination
Scenario Variance (Max minus Min)
Scenario Variance as a Percent of Baseline

$2,496,113
$620,772
$1,567,570

$2,496,113
$620,772
$1,567,570

$2,496,113
$620,772
$1,567,570

$2,496,113
$620,772
$1,567,570

$495,340

$470,979

$3,551,576

$4,684,455

$4,684,455

$5,179,795

$5,155,434

$853,312
$984,294

$1,156,100
$1,053,497

$1,156,100
$1,109,608

$1,156,100
$1,053,497

$1,156,100
$1,109,608

$6,551,236
$8,388,842

$7,144,295
$9,353,893

$7,087,544
$9,353,252

$6,913,504
$9,123,101

$6,868,102
$9,133,810

$11,940,418

$14,038,348

$14,037,707

$14,302,897

$14,289,245

$2,097,930

$2,097,289

$2,362,479

$2,348,826
$265,190
2.22%

(1)

Scenarios based on desalination production of 48,000 acre feet and an estimated price of $2,350 per acre foot.
IAC is based on meter equivalents, rounded to the nearest whole meter, as of 12/31/2011 and has been calculated on an annual basis.
(3)
Stand‐By Reliability Charge allocation is based on each agency's non‐concurrent maximum year of demand over the last 10 years (see Allocation of
Carlsbad Fixed Desalination Cost based on Maximum M&I Sales to Member Agencies table).
(4)
Estimated amount does not include MWD's pass through rates and charges (Readiness‐to‐Serve Charge and MWD Capacity Charge).
(5)
Member agency water sales are based on regional sales projections for CY 2013.
(6)
Includes agricultural deliveries to provide a cost comparison relevant to CY 2016 at which time the permanent Special Agricultural Water Rate Program
is expected to be in place.
(7)
Estimated Impact of Desalination is the difference between the estimated total for each scenario and the baseline.
(2)
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Alternative Methodology for Desalination Cost Recovery
(FOR ILLUSTRATIVE PURPOSES ONLY)
Vallecitos W.D.
No Desalination

Addition of Carlsbad Plant and Pipeline(1)
Scenario 1a
Scenario 1b
Scenario 2a
Scenario 2b

Fixed Charges
Annual IAC(2)
Customer Service Charge
Storage Charge
Stand‐By Reliability Charge(3)

$816,783
$912,925
$2,134,752

Estimated Fixed Charges Subtotal
Variable Charges(5)

(4)

$1,495,548
$912,925
$2,134,752

$1,495,548
$912,925
$2,134,752

$1,495,548
$912,925
$2,134,752

$1,495,548
$912,925
$2,134,752

$372,225

$353,919

$3,864,460

$4,543,225

$4,543,225

$4,915,450

$4,897,144

$1,567,757
$4,315,546

$2,124,058
$4,618,960

$2,124,058
$4,864,971

$2,124,058
$4,618,960

$2,124,058
$4,864,971

Melded Supply Charge(6)
Estimated Variable Charges Subtotal

$12,036,326
$17,919,629

$13,125,931
$19,868,949

$13,021,664
$20,010,693

$12,701,907
$19,444,924

$12,618,492
$19,607,521

Estimated Total (excludes MWD pass through)(4)

$21,784,089

$24,412,174

$24,553,918

$24,360,375

$24,504,665

$2,628,085

$2,769,829

$2,576,286

$2,720,576

Transportation Charge
Treatment Charge

(7)

Estimated Impact of Desalination
Scenario Variance (Max minus Min)
Scenario Variance as a Percent of Baseline

$193,543
0.89%

(1)

Scenarios based on desalination production of 48,000 acre feet and an estimated price of $2,350 per acre foot.
IAC is based on meter equivalents, rounded to the nearest whole meter, as of 12/31/2011 and has been calculated on an annual basis.
(3)
Stand‐By Reliability Charge allocation is based on each agency's non‐concurrent maximum year of demand over the last 10 years (see Allocation of
Carlsbad Fixed Desalination Cost based on Maximum M&I Sales to Member Agencies table).
(4)
Estimated amount does not include MWD's pass through rates and charges (Readiness‐to‐Serve Charge and MWD Capacity Charge).
(5)
Member agency water sales are based on regional sales projections for CY 2013.
(6)
Includes agricultural deliveries to provide a cost comparison relevant to CY 2016 at which time the permanent Special Agricultural Water Rate Program
is expected to be in place.
(7)
Estimated Impact of Desalination is the difference between the estimated total for each scenario and the baseline.
(2)
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Alternative Methodology for Desalination Cost Recovery
(FOR ILLUSTRATIVE PURPOSES ONLY)
Valley Center M.W.D.
No Desalination

Addition of Carlsbad Plant and Pipeline(1)
Scenario 1a
Scenario 1b
Scenario 2a
Scenario 2b

Fixed Charges
Annual IAC(2)
Customer Service Charge
Storage Charge
Stand‐By Reliability Charge(3)

$471,276
$1,615,514
$1,241,815

Estimated Fixed Charges Subtotal
Variable Charges(5)

(4)

$862,917
$1,615,514
$1,241,815

$862,917
$1,615,514
$1,241,815

$862,917
$1,615,514
$1,241,815

$862,917
$1,615,514
$1,241,815

$218,507

$207,761

$3,328,605

$3,720,246

$3,720,246

$3,938,753

$3,928,007

Transportation Charge
Treatment Charge
Melded Supply Charge(6)
Estimated Variable Charges Subtotal

$2,713,080
$7,468,262

$3,675,785
$7,993,335

$3,675,785
$8,419,070

$3,675,785
$7,993,335

$3,675,785
$8,419,070

$20,829,451
$31,010,793

$22,715,065
$34,384,186

$22,534,625
$34,629,481

$21,981,271
$33,650,391

$21,836,917
$33,931,773

Estimated Total (excludes MWD pass through)(4)

$34,339,398

$38,104,432

$38,349,727

$37,589,145

$37,859,780

$3,765,034

$4,010,329

$3,249,747

$3,520,382

(7)

Estimated Impact of Desalination
Scenario Variance (Max minus Min)
Scenario Variance as a Percent of Baseline

$760,582
2.21%

(1)

Scenarios based on desalination production of 48,000 acre feet and an estimated price of $2,350 per acre foot.
IAC is based on meter equivalents, rounded to the nearest whole meter, as of 12/31/2011 and has been calculated on an annual basis.
(3)
Stand‐By Reliability Charge allocation is based on each agency's non‐concurrent maximum year of demand over the last 10 years (see Allocation of
Carlsbad Fixed Desalination Cost based on Maximum M&I Sales to Member Agencies table).
(4)
Estimated amount does not include MWD's pass through rates and charges (Readiness‐to‐Serve Charge and MWD Capacity Charge).
(5)
Member agency water sales are based on regional sales projections for CY 2013.
(6)
Includes agricultural deliveries to provide a cost comparison relevant to CY 2016 at which time the permanent Special Agricultural Water Rate Program
is expected to be in place.
(7)
Estimated Impact of Desalination is the difference between the estimated total for each scenario and the baseline.
(2)
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Alternative Methodology for Desalination Cost Recovery
(FOR ILLUSTRATIVE PURPOSES ONLY)
Vista I.D.
No Desalination

Addition of Carlsbad Plant and Pipeline(1)
Scenario 1a
Scenario 1b
Scenario 2a
Scenario 2b

Fixed Charges
Annual IAC(2)
Customer Service Charge
Storage Charge
Stand‐By Reliability Charge(3)

$1,115,003
$750,905
$1,875,644

Estimated Fixed Charges Subtotal
Variable Charges(5)

(4)

$2,041,597
$750,905
$1,875,644

$2,041,597
$750,905
$1,875,644

$2,041,597
$750,905
$1,875,644

$2,041,597
$750,905
$1,875,644

$440,878

$419,195

$3,741,552

$4,668,146

$4,668,146

$5,109,024

$5,087,341

$1,237,560
$1,874,944

$1,676,695
$2,006,766

$1,676,695
$2,113,649

$1,676,695
$2,006,766

$1,676,695
$2,113,649

Melded Supply Charge(6)
Estimated Variable Charges Subtotal

$9,501,269
$12,613,774

$10,361,385
$14,044,846

$10,279,078
$14,069,422

$10,026,667
$13,710,128

$9,960,821
$13,751,165

Estimated Total (excludes MWD pass through)(4)

$16,355,326

$18,712,991

$18,737,567

$18,819,152

$18,838,506

$2,357,665

$2,382,241

$2,463,826

$2,483,180

Transportation Charge
Treatment Charge

(7)

Estimated Impact of Desalination
Scenario Variance (Max minus Min)
Scenario Variance as a Percent of Baseline

$125,515
0.77%

(1)

Scenarios based on desalination production of 48,000 acre feet and an estimated price of $2,350 per acre foot.
IAC is based on meter equivalents, rounded to the nearest whole meter, as of 12/31/2011 and has been calculated on an annual basis.
(3)
Stand‐By Reliability Charge allocation is based on each agency's non‐concurrent maximum year of demand over the last 10 years (see Allocation of
Carlsbad Fixed Desalination Cost based on Maximum M&I Sales to Member Agencies table).
(4)
Estimated amount does not include MWD's pass through rates and charges (Readiness‐to‐Serve Charge and MWD Capacity Charge).
(5)
Member agency water sales are based on regional sales projections for CY 2013.
(6)
Includes agricultural deliveries to provide a cost comparison relevant to CY 2016 at which time the permanent Special Agricultural Water Rate Program
is expected to be in place.
(7)
Estimated Impact of Desalination is the difference between the estimated total for each scenario and the baseline.
(2)
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Alternative Methodology for Desalination Cost Recovery
(FOR ILLUSTRATIVE PURPOSES ONLY)
Yuima M.W.D.
No Desalination

Addition of Carlsbad Plant and Pipeline(1)
Scenario 1a
Scenario 1b
Scenario 2a
Scenario 2b

Fixed Charges
Annual IAC(2)
Customer Service Charge
Storage Charge
Stand‐By Reliability Charge(3)

$14,087
$116,398
‐$2,176

Estimated Fixed Charges Subtotal
Variable Charges(5)

(4)

$25,794
$116,398
‐$2,176

$25,794
$116,398
‐$2,176

$25,794
$116,398
‐$2,176

$25,794
$116,398
‐$2,176

$1,981

$1,884

$128,309

$140,016

$140,016

$141,997

$141,900

Transportation Charge
Treatment Charge
Melded Supply Charge(6)
Estimated Variable Charges Subtotal

$174,608
$480,640

$236,565
$514,432

$236,565
$541,832

$236,565
$514,432

$236,565
$541,832

$1,340,535
$1,995,783

$1,461,889
$2,212,886

$1,450,276
$2,228,673

$1,414,663
$2,165,661

$1,405,373
$2,183,770

Estimated Total (excludes MWD pass through)(4)

$2,124,092

$2,352,903

$2,368,689

$2,307,658

$2,325,670

$228,811

$244,597

$183,566

$201,578

(7)

Estimated Impact of Desalination
Scenario Variance (Max minus Min)
Scenario Variance as a Percent of Baseline

$61,031
2.87%

(1)

Scenarios based on desalination production of 48,000 acre feet and an estimated price of $2,350 per acre foot.
IAC is based on meter equivalents, rounded to the nearest whole meter, as of 12/31/2011 and has been calculated on an annual basis.
(3)
Stand‐By Reliability Charge allocation is based on each agency's non‐concurrent maximum year of demand over the last 10 years (see Allocation of
Carlsbad Fixed Desalination Cost based on Maximum M&I Sales to Member Agencies table).
(4)
Estimated amount does not include MWD's pass through rates and charges (Readiness‐to‐Serve Charge and MWD Capacity Charge).
(5)
Member agency water sales are based on regional sales projections for CY 2013.
(6)
Includes agricultural deliveries to provide a cost comparison relevant to CY 2016 at which time the permanent Special Agricultural Water Rate Program
is expected to be in place.
(7)
Estimated Impact of Desalination is the difference between the estimated total for each scenario and the baseline.
(2)
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Incorporating Carlsbad Seawater Desalination
Project into SDCWA Rates and Charges

Administrative & Finance Committee Meeting
August 23, 2012
1
1
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What Makes Up the Cost of Desalination?
• Direct costs associated with Plant and Conveyance
Pipeline
– Poseidon’s unit price for production of treated water
– Unit price for conveyance to Second Aqueduct (PL 3)

• Indirect costs associated with improvements to existing
Water Authority owned facilities
– Capital cost of distribution improvements
• Pipeline 3 Relining and rehabilitation
• Twin Oaks WTP modifications

• Twin Oaks WTP operational impact
– Reduced utilization of plant
• Higher unit cost due to inefficiencies
3
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What Are the Basic Rate Setting
Principles?
• Satisfy revenue requirements
– Generate sufficient revenues to pay costs
– Meet bond covenants and Board policies for debt
service coverage and reserves

• Cost allocation
– Costs are carefully allocated to rate categories

• Ratepayer equity
– Ratepayers pay for the services they receive
– No free ridership
4
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Water Authority Rate and Charge
Objectives
• Cost efficiency
– Relates to maintaining the lowest possible cost to
ratepayers

• Predictable rates
– Providing stable rates and charges for customers to
effectively plan with

• Intergenerational equity
– Helps ensure ratepayers that benefit from an asset pay
for it
5
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3 Steps of Cost of Service
Applied to Water Authority Rate Setting

Determine revenue
requirements

Debt Service
Pay‐As‐You‐Go capital
Operating costs
Water Purchases
Reserves‐Coverage Ratios

Allocate to service
function

1.
2.
3.
4.
5.

Supply
Treatment
Storage
Transportation
Customer Service

Allocate to
customer, based on
benefits received

•Non‐commodity Charges
•Commodity Charges
(based on water
delivered)

6
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Existing Rate Setting Policy
• In adopting rates and charges for 2013
– $760 Million in expenses was applied to rates and charges
• Non commodity charge revenue collection: $246 Million
• Commodity Based charges: $514 Million

• Costs related to approximately 50 individual capital
projects were allocated to appropriate service
categories
– Transportation, Storage, Supply , Customer Service, Treatment
– Over $40 Million in operating costs were categorized and
allocated to service categories
– Revenue for all expenses were collected though combination of
non‐commodity and commodity based charges in accordance
with existing policy
7
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Existing Rate Setting Policy
• Non Commodity Charges
– Capital Facilities Only
• Stand –By Parcel Charge , Capacity Charges

– Capital and Operating (Unrestricted)
• Property tax, Infrastructure Access Charge (IAC)

– IAC ( Board Resolution 2001‐26)
• “ The Infrastructure Access Charge shall be adjusted each year to
maintain an estimated income when combined with estimated
income from taxes and stand‐by charges sufficient to pay at least
25% of the Authority’s annual fixed costs”
• “includes principal and interest on debt and eighty percent of all
operation and maintenance costs”
8
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Existing Rate Setting Policy
• Commodity Charges
– After application of non commodity charge revenue
remaining expenses are applied to the appropriate service
charge e.g.;
• Pipelines = Transportation Charge
• ESP/CSP= Storage Charge
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Charge

Method of Collection

Melded Supply Charge

Per acre foot of water
purchased

Transportation Charge

Per acre foot of water
purchased

Customer Service

Fixed charge allocated based
upon share of 3-year average
deliveries

Storage

Fixed Charge based upon share
of 3-year average M&I
deliveries

Melded Treatment

Per acre foot of water
purchased
37 of 58

9

3 Steps of Cost of Service
Applied to Carlsbad Desalination
Determine revenue
requirements

Cost of:
•Poseidon water price
•New Conveyance Pipeline
•P3 rehab
•Twin Oaks improvements
•Twin Oaks inefficiency

Allocate to service
function

1.
2.
3.
4.

Supply
Treatment
Storage
Transportation

Allocate to
customer, based on
benefits received

•Water taken (per AF)
•Ability to take water

10
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Desal Allocated into Rate Categories
• Application of Adopted Board policies and existing rate setting
practices Conveyance, Pipeline and Twin Oaks improvements
– Non‐commodity charges are applied per Board Policy
– Allocation to Transportation Charge: New Desalinated Water
Conveyance Pipeline, P3 relining and rehabilitation and improvements
at TOVWTP Rate
– Melded Treatment Rate: Previous Board Policy determined a treated
water benefit from desalination was to be collected from treated water
customers

• Focus of Board Discussion
– Provide direction to staff on valuation of treatment benefit
– Determine appropriateness of adding a fixed charge to collect a portion
of revenues allocated to supply service category
11
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Recent Discussion on Incorporating
Carlsbad Desalination into Rates & Charges
Board
• April 19 , 2012 Special Board Meeting
• June 28, 2012 Regular Board Meeting
• July 12, Special Board Meeting
Member Agencies
• July 17, 2012 Member Agency Managers
• August 14, 2012 Member Agency Managers /
Finance Officers
12
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Rate Analysis Assumptions
• Rates shown are for illustrative purposes only
– Based on high estimates of Carlsbad Project costs
• Assumes Annual Minimum of 48,000 AF

• Alternatives revised to address Board and member agency
comments and input at previous meetings
– No longer allocating a portion of revenue requirement to
storage charge
– Allocating Twin Oaks ineffiencies to treated water customers
• More appropriately assigned to the treated water benefit

– No longer allocating potential fixed charge component of
supply by retail equivalent meters.
• Considered to have disproportionate impact on some agencies
relative to their use of supply, e.g.; commercial industrial versus
large irrigators
13
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Rate Analysis Assumptions
• Estimated Rate Impacts are based on “what if”
Carlsbad Desalination had been added to 2013 rates
and charges
• All values expressed as 2012 dollars
• Conservative estimate of water sales at 466,000 AF for 2013
• (2016 sales forecasted at 520,000 AF)
• All Water Authority rates are 2013 amounts
• MWD Tier 1 2013 Untreated rate of $593/AF
Rates and cost numbers rounded for example purposes
14
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The Water Unit Price with Conveyance and
Water Authority Improvements
Debt Service
Charge

Equity
Charge

Fixed
O&M

Var. O&M

Fixed Costs

Fix. Elec

$1,172 ‐ $1,327

Variable Costs

$515 ‐ $530
Variable
Electricity
$268 ‐ $302
Conveyance

Conveyance

$70 ‐ $87
Water Authority
Improvements

Indirect Costs

$37 ‐ $83

TO Ineff.
$2,062 ‐ $2,329

Twin Oaks
Inefficiencies

Total
15
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Total Unit Cost of Carlsbad Desalination
Applied to Rates and Charges
Total Unit Cost
(High Range)

$2,350/AF

Allocated to
Non‐Commodity
Charges

$500/AF
(25% to IAC)
+$ 2.20 per meter
equivalent

Allocate to
Transportation
Charge

Remaining cost
to treatment
and supply

$300/AF
• New pipeline
• P3 improvements
• Twin Oaks
Improvements
• Rate Impact =
+$30/AF

$1,550/AF

16
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Alternative 1a:
Valuation of Treatment Benefit of Desalination
– Desalinated Water meets all state

and federal standards for drinking
water

– Treated Water Surcharge is the

amount treated water customers
pay above what untreated
customers pay

– Twin Oaks inefficiencies are a

declining cost that varies year to
year and attributable to treated
water service

– Alternative 1a method of valuing

treatment benefit

a) 2013 Treated Water Surcharge
Plus TOVWTP inefficiencies
($250/AF + $83/AF =$333/AF)
17
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Alternative 1b:
Water Quality Benefit Valuation
– Desalinated Water is a treated

water supply that is delivered to
treated water customers only
– Desalinated water is 40% ‐50%

lower in salinity than imported
water from MWD
– Treated water customers are the

only beneficiaries of improved
water quality

18
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Alternative 1b:
Water Quality Benefit Valuation (continued)
Proposed Valuation Method:
– Identify the cost of desalting imported

water at Twin Oaks
Brackish RO plant size – 40 MGD, blended with 60 MGD
imported water at TOVWTP
Estimated Costs (subject to additional confirmation)
• Capital – $68M
• O&M (ex. Power) ‐ $4.6M
• O&M (power) ‐ $1.95M
• Assumed Production at TOVWTP with Carlsbad Desal:
77,000 AFY
Water Quality Benefit = $140/AF
– Comparable to salt credit of $100/AF on imported water
identified in USBR Salinity Management Study and City
of San Diego RWS
•

Alternative 1(b) methodology : ($250/AF + $140/AF=
$390/AF )
– Assumes Twin Oaks inefficiencies
– Twin Oaks Inefficiency will reduce over time
– Treated Water Surcharge will increase over time
19
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Scenario #1a: Existing Rates & Charges
Treatment Benefit Alternative (a)
Desal Cost
$1,550/AF

+$65/AF‐
Untreated
+$85/AF‐Treated

Treatment
Benefit
$330/AF
$250/AF
treatment
surcharge plus
$83/AF TOVWTP
inefficiency.

Paid on
water
treated

+$20/AF on
Melded
Treatment
surcharge
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Benefit
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$1,220/AF

Paid for
water used

Melded Supply Rate
Impact after
subtracting MWD
water cost
+$65/AF

20

Scenario #1b: Existing Rates & Charges
Treatment Benefit Alternative (b)
Total Desal
Cost
$1,550/AF

+$58/AF‐
Untreated
+$92/AF‐Treated

Treatment
Benefit
$390/AF
$250/AF
treatment
surcharge plus
$140/AF Water
Quality Benefit

Paid on
water
treated

+$34/AF on
Melded
Treatment
surcharge
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$1,160/AF

Paid for
water used

Melded Supply Rate
Impact after
subtracting MWD
water cost
+$58/AF

21

Calculating a Stand‐By Supply Benefit
of Desalination
Stand-by
Supply Fixed
Charge
Methodology

Description

Result

Percent of total
supply benefit
allocated to
fixed charge

2010 IRP – Dry
Year GapExisting Supply &
Storage

Shortages 59% of the
time without
additional supply
development

2010 IRP-Dry
Year GapCore Resources
Strategy

Shortages 20% if
additional imported
and local supplies are
developed

Weighting an MWD
Do not weight for
supply gap for its 44MWD percentage of
47% of total 2030
total supply
SDCWA supply

25%

20%

MWD Estimate
of frequency of
storage takes

Present Value of Price
Differential
Carlsbad Desal:
MWD Rates

7 out of 10 years
core SWP and CR
supplies insufficient
to meet demand

MWD rates projected to
increase 6% per year.
Additional $200/AF for
Bay-Delta Fix in 2021.
Carlsbad Desalination
estimated to increase at
2.5% per year`

Use as an indicator
of potential
shortage. Discount
for 45% of total
SDCWA supply in
2030

Present Value discounted
for inflation provides
average price differential
through 2031 of $247/AF

30%

20%
22
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Allocating a Stand‐By Reliability Charge
• How to determine the level of demand the Water Authority
must be able to serve?
– Capacity to take water
– Historical water use

• Historical water use more accurately links the stand‐by benefit
to an amount of water to be served
– More consistent with policy positions taken at MWD related to LADWP
intermittent peak use of supplies
– Does not disproportionately effect agencies with meters disproportionate to
water use

• Staff proposes that the non‐concurrent maximum year of
demand on the Water Authority is the best indicator of an
agency’s stand‐by benefit
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Los Angeles DWP demands on MWD FY2002‐FY2011
490,000

AF

422,314

440,000

431,998

372,964
390,000

363,866

367,544

340,000
Average
313,665 AF

293,207

290,000

260,667

250,667
240,000
207,064
190,000

166,365

140,000
90,000
40,000
2002
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2008

2009

2010

2011

Identifying the non‐concurrent maximum year of
demand on the Water Authority
Allocation of Carlsbad Fixed Desalination Cost based on Maximum M&I Sales to Member Agencies 1,2
in Acre‐Feet
(FY 2002 ‐ FY 2011)
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.

FY 2002
19,448
1,354
23,011
9,072
42,447
5,119
5,187
29,217
20,475
35,457
15,489
94
14,576
9,877
8,800
7,902
240,277
5,184
8,572
17,954
14,787
9,948
18,846
43
563,135

FY 2003
19,331
1,285
24,066
8,873
39,932
4,669
6,216
27,724
20,131
34,415
14,549
96
13,754
17,285
9,994
7,344
212,674
5,542
9,934
19,388
14,827
9,916
20,385
49
542,377

FY 2004
20,282
1,401
24,542
9,086
32,693
4,962
2,863
29,582
21,621
39,450
15,208
70
14,194
10,551
7,031
8,072
224,512
5,762
10,985
10,111
16,530
11,112
22,789
100
543,510

FY 2005
19,390
1,324
19,754
8,637
30,500
4,140
2,342
29,543
19,720
37,943
14,030
52
12,434
8,573
6,052
7,113
190,993
4,749
8,868
8,922
15,989
9,333
20,553
66
481,016

FY 2006
20,370
1,312
18,472
9,684
29,423
3,998
1,525
28,739
21,270
41,335
14,988
57
14,432
9,755
8,152
7,654
195,756
6,276
11,116
6,220
17,090
10,368
13,033
61
491,085

FY 2007
21,212
1,443
23,880
9,850
39,818
4,679
2,580
31,283
23,513
41,856
15,220
72
15,425
10,536
6,734
7,881
230,472
6,052
11,286
9,469
19,240
11,294
18,267
46
562,110

FY 2008
20,579
1,231
22,478
9,903
40,698
4,328
2,656
30,307
24,347
37,953
15,084
75
14,455
10,516
9,977
7,585
218,834
4,135
9,063
12,482
18,634
10,667
20,646
59
546,691

FY 2009
19,532
1,202
17,859
9,433
35,343
3,867
2,683
29,015
22,836
34,674
13,913
83
14,272
13,328
5,958
7,120
201,885
3,837
7,933
10,376
17,519
10,563
15,467
102
498,796

FY 2010
17,114
1,129
16,725
8,636
28,903
3,332
3,001
24,213
19,706
31,158
11,683
66
10,023
14,098
5,501
6,014
186,911
2,156
5,616
11,560
15,233
9,605
15,269
58
447,708

FY 2011
15,785
1,088
9,764
8,267
19,192
3,251
1,213
21,144
18,320
29,852
10,955
51
10,856
11,777
3,986
5,533
168,158
1,901
4,069
5,296
14,596
9,246
10,783
54
385,136

25
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Scenario #2: Treatment (a) Transportation and Supply with
Stand‐By Reliability Charge linked to Maximum Imported
Water Demand
Total Desal
Cost
$1,550/AF

Treatment
Charge
$330/AF
Paid on water
treated

Total Rate Impact
$40/AF‐untreated
$60/AF‐Treated

Supply
Charge
$1,220/AF
Portion paid for
water actually used
$975/AF

+$20 /AF Treatment
Surcharge

$20 /AF average fixed
stand‐by charge on
firm deliveries

Stand‐By Reliability
Charge
$20/AF
Average of non‐
concurrent Maximum
Deliveries
Melded Supply Rate
Impact after
subtracting MWD
water cost
+40/AF
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Scenario #2: Treatment (b) Transportation and Supply with
Stand‐By Reliability Charge linked to Maximum Imported
Water Demand
Total Desal
Cost
$1,550/AF

Treatment
Benefit
$390/AF
Paid on water
treated

Total Rate Impact
$30/AF‐untreated
$64/AF‐Treated
$18 /AF average fixed
stand‐by charge on
firm deliveries

+$34 /AF
Treatment
Surcharge

Supply
Charge
$1,160/AF
Portion paid for
water actually used
$930/AF
Stand‐By Reliability
Charge
$18/AF
Average of non‐
concurrent Maximum
Deliveries

Melded Supply Rate
Impact after subtracting
MWD water cost
+$30/AF
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Summary of Issues Requiring Board Direction
• Issues under discussion with Board and member agencies represent
approximately 15% of the total cost of Carlsbad Desalination
– Valuation of Treatment Benefit of Desalination
• Allocation of treatment costs represents 5% of total unit cost of Carlsbad
Desalination Project
• Difference between both methodologies is $14 per AF on Treated Water Surcharge
• Total cost to treated water customers will decline over time as production at Twin
Oaks increases from expansion of service area and increased demand
• Total Treated water surcharge will go up over time unrelated to Carlsbad Desalination

– Adoption of a fixed charge to supplement melded supply rate
• Collecting 20% of supply revenue through a new fixed charge represents 10% of the
total unit cost of Carlsbad Desalination
• All –In rate impact is $15‐$20 per acre foot (All –in 2013 rates= UNTR: $1,003/AF
R: $1,259/AF)
• More equitably collects revenue for stand‐by benefit of new highly reliable supply
• Use of 10 year maximum demand is strong indicator of level of reliance on Water
Authority
• Consistent with policy positions taken at MWD on free ridership
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Next Steps
• Continue to refine alternative structures based on Board
direction
• Analyze with final costs when Draft WPA is released
• Member Agency Meeting on September 18th
• Return to Board at September Regular and October
Special Meeting
• Meet with member agencies in October
• Seek adoption of preferred structure at October 25th
Board Meeting

29
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Discussion

30
30
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Attachment B

Update to the Financial Impact of the Carlsbad Desalination Project
At meetings of the Board of Directors on October 11 and 25, staff was requested to develop
additional rate structure alternatives for incorporating the cost of the desalination project
(Project). This document provides a description of the requested alternatives and cost impact
to the member agencies. Also included are two alternatives utilizing the existing rates and
charges structure which were presented to the Board but not part of the original four
alternatives given to the member agencies.
Existing Structure – Utilizes Existing Rates and Charges
The Project costs are integrated into the Water Authority’s existing rates and charges. The IAC
is applied to this scenario and results in a $2.20 increase per meter equivalent per month. The
treatment rate is not impacted by the Project costs and the costs associated with the Twin Oaks
inefficiencies are allocated to supply. The conveyance costs are allocated to transportation.
The impact of desalination on the transportation and supply rates are listed below:



Transportation ‐ $33/AF increase
Melded Supply ‐ $72/AF increase

Scenario 4 – Existing Rates and Charges with Proposed Standby Reliability Charge (PSRC),
Advanced Treatment Recovery and Supply Cost Set to IID Transfer Water Cost
Under this scenario the supply cost of desalinated water is set to the current Imperial Irrigation
District (IID) water transfer costs. The PSRC is applied to the supply cost. The IAC is applied and
results in a $2.20 increase per meter equivalent per month. The remaining costs are allocated
to treatment including costs associated with the Twin Oaks inefficiencies. The impact of the
Project costs on the PSRC, transportation rate, supply rate and treatment rate are listed below:
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Transportation ‐ $33/AF increase
Melded Treatment ‐ $66/AF increase
Melded Supply ‐ $23/AF increase
PSRC ‐ $9.8 million allocated using each agency’s pro rata share maximum M&I
(firm water) sales over the last ten years ($9.8 million equals 20% of 48,000 AF
multiplied by $1,026/AF)
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Requested Alternatives for the Financial Impact of the Carlsbad Desalination
Project
Requested Alternative 1 – Enhanced IAC (at least 30% of fixed costs)
The Project costs are integrated into the Water Authority’s existing water rates and charges but
the IAC methodology is modified. Under this scenario the allocation of fixed charges to the IAC
increases from 25% to 30%. This change impacts not only the cost allocation of the Project, but
also the allocation of existing fixed costs (i.e. non‐Project costs); therefore, the impact is
twofold. 1) The allocation of existing fixed charges to the IAC is increased, and 2) the allocation
of Project costs to the IAC is increased. By increasing the IAC, the non‐commodity revenues
increase which effectively mitigates the magnitude of the water rate and charge increases.
Other than the change in the IAC methodology the other assumptions are the same as Scenario
1b, provided in the August analysis, which uses the enhanced treatment cost recovery. The
impact of the desalination costs on the supply, treatment and transportation rates and the IAC
are listed below:





Transportation ‐ $24/AF increase
Melded Treatment ‐ $33/AF increase
Melded Supply ‐ $47/AF increase
IAC increase of $3.60/ME/Month

Requested Alternative 2 – Existing Rates and Charges with Modified IAC and Supply Cost Set
to Melded Supply Rate
This alternative integrates the Project costs into the Water Authority’s existing rates and
charges and reduces the recovery of fixed project cost from 25% to 12% through a modified IAC
methodology. Under this option the supply cost of desalinated water is set to the current
melded supply rate and the conveyance costs are allocated to transportation. The remaining
Project costs are applied to the treatment rate. The estimated impact of the desalination costs
on the treatment and transportation rates and the IAC are listed below:




Transportation ‐ $33/AF increase
Melded Treatment ‐ $187/AF increase
IAC increase of $1.24/ME/Month

Note: This approach under recovers desalination costs by $6.8 million
Requested Alternative 3 – Desalination Recovery on the Transportation and Melded Supply
Rate
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Under this alternative, the Project costs are integrated into the Water Authority’s
transportation and melded supply rates. Conveyance costs are allocated to transportation with
all remaining cost allocated to the supply rate. There are no costs allocated to treatment or
IAC. The impacts of desalination on the transportation and supply rates are listed below:



Transportation ‐ $33/AF increase
Melded Supply ‐ $163/AF increase

Note: This approach over recovers desalination costs by $12.3 million dollars.
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Alternative Methodology for Desalination Cost Recovery
(FOR ILLUSTRATIVE PURPOSES ONLY)
Addition of Carlsbad Plan and Pipeline(1)

Carlsbad M.W.D.
Existing
Structure

Requested
Alternative 1(2)

Scenario 4

Requested
Alternative 2(3)(4)

Requested
Alternative 3(3)(4)

Fixed Charges
Annual IAC(5)
Customer Service Charge
Storage Charge
Stand‐By Reliability Charge(6)

$2,102,444
$947,882
$2,373,186

$2,102,444
$947,882
$2,373,186

$2,708,383
$876,073
$2,207,615

$1,684,797
$947,882
$2,373,186

$1,148,234
$947,882
$2,373,186

$345,128
(7)

Estimated Fixed Charges Subtotal
Variable Charges(8)

$5,423,512

$5,768,639

$5,792,070

$5,005,865

$4,469,302

Transportation Charge
Treatment Charge
Melded Supply Charge(9)
Estimated Variable Charges Subtotal

$2,168,059
$4,416,128

$2,168,059
$5,540,590

$2,018,980
$4,978,359

$2,173,563
$7,641,972

$2,159,496
$4,416,128

$13,563,454
$20,147,641

$12,721,956
$20,430,606

$13,131,143
$20,128,482

$12,316,857
$22,132,392

$14,907,857
$21,483,482

Estimated Total (excludes MWD pass through)(7)

$25,571,153

$26,199,245

$25,920,552

$27,138,257

$25,952,784

$3,392,661

$3,094,973

$4,312,677

$3,127,204

Estimated Impact of Desalination(10)

$2,764,569
Scenario Variance (Max minus Min)(11)
Scenario Variance as a Percent of Baseline
Scenario Variance as a Percent of Baseline for Scenarios 1a, 1b, 2a, and 2b

$1,548,109
6.79%
0.74%

(1)

Scenarios based on desalination production of 48,000 acre feet and an estimated price of $2,350 per acre foot.
Request for an alternative scenario made during the October 11,2012 Special Board Meeting.
(3)
Request for two additional scenarios made during the October 25, 2012 Board Meeting.
(4)
Alternative 2 creates a shortfall of $6.8 million and Requested Alternative 3 over collects $12.3 million .
(5)
IAC is based on meter equivalents, rounded to the nearest whole meter, as of 12/31/2011 and has been calculated on an annual basis.
(6)
Stand‐By Reliability Charge allocation is based on each agency's non‐concurrent maximum year of demand over the last 10 years (see Allocation of Carlsbad
Fixed Desalination Cost based on Maximum M&I Sales to Member Agencies table).
(7)
Estimated amount does not include MWD's pass through rates and charges (Readiness‐to‐Serve Charge and MWD Capacity Charge).
(8)
Member agency water sales are based on regional sales projections for CY 2013.
(9)
Includes agricultural deliveries to provide a cost comparison relevant to CY 2016 at which time the permanent Special Agricultural Water Rate Program is
expected to be in place.
(10)
Estimated Impact of Desalination is the difference between the estimated total for each scenario and the baseline.
(11)
Includes Estimated Impact of Desalination from Scenarios 1a, 1b, 2a and 2b presented in the August 2012 analysis.
(2)
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Alternative Methodology for Desalination Cost Recovery
(FOR ILLUSTRATIVE PURPOSES ONLY)
City of Del Mar

Addition of Carlsbad Plan and Pipeline
Existing
Structure

Scenario 4

Requested
(2)
Alternative 1

(1)

Requested
Alternative 2(3)(4)

Requested
Alternative 3(3)(4)

Fixed Charges
Annual IAC(5)
Customer Service Charge
Storage Charge
(6)
Stand‐By Reliability Charge

$145,566
$61,350
$154,921

$145,566
$61,350
$154,921
$23,471

$187,520
$56,702
$144,112

$116,650
$61,350
$154,921

$79,500
$61,350
$154,921

Estimated Fixed Charges Subtotal(7)
(8)
Variable Charges

$361,837

$385,309

$388,334

$332,921

$295,771

$140,298
$0
$877,707
$1,018,005

$140,298
$0
$823,253
$963,550

$130,651
$0
$849,732
$980,382

$140,654
$0
$797,038
$937,692

$139,744
$0
$964,705
$1,104,448

$1,379,842

$1,348,859

$1,368,716

$1,270,613

$1,400,219

$152,234

$169,094

$70,991

$200,597

Transportation Charge
Treatment Charge
(9)
Melded Supply Charge
Estimated Variable Charges Subtotal
Estimated Total (excludes MWD pass through)
(10)

(7)

Estimated Impact of Desalination
$183,217
(11)
Scenario Variance (Max minus Min)
Scenario Variance as a Percent of Baseline
Scenario Variance as a Percent of Baseline for Scenarios 1a, 1b, 2a, and 2b

$129,607
10.83%
0.06%

(1)

Scenarios based on desalination production of 48,000 acre feet and an estimated price of $2,350 per acre foot.
Request for an alternative scenario made during the October 11,2012 Special Board Meeting.
(3)
Request for two additional scenarios made during the October 25, 2012 Board Meeting.
(4)
Alternative 2 creates a shortfall of $6.8 million and Requested Alternative 3 over collects $12.3 million .
(5)
IAC is based on meter equivalents, rounded to the nearest whole meter, as of 12/31/2011 and has been calculated on an annual basis.
(6)
Stand‐By Reliability Charge allocation is based on each agency's non‐concurrent maximum year of demand over the last 10 years (see Allocation of Carlsbad
Fixed Desalination Cost based on Maximum M&I Sales to Member Agencies table).
(7)
Estimated amount does not include MWD's pass through rates and charges (Readiness‐to‐Serve Charge and MWD Capacity Charge).
(8)
Member agency water sales are based on regional sales projections for CY 2013.
(9)
Includes agricultural deliveries to provide a cost comparison relevant to CY 2016 at which time the permanent Special Agricultural Water Rate Program is
expected to be in place.
(10)
Estimated Impact of Desalination is the difference between the estimated total for each scenario and the baseline.
(11)
Includes Estimated Impact of Desalination from Scenarios 1a, 1b, 2a and 2b presented in the August 2012 analysis.
(2)
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Alternative Methodology for Desalination Cost Recovery
(FOR ILLUSTRATIVE PURPOSES ONLY)
Addition of Carlsbad Plan and Pipeline(1)

City of Escondido
Existing
Structure

Scenario 4

Requested
Alternative 1(2)

Requested
Alternative 2(3)(4)

Requested
Alternative 3(3)(4)

Fixed Charges
Annual IAC(5)
Customer Service Charge
Storage Charge
Stand‐By Reliability Charge(6)

$2,030,534
$950,036
$1,995,881

$2,030,534
$950,036
$1,995,881

Estimated Fixed Charges Subtotal(7)
Variable Charges(8)

$4,976,451

Transportation Charge
Treatment Charge
Melded Supply Charge(9)
Estimated Variable Charges Subtotal
Estimated Total (excludes MWD pass through)(7)
Estimated Impact of Desalination

$2,615,748
$878,064
$1,856,633

$1,627,172
$950,036
$1,995,881

$1,108,961
$950,036
$1,995,881

$5,375,756

$5,350,445

$4,573,089

$4,054,878

$2,127,904
$0

$2,127,904
$0

$1,981,586
$0

$2,133,306
$0

$2,119,500
$0

$13,312,242
$15,440,146

$12,486,331
$14,614,235

$12,887,939
$14,869,525

$12,088,734
$14,222,040

$14,631,746
$16,751,246

$20,416,597

$19,989,991

$20,219,970

$18,795,129

$20,806,124

$2,271,796

$2,467,821

$1,042,981

$3,053,975

$399,306

(10)

$2,698,402
Scenario Variance (Max minus Min)(11)
Scenario Variance as a Percent of Baseline
Scenario Variance as a Percent of Baseline for Scenarios 1a, 1b, 2a, and 2b

$2,010,995
11.35%
0.87%

(1)

Scenarios based on desalination production of 48,000 acre feet and an estimated price of $2,350 per acre foot.
Request for an alternative scenario made during the October 11,2012 Special Board Meeting.
(3)
Request for two additional scenarios made during the October 25, 2012 Board Meeting.
(4)
Alternative 2 creates a shortfall of $6.8 million and Requested Alternative 3 over collects $12.3 million .
(5)
IAC is based on meter equivalents, rounded to the nearest whole meter, as of 12/31/2011 and has been calculated on an annual basis.
(6)
Stand‐By Reliability Charge allocation is based on each agency's non‐concurrent maximum year of demand over the last 10 years (see Allocation of Carlsbad
Fixed Desalination Cost based on Maximum M&I Sales to Member Agencies table).
(7)
Estimated amount does not include MWD's pass through rates and charges (Readiness‐to‐Serve Charge and MWD Capacity Charge).
(8)
Member agency water sales are based on regional sales projections for CY 2013.
(9)
Includes agricultural deliveries to provide a cost comparison relevant to CY 2016 at which time the permanent Special Agricultural Water Rate Program is
expected to be in place.
(10)
Estimated Impact of Desalination is the difference between the estimated total for each scenario and the baseline.
(11)
Includes Estimated Impact of Desalination from Scenarios 1a, 1b, 2a and 2b presented in the August 2012 analysis.
(2)
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Alternative Methodology for Desalination Cost Recovery
(FOR ILLUSTRATIVE PURPOSES ONLY)
Addition of Carlsbad Plan and Pipeline(1)

Fallbrook P.U.D
Existing
Structure

Scenario 4

Requested
Alternative 1(2)

Requested
Alternative 2(3)(4)

Requested
Alternative 3(3)(4)

Fixed Charges
Annual IAC(5)
Customer Service Charge
Storage Charge
Stand‐By Reliability Charge(6)

$677,175
$726,020
$1,166,871

$677,175
$726,020
$1,166,871

$872,341
$671,018
$1,085,461

$542,655
$726,020
$1,166,871

$369,834
$726,020
$1,166,871

$161,128
(7)

Estimated Fixed Charges Subtotal
Variable Charges(8)

$2,570,066

$2,731,193

$2,628,821

$2,435,546

$2,262,725

Transportation Charge
Treatment Charge
Melded Supply Charge(9)
Estimated Variable Charges Subtotal

$295,338
$3,328,998

$295,338
$4,176,649

$275,030
$3,752,824

$296,087
$5,760,728

$294,171
$3,328,998

$10,224,503
$13,848,839

$9,590,160
$14,062,146

$9,898,616
$13,926,469

$9,284,785
$15,341,600

$11,237,952
$14,861,121

Estimated Total (excludes MWD pass through)(7)

$16,418,905

$16,793,339

$16,555,290

$17,777,146

$17,123,846

$1,698,291

$1,517,182

$2,739,038

$2,085,738

Estimated Impact of Desalination(10)

$1,323,856
Scenario Variance (Max minus Min)(11)
Scenario Variance as a Percent of Baseline
Scenario Variance as a Percent of Baseline for Scenarios 1a, 1b, 2a, and 2b

$1,415,826
9.38%
1.62%

(1)

Scenarios based on desalination production of 48,000 acre feet and an estimated price of $2,350 per acre foot.
Request for an alternative scenario made during the October 11,2012 Special Board Meeting.
(3)
Request for two additional scenarios made during the October 25, 2012 Board Meeting.
(4)
Alternative 2 creates a shortfall of $6.8 million and Requested Alternative 3 over collects $12.3 million .
(5)
IAC is based on meter equivalents, rounded to the nearest whole meter, as of 12/31/2011 and has been calculated on an annual basis.
(6)
Stand‐By Reliability Charge allocation is based on each agency's non‐concurrent maximum year of demand over the last 10 years (see Allocation of Carlsbad
Fixed Desalination Cost based on Maximum M&I Sales to Member Agencies table).
(7)
Estimated amount does not include MWD's pass through rates and charges (Readiness‐to‐Serve Charge and MWD Capacity Charge).
(8)
Member agency water sales are based on regional sales projections for CY 2013.
(9)
Includes agricultural deliveries to provide a cost comparison relevant to CY 2016 at which time the permanent Special Agricultural Water Rate Program is
expected to be in place.
(10)
Estimated Impact of Desalination is the difference between the estimated total for each scenario and the baseline.
(11)
Includes Estimated Impact of Desalination from Scenarios 1a, 1b, 2a and 2b presented in the August 2012 analysis.
(2)
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Alternative Methodology for Desalination Cost Recovery
(FOR ILLUSTRATIVE PURPOSES ONLY)
Addition of Carlsbad Plan and Pipeline(1)

Helix W.D.
Existing
Structure

Scenario 4

Requested
Alternative 1(2)

Requested
Alternative 2(3)(4)

Requested
Alternative 3(3)(4)

Fixed Charges
Annual IAC(5)
Customer Service Charge
Storage Charge
Stand‐By Reliability Charge(6)

$3,756,718
$1,536,497
$3,879,957

$3,756,718
$1,536,497
$3,879,957

Estimated Fixed Charges Subtotal(7)
Variable Charges(8)

$9,173,172

Transportation Charge
Treatment Charge
Melded Supply Charge(9)
Estimated Variable Charges Subtotal
Estimated Total (excludes MWD pass through)(7)
Estimated Impact of Desalination

$4,839,431
$1,420,096
$3,609,263

$3,010,453
$1,536,497
$3,879,957

$2,051,704
$1,536,497
$3,879,957

$9,863,782

$9,868,789

$8,426,907

$7,468,158

$3,055,782
$18,483

$3,055,782
$23,190

$2,845,661
$20,836

$3,063,539
$31,985

$3,043,712
$18,483

$19,117,075
$22,191,340

$17,931,023
$21,009,994

$18,507,753
$21,374,250

$17,360,053
$20,455,577

$21,011,951
$24,074,147

$31,364,511

$30,873,776

$31,243,039

$28,882,484

$31,542,305

$4,256,633

$3,765,898

$4,005,564

$1,645,009

$4,304,830

$690,610

(10)
(11)

Scenario Variance (Max minus Min)
Scenario Variance as a Percent of Baseline
Scenario Variance as a Percent of Baseline for Scenarios 1a, 1b, 2a, and 2b

$2,659,821
9.81%
1.32%

(1)

Scenarios based on desalination production of 48,000 acre feet and an estimated price of $2,350 per acre foot.
Request for an alternative scenario made during the October 11,2012 Special Board Meeting.
(3)
Request for two additional scenarios made during the October 25, 2012 Board Meeting.
(4)
Alternative 2 creates a shortfall of $6.8 million and Requested Alternative 3 over collects $12.3 million .
(5)
IAC is based on meter equivalents, rounded to the nearest whole meter, as of 12/31/2011 and has been calculated on an annual basis.
(6)
Stand‐By Reliability Charge allocation is based on each agency's non‐concurrent maximum year of demand over the last 10 years (see Allocation of Carlsbad
Fixed Desalination Cost based on Maximum M&I Sales to Member Agencies table).
(7)
Estimated amount does not include MWD's pass through rates and charges (Readiness‐to‐Serve Charge and MWD Capacity Charge).
(8)
Member agency water sales are based on regional sales projections for CY 2013.
(9)
Includes agricultural deliveries to provide a cost comparison relevant to CY 2016 at which time the permanent Special Agricultural Water Rate Program is
expected to be in place.
(10)
Estimated Impact of Desalination is the difference between the estimated total for each scenario and the baseline.
(11)
Includes Estimated Impact of Desalination from Scenarios 1a, 1b, 2a and 2b presented in the August 2012 analysis.
(2)
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Alternative Methodology for Desalination Cost Recovery
(FOR ILLUSTRATIVE PURPOSES ONLY)
Addition of Carlsbad Plan and Pipeline(1)

Lakeside W.D.
Existing
Structure

Scenario 4

Requested
Alternative 1(2)

Requested
Alternative 2(3)(4)

Requested
Alternative 3(3)(4)

Fixed Charges
Annual IAC(5)
Customer Service Charge
Storage Charge
Stand‐By Reliability Charge(6)

$459,990
$187,928
$473,331

$459,990
$187,928
$473,331

$592,562
$173,691
$440,308

$368,614
$187,928
$473,331

$251,220
$187,928
$473,331

$1,204,530

$1,121,249

$1,206,561

$1,029,873

$912,479

$439,971
$878,746

$439,971
$1,102,497

$409,718
$990,621

$441,088
$1,520,642

$438,234
$878,746

Melded Supply Charge(9)
Estimated Variable Charges Subtotal

$2,752,476
$4,071,193

$2,581,708
$4,124,177

$2,664,746
$4,065,085

$2,499,500
$4,461,230

$3,025,300
$4,342,279

Estimated Total (excludes MWD pass through)(7)

$5,192,441

$5,328,706

$5,271,647

$5,491,102

$5,254,758

$576,152

$712,417

$644,063

$863,519

$627,174

$83,281

Estimated Fixed Charges Subtotal(7)
Variable Charges(8)
Transportation Charge
Treatment Charge

Estimated Impact of Desalination(10)
(11)

Scenario Variance (Max minus Min)
Scenario Variance as a Percent of Baseline
Scenario Variance as a Percent of Baseline for Scenarios 1a, 1b, 2a, and 2b

$287,367
6.23%
0.84%

(1)

Scenarios based on desalination production of 48,000 acre feet and an estimated price of $2,350 per acre foot.
Request for an alternative scenario made during the October 11,2012 Special Board Meeting.
(3)
Request for two additional scenarios made during the October 25, 2012 Board Meeting.
(4)
Alternative 2 creates a shortfall of $6.8 million and Requested Alternative 3 over collects $12.3 million .
(5)
IAC is based on meter equivalents, rounded to the nearest whole meter, as of 12/31/2011 and has been calculated on an annual basis.
(6)
Stand‐By Reliability Charge allocation is based on each agency's non‐concurrent maximum year of demand over the last 10 years (see Allocation of
Carlsbad Fixed Desalination Cost based on Maximum M&I Sales to Member Agencies table).
(7)
Estimated amount does not include MWD's pass through rates and charges (Readiness‐to‐Serve Charge and MWD Capacity Charge).
(8)
Member agency water sales are based on regional sales projections for CY 2013.
(9)
Includes agricultural deliveries to provide a cost comparison relevant to CY 2016 at which time the permanent Special Agricultural Water Rate Program is
expected to be in place.
(10)
Estimated Impact of Desalination is the difference between the estimated total for each scenario and the baseline.
(11)
Includes Estimated Impact of Desalination from Scenarios 1a, 1b, 2a and 2b presented in the August 2012 analysis.
(2)
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Alternative Methodology for Desalination Cost Recovery
(FOR ILLUSTRATIVE PURPOSES ONLY)
Addition of Carlsbad Plan and Pipeline(1)

City of Oceanside
Existing
Structure

Scenario 4

Requested
Alternative 1(2)

Requested
Alternative 2(3)(4)

Requested
Alternative 3(3)(4)

Fixed Charges
Annual IAC(5)
Customer Service Charge
Storage Charge
Stand‐By Reliability Charge(6)

$3,237,395
$1,373,669
$3,340,795

$3,237,395
$1,373,669
$3,340,795

Estimated Fixed Charges Subtotal(7)
Variable Charges(8)

$7,951,859

Transportation Charge
Treatment Charge
Melded Supply Charge(9)
Estimated Variable Charges Subtotal
Estimated Total (excludes MWD pass through)(7)
Estimated Impact of Desalination

$4,170,436
$1,269,603
$3,107,716

$2,594,293
$1,373,669
$3,340,795

$1,768,080
$1,373,669
$3,340,795

$8,460,843

$8,547,755

$7,308,757

$6,482,544

$3,015,337
$1,588,250

$3,015,337
$1,992,660

$2,807,998
$1,790,455

$3,022,992
$2,748,416

$3,003,428
$1,588,250

$18,864,055
$23,467,642

$17,693,700
$22,701,697

$18,262,798
$22,861,250

$17,130,288
$22,901,696

$20,733,852
$25,325,530

$31,419,501

$31,162,541

$31,409,005

$30,210,453

$31,808,074

$3,987,164

$3,730,203

$3,895,900

$2,697,349

$4,294,969

$508,984

(10)
(11)

Scenario Variance (Max minus Min)
Scenario Variance as a Percent of Baseline
Scenario Variance as a Percent of Baseline for Scenarios 1a, 1b, 2a, and 2b

$1,597,620
5.82%
0.22%

(1)

Scenarios based on desalination production of 48,000 acre feet and an estimated price of $2,350 per acre foot.
Request for an alternative scenario made during the October 11,2012 Special Board Meeting.
(3)
Request for two additional scenarios made during the October 25, 2012 Board Meeting.
(4)
Alternative 2 creates a shortfall of $6.8 million and Requested Alternative 3 over collects $12.3 million .
(5)
IAC is based on meter equivalents, rounded to the nearest whole meter, as of 12/31/2011 and has been calculated on an annual basis.
(6)
Stand‐By Reliability Charge allocation is based on each agency's non‐concurrent maximum year of demand over the last 10 years (see Allocation of Carlsbad
Fixed Desalination Cost based on Maximum M&I Sales to Member Agencies table).
(7)
Estimated amount does not include MWD's pass through rates and charges (Readiness‐to‐Serve Charge and MWD Capacity Charge).
(8)
Member agency water sales are based on regional sales projections for CY 2013.
(9)
Includes agricultural deliveries to provide a cost comparison relevant to CY 2016 at which time the permanent Special Agricultural Water Rate Program is
expected to be in place.
(10)
Estimated Impact of Desalination is the difference between the estimated total for each scenario and the baseline.
(11)
Includes Estimated Impact of Desalination from Scenarios 1a, 1b, 2a and 2b presented in the August 2012 analysis.
(2)
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Alternative Methodology for Desalination Cost Recovery
(FOR ILLUSTRATIVE PURPOSES ONLY)
Addition of Carlsbad Plan and Pipeline(1)

Olivenhain M.W.D.
Existing
Structure

Scenario 4

Requested
Alternative 1(2)

Requested
Alternative 2(3)(4)

Requested
Alternative 3(3)(4)

Fixed Charges
Annual IAC(5)
Customer Service Charge
Storage Charge
Stand‐By Reliability Charge(6)

$1,631,042
$1,103,977
$2,734,577

$1,631,042
$1,103,977
$2,734,577

Estimated Fixed Charges Subtotal(7)
Variable Charges(8)

$5,469,596

Transportation Charge
Treatment Charge
Melded Supply Charge(9)
Estimated Variable Charges Subtotal
Estimated Total (excludes MWD pass through)(7)
Estimated Impact of Desalination

$2,101,120
$1,020,342
$2,543,792

$1,307,038
$1,103,977
$2,734,577

$890,782
$1,103,977
$2,734,577

$5,865,727

$5,665,254

$5,145,592

$4,729,336

$2,459,576
$283,162

$2,459,576
$355,262

$2,290,452
$319,212

$2,465,820
$490,002

$2,449,862
$283,162

$15,387,194
$18,129,932

$14,432,549
$17,247,387

$14,896,755
$17,506,419

$13,972,980
$16,928,802

$16,912,366
$19,645,389

$23,599,527

$23,113,114

$23,171,673

$22,074,395

$24,374,725

$2,794,040

$2,307,627

$2,497,398

$1,400,120

$3,700,450

$396,131

(10)
(11)

Scenario Variance (Max minus Min)
Scenario Variance as a Percent of Baseline
Scenario Variance as a Percent of Baseline for Scenarios 1a, 1b, 2a, and 2b

$2,300,330
11.06%
0.60%

(1)

Scenarios based on desalination production of 48,000 acre feet and an estimated price of $2,350 per acre foot.
Request for an alternative scenario made during the October 11,2012 Special Board Meeting.
(3)
Request for two additional scenarios made during the October 25, 2012 Board Meeting.
(4)
Alternative 2 creates a shortfall of $6.8 million and Requested Alternative 3 over collects $12.3 million .
(5)
IAC is based on meter equivalents, rounded to the nearest whole meter, as of 12/31/2011 and has been calculated on an annual basis.
(6)
Stand‐By Reliability Charge allocation is based on each agency's non‐concurrent maximum year of demand over the last 10 years (see Allocation of Carlsbad
Fixed Desalination Cost based on Maximum M&I Sales to Member Agencies table).
(7)
Estimated amount does not include MWD's pass through rates and charges (Readiness‐to‐Serve Charge and MWD Capacity Charge).
(8)
Member agency water sales are based on regional sales projections for CY 2013.
(9)
Includes agricultural deliveries to provide a cost comparison relevant to CY 2016 at which time the permanent Special Agricultural Water Rate Program is
expected to be in place.
(10)
Estimated Impact of Desalination is the difference between the estimated total for each scenario and the baseline.
(11)
Includes Estimated Impact of Desalination from Scenarios 1a, 1b, 2a and 2b presented in the August 2012 analysis.
(2)
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Alternative Methodology for Desalination Cost Recovery
(FOR ILLUSTRATIVE PURPOSES ONLY)
Addition of Carlsbad Plan and Pipeline(1)

Otay W.D.
Existing
Structure

Scenario 4

Requested
Alternative 1(2)

Requested
Alternative 2(3)(4)

Requested
Alternative 3(3)(4)

Fixed Charges
Annual IAC(5)
Customer Service Charge
Storage Charge
Stand‐By Reliability Charge(6)

$3,368,812
$1,723,779
$4,349,072

$3,368,812
$1,723,779
$4,349,072

Estimated Fixed Charges Subtotal(7)
Variable Charges(8)

$9,441,663

Transportation Charge
Treatment Charge
Melded Supply Charge(9)
Estimated Variable Charges Subtotal
Estimated Total (excludes MWD pass through)(7)
Estimated Impact of Desalination

$4,339,728
$1,593,190
$4,045,649

$2,699,605
$1,723,779
$4,349,072

$1,839,853
$1,723,779
$4,349,072

$10,122,661

$9,978,567

$8,772,456

$7,912,704

$4,048,623
$8,207,795

$4,048,623
$10,297,715

$3,770,233
$9,252,755

$4,058,901
$14,203,333

$4,032,633
$8,207,795

$25,328,328
$37,584,746

$23,756,920
$38,103,258

$24,521,033
$37,544,022

$23,000,439
$41,262,673

$27,838,861
$40,079,289

$47,026,410

$48,225,920

$47,522,588

$50,035,129

$47,991,992

$4,909,616

$6,109,126

$5,470,160

$7,982,700

$5,939,563

$680,998

(10)
(11)

Scenario Variance (Max minus Min)
Scenario Variance as a Percent of Baseline
Scenario Variance as a Percent of Baseline for Scenarios 1a, 1b, 2a, and 2b

$3,073,084
7.30%
0.64%

(1)

Scenarios based on desalination production of 48,000 acre feet and an estimated price of $2,350 per acre foot.
Request for an alternative scenario made during the October 11,2012 Special Board Meeting.
(3)
Request for two additional scenarios made during the October 25, 2012 Board Meeting.
(4)
Alternative 2 creates a shortfall of $6.8 million and Requested Alternative 3 over collects $12.3 million .
(5)
IAC is based on meter equivalents, rounded to the nearest whole meter, as of 12/31/2011 and has been calculated on an annual basis.
(6)
Stand‐By Reliability Charge allocation is based on each agency's non‐concurrent maximum year of demand over the last 10 years (see Allocation of Carlsbad
Fixed Desalination Cost based on Maximum M&I Sales to Member Agencies table).
(7)
Estimated amount does not include MWD's pass through rates and charges (Readiness‐to‐Serve Charge and MWD Capacity Charge).
(8)
Member agency water sales are based on regional sales projections for CY 2013.
(9)
Includes agricultural deliveries to provide a cost comparison relevant to CY 2016 at which time the permanent Special Agricultural Water Rate Program is
expected to be in place.
(10)
Estimated Impact of Desalination is the difference between the estimated total for each scenario and the baseline.
(11)
Includes Estimated Impact of Desalination from Scenarios 1a, 1b, 2a and 2b presented in the August 2012 analysis.
(2)
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Alternative Methodology for Desalination Cost Recovery
(FOR ILLUSTRATIVE PURPOSES ONLY)
Addition of Carlsbad Plan and Pipeline(1)

Padre Dam M.W.D.
Existing
Structure

Scenario 4

Requested
Alternative 1(2)

Requested
Alternative 2(3)(4)

Requested
Alternative 3(3)(4)

Fixed Charges
Annual IAC(5)
Customer Service Charge
Storage Charge
Stand‐By Reliability Charge(6)

$1,520,761
$692,356
$1,654,212

$1,520,761
$692,356
$1,654,212

Estimated Fixed Charges Subtotal(7)
Variable Charges(8)

$3,867,329

Transportation Charge
Treatment Charge

$1,959,055
$639,904
$1,538,801

$1,218,665
$692,356
$1,654,212

$830,552
$692,356
$1,654,212

$4,119,340

$4,137,761

$3,565,233

$3,177,120

$1,561,548
$3,061,709

$1,561,548
$3,841,300

$1,454,173
$3,451,504

$1,565,512
$5,298,191

$1,555,381
$3,061,709

Melded Supply Charge(9)
Estimated Variable Charges Subtotal

$9,769,099
$14,392,356

$9,163,009
$14,565,858

$9,457,727
$14,363,405

$8,871,236
$15,734,939

$10,737,408
$15,354,497

Estimated Total (excludes MWD pass through)(7)

$18,259,684

$18,685,197

$18,501,165

$19,300,172

$18,531,618

$1,994,122

$2,419,635

$2,217,542

$3,016,549

$2,247,995

$252,011

Estimated Impact of Desalination(10)
(11)

Scenario Variance (Max minus Min)
Scenario Variance as a Percent of Baseline
Scenario Variance as a Percent of Baseline for Scenarios 1a, 1b, 2a, and 2b

$1,022,427
6.29%
0.68%

(1)

Scenarios based on desalination production of 48,000 acre feet and an estimated price of $2,350 per acre foot.
Request for an alternative scenario made during the October 11,2012 Special Board Meeting.
(3)
Request for two additional scenarios made during the October 25, 2012 Board Meeting.
(4)
Alternative 2 creates a shortfall of $6.8 million and Requested Alternative 3 over collects $12.3 million .
(5)
IAC is based on meter equivalents, rounded to the nearest whole meter, as of 12/31/2011 and has been calculated on an annual basis.
(6)
Stand‐By Reliability Charge allocation is based on each agency's non‐concurrent maximum year of demand over the last 10 years (see Allocation of Carlsbad
Fixed Desalination Cost based on Maximum M&I Sales to Member Agencies table).
(7)
Estimated amount does not include MWD's pass through rates and charges (Readiness‐to‐Serve Charge and MWD Capacity Charge).
(8)
Member agency water sales are based on regional sales projections for CY 2013.
(9)
Includes agricultural deliveries to provide a cost comparison relevant to CY 2016 at which time the permanent Special Agricultural Water Rate Program is
expected to be in place.
(10)
Estimated Impact of Desalination is the difference between the estimated total for each scenario and the baseline.
(11)
Includes Estimated Impact of Desalination from Scenarios 1a, 1b, 2a and 2b presented in the August 2012 analysis.
(2)
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Alternative Methodology for Desalination Cost Recovery
(FOR ILLUSTRATIVE PURPOSES ONLY)
Addition of Carlsbad Plan and Pipeline(1)

Pendleton M.C.B.
Existing
Structure

Scenario 4

Requested
Alternative 1(2)

Requested
Alternative 2(3)(4)

Requested
Alternative 3(3)(4)

Fixed Charges
Annual IAC(5)
Customer Service Charge
Storage Charge
Stand‐By Reliability Charge(6)

$0
$3,609
$9,113

$0
$3,609
$9,113

Estimated Fixed Charges Subtotal(7)
Variable Charges(8)

$12,722

Transportation Charge
Treatment Charge
Melded Supply Charge(9)
Estimated Variable Charges Subtotal
Estimated Total (excludes MWD pass through)(7)
Estimated Impact of Desalination

$0
$3,335
$8,477

$0
$3,609
$9,113

$0
$3,609
$9,113

$14,289

$11,813

$12,722

$12,722

$7,629
$15,539

$7,629
$19,496

$7,104
$17,518

$7,648
$26,890

$7,599
$15,539

$47,726
$70,894

$44,765
$71,890

$46,205
$70,827

$43,340
$77,878

$52,457
$75,595

$83,616

$86,179

$82,639

$90,600

$88,317

$6,370

$8,933

$6,849

$14,810

$12,526

$1,567

(10)
(11)

Scenario Variance (Max minus Min)
Scenario Variance as a Percent of Baseline
Scenario Variance as a Percent of Baseline for Scenarios 1a, 1b, 2a, and 2b

$8,439
10.93%
1.07%

(1)

Scenarios based on desalination production of 48,000 acre feet and an estimated price of $2,350 per acre foot.
Request for an alternative scenario made during the October 11,2012 Special Board Meeting.
(3)
Request for two additional scenarios made during the October 25, 2012 Board Meeting.
(4)
Alternative 2 creates a shortfall of $6.8 million and Requested Alternative 3 over collects $12.3 million .
(5)
IAC is based on meter equivalents, rounded to the nearest whole meter, as of 12/31/2011 and has been calculated on an annual basis.
(6)
Stand‐By Reliability Charge allocation is based on each agency's non‐concurrent maximum year of demand over the last 10 years (see Allocation of
Carlsbad Fixed Desalination Cost based on Maximum M&I Sales to Member Agencies table).
(7)
Estimated amount does not include MWD's pass through rates and charges (Readiness‐to‐Serve Charge and MWD Capacity Charge).
(8)
Member agency water sales are based on regional sales projections for CY 2013.
(9)
Includes agricultural deliveries to provide a cost comparison relevant to CY 2016 at which time the permanent Special Agricultural Water Rate Program is
expected to be in place.
(10)
Estimated Impact of Desalination is the difference between the estimated total for each scenario and the baseline.
(11)
Includes Estimated Impact of Desalination from Scenarios 1a, 1b, 2a and 2b presented in the August 2012 analysis.
(2)
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Alternative Methodology for Desalination Cost Recovery
(FOR ILLUSTRATIVE PURPOSES ONLY)
Addition of Carlsbad Plan and Pipeline(1)

City of Poway
Existing
Structure

Scenario 4

Requested
Alternative 1(2)

Requested
Alternative 2(3)(4)

Requested
Alternative 3(3)(4)

Fixed Charges
Annual IAC(5)
Customer Service Charge
Storage Charge
Stand‐By Reliability Charge(6)

$1,004,524
$634,453
$1,591,781

$1,004,524
$634,453
$1,591,781

Estimated Fixed Charges Subtotal(7)
Variable Charges(8)

$3,230,758

Transportation Charge
Treatment Charge
Melded Supply Charge(9)
Estimated Variable Charges Subtotal

$804,977
$634,453
$1,591,781

$548,614
$634,453
$1,591,781

$3,481,718

$3,361,150

$3,031,211

$2,774,848

$1,357,756
$0

$1,357,756
$0

$1,264,395
$0

$1,361,203
$0

$1,352,394
$0

$8,494,171
$9,851,928

$7,967,180
$9,324,937

$8,223,435
$9,487,830

$7,713,485
$9,074,688

$9,336,110
$10,688,504

$13,082,686

$12,806,654

$12,848,980

$12,105,899

$13,463,351

$1,589,656

$1,313,624

$1,415,625

$672,545

$2,029,997

$250,960

Estimated Total (excludes MWD pass through)(7)
Estimated Impact of Desalination

$1,294,035
$586,388
$1,480,726

(10)
(11)

Scenario Variance (Max minus Min)
Scenario Variance as a Percent of Baseline
Scenario Variance as a Percent of Baseline for Scenarios 1a, 1b, 2a, and 2b

$1,357,452
11.81%
0.81%

(1)

Scenarios based on desalination production of 48,000 acre feet and an estimated price of $2,350 per acre foot.
Request for an alternative scenario made during the October 11,2012 Special Board Meeting.
(3)
Request for two additional scenarios made during the October 25, 2012 Board Meeting.
(4)
Alternative 2 creates a shortfall of $6.8 million and Requested Alternative 3 over collects $12.3 million .
(5)
IAC is based on meter equivalents, rounded to the nearest whole meter, as of 12/31/2011 and has been calculated on an annual basis.
(6)
Stand‐By Reliability Charge allocation is based on each agency's non‐concurrent maximum year of demand over the last 10 years (see Allocation of Carlsbad
Fixed Desalination Cost based on Maximum M&I Sales to Member Agencies table).
(7)
Estimated amount does not include MWD's pass through rates and charges (Readiness‐to‐Serve Charge and MWD Capacity Charge).
(8)
Member agency water sales are based on regional sales projections for CY 2013.
(9)
Includes agricultural deliveries to provide a cost comparison relevant to CY 2016 at which time the permanent Special Agricultural Water Rate Program is
expected to be in place.
(10)
Estimated Impact of Desalination is the difference between the estimated total for each scenario and the baseline.
(11)
Includes Estimated Impact of Desalination from Scenarios 1a, 1b, 2a and 2b presented in the August 2012 analysis.
(2)
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Alternative Methodology for Desalination Cost Recovery
(FOR ILLUSTRATIVE PURPOSES ONLY)
Addition of Carlsbad Plan and Pipeline(1)

Rainbow M.W.D.
Existing
Structure

Scenario 4

Requested
Alternative 1(2)

Requested
Alternative 2(3)(4)

Requested
Alternative 3(3)(4)

Fixed Charges
Annual IAC(5)
Customer Service Charge
Storage Charge
Stand‐By Reliability Charge(6)

$752,520
$1,205,670
$1,728,612

$752,520
$1,205,670
$1,728,612

Estimated Fixed Charges Subtotal(7)
Variable Charges(8)

$3,686,802

Transportation Charge
Treatment Charge
Melded Supply Charge(9)
Estimated Variable Charges Subtotal
Estimated Total (excludes MWD pass through)(7)
Estimated Impact of Desalination

$969,401
$1,114,332
$1,608,011

$603,033
$1,205,670
$1,728,612

$410,983
$1,205,670
$1,728,612

$3,968,027

$3,691,744

$3,537,315

$3,345,265

$1,780,220
$5,558,938

$1,780,220
$6,974,389

$1,657,809
$6,266,663

$1,784,740
$9,619,568

$1,773,189
$5,558,938

$17,073,416
$24,412,575

$16,014,156
$24,768,765

$16,529,233
$24,453,705

$15,504,224
$26,908,532

$18,765,726
$26,097,853

$28,099,376

$28,736,792

$28,145,449

$30,445,847

$29,443,118

$2,373,641

$3,011,057

$2,634,451

$4,934,849

$3,932,121

$281,225

(10)
(11)

Scenario Variance (Max minus Min)
Scenario Variance as a Percent of Baseline
Scenario Variance as a Percent of Baseline for Scenarios 1a, 1b, 2a, and 2b

$2,561,208
9.96%
1.53%

(1)

Scenarios based on desalination production of 48,000 acre feet and an estimated price of $2,350 per acre foot.
Request for an alternative scenario made during the October 11,2012 Special Board Meeting.
(3)
Request for two additional scenarios made during the October 25, 2012 Board Meeting.
(4)
Alternative 2 creates a shortfall of $6.8 million and Requested Alternative 3 over collects $12.3 million .
(5)
IAC is based on meter equivalents, rounded to the nearest whole meter, as of 12/31/2011 and has been calculated on an annual basis.
(6)
Stand‐By Reliability Charge allocation is based on each agency's non‐concurrent maximum year of demand over the last 10 years (see Allocation of Carlsbad
Fixed Desalination Cost based on Maximum M&I Sales to Member Agencies table).
(7)
Estimated amount does not include MWD's pass through rates and charges (Readiness‐to‐Serve Charge and MWD Capacity Charge).
(8)
Member agency water sales are based on regional sales projections for CY 2013.
(9)
Includes agricultural deliveries to provide a cost comparison relevant to CY 2016 at which time the permanent Special Agricultural Water Rate Program is
expected to be in place.
(10)
Estimated Impact of Desalination is the difference between the estimated total for each scenario and the baseline.
(11)
Includes Estimated Impact of Desalination from Scenarios 1a, 1b, 2a and 2b presented in the August 2012 analysis.
(2)
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Alternative Methodology for Desalination Cost Recovery
(FOR ILLUSTRATIVE PURPOSES ONLY)
(1)
Addition of Carlsbad Plan and Pipeline

Ramona M.W.D.

Existing
Structure

Scenario 4

Requested
(2)
Alternative 1

Requested
(3)(4)
Alternative 2

Requested
(3)(4)
Alternative 3

Fixed Charges
(5)

Annual IAC
Customer Service Charge
Storage Charge
(6)
Stand‐By Reliability Charge
Estimated Fixed Charges Subtotal(7)
Variable Charges(8)
Transportation Charge
Treatment Charge

$761,780
$345,740
$635,031

$473,878
$374,079
$682,658

$322,961
$374,079
$682,658

$1,648,086

$591,349
$374,079
$682,658
$162,595
$1,810,681

$1,742,550

$1,530,615

$1,379,698

$836,532
$1,314,048

$836,532
$1,648,639

$779,011
$1,481,344

$838,656
$2,273,919

$833,228
$1,314,048

Melded Supply Charge
Estimated Variable Charges Subtotal

$5,233,376
$7,383,956

$4,908,689
$7,393,861

$5,066,571
$7,326,926

$4,752,384
$7,864,959

$5,752,106
$7,899,382

Estimated Total (excludes MWD pass through)(7)

$9,032,042

(9)

(10)

$591,349
$374,079
$682,658

Estimated Impact of Desalination
$966,904
(11)
Scenario Variance (Max minus Min)
Scenario Variance as a Percent of Baseline
Scenario Variance as a Percent of Baseline for Scenarios 1a, 1b, 2a, and 2b

$9,204,542

$9,069,476

$9,395,574

$9,279,080

$1,139,404

$1,024,430

$1,350,529

$1,234,034
$383,625
4.76%
0.72%

(1)

Scenarios based on desalination production of 48,000 acre feet and an estimated price of $2,350 per acre foot.
Request for an alternative scenario made during the October 11,2012 Special Board Meeting.
(3)
Request for two additional scenarios made during the October 25, 2012 Board Meeting.
(4)
Alternative 2 creates a shortfall of $6.8 million and Requested Alternative 3 over collects $12.3 million .
(5)
IAC is based on meter equivalents, rounded to the nearest whole meter, as of 12/31/2011 and has been calculated on an annual basis.
(6)
Stand‐By Reliability Charge allocation is based on each agency's non‐concurrent maximum year of demand over the last 10 years (see Allocation of Carlsbad
Fixed Desalination Cost based on Maximum M&I Sales to Member Agencies table).
(7)
Estimated amount does not include MWD's pass through rates and charges (Readiness‐to‐Serve Charge and MWD Capacity Charge).
(8)
Member agency water sales are based on regional sales projections for CY 2013.
(9)
Includes agricultural deliveries to provide a cost comparison relevant to CY 2016 at which time the permanent Special Agricultural Water Rate Program is
expected to be in place.
(10)
Estimated Impact of Desalination is the difference between the estimated total for each scenario and the baseline.
(11)
Includes Estimated Impact of Desalination from Scenarios 1a, 1b, 2a and 2b presented in the August 2012 analysis.
(2)
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Alternative Methodology for Desalination Cost Recovery
(FOR ILLUSTRATIVE PURPOSES ONLY)
Addition of Carlsbad Plan and Pipeline(1)

Rincon Del Diablo M.W.D.
Existing
Structure

Scenario 4

Requested
Alternative 1(2)

Requested
Alternative 2(3)(4)

Requested
Alternative 3(3)(4)

Fixed Charges
Annual IAC(5)
Customer Service Charge
Storage Charge
Stand‐By Reliability Charge(6)

$558,043
$350,487
$844,788

$558,043
$350,487
$844,788

Estimated Fixed Charges Subtotal(7)
Variable Charges(8)

$1,753,318

Transportation Charge
Treatment Charge
Melded Supply Charge(9)
Estimated Variable Charges Subtotal
Estimated Total (excludes MWD pass through)(7)
Estimated Impact of Desalination

$718,875
$323,935
$785,849

$447,189
$350,487
$844,788

$304,771
$350,487
$844,788

$1,884,647

$1,828,659

$1,642,464

$1,500,046

$795,937
$1,621,248

$795,937
$2,034,060

$741,207
$1,827,654

$797,958
$2,805,519

$792,794
$1,621,248

$4,979,412
$7,396,598

$4,670,482
$7,500,480

$4,820,703
$7,389,564

$4,521,762
$8,125,239

$5,472,970
$7,887,011

$9,149,916

$9,385,127

$9,218,223

$9,767,703

$9,387,058

$917,891

$1,153,102

$1,019,429

$1,568,908

$1,188,263

$131,329

(10)
(11)

Scenario Variance (Max minus Min)
Scenario Variance as a Percent of Baseline
Scenario Variance as a Percent of Baseline for Scenarios 1a, 1b, 2a, and 2b

$651,018
7.91%
0.68%

(1)

Scenarios based on desalination production of 48,000 acre feet and an estimated price of $2,350 per acre foot.
Request for an alternative scenario made during the October 11,2012 Special Board Meeting.
(3)
Request for two additional scenarios made during the October 25, 2012 Board Meeting.
(4)
Alternative 2 creates a shortfall of $6.8 million and Requested Alternative 3 over collects $12.3 million .
(5)
IAC is based on meter equivalents, rounded to the nearest whole meter, as of 12/31/2011 and has been calculated on an annual basis.
(6)
Stand‐By Reliability Charge allocation is based on each agency's non‐concurrent maximum year of demand over the last 10 years (see Allocation of
Carlsbad Fixed Desalination Cost based on Maximum M&I Sales to Member Agencies table).
(7)
Estimated amount does not include MWD's pass through rates and charges (Readiness‐to‐Serve Charge and MWD Capacity Charge).
(8)
Member agency water sales are based on regional sales projections for CY 2013.
(9)
Includes agricultural deliveries to provide a cost comparison relevant to CY 2016 at which time the permanent Special Agricultural Water Rate Program is
expected to be in place.
(10)
Estimated Impact of Desalination is the difference between the estimated total for each scenario and the baseline.
(11)
Includes Estimated Impact of Desalination from Scenarios 1a, 1b, 2a and 2b presented in the August 2012 analysis.
(2)
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Alternative Methodology for Desalination Cost Recovery
(FOR ILLUSTRATIVE PURPOSES ONLY)
Addition of Carlsbad Plan and Pipeline(1)

City of San Diego
Existing
Structure

Scenario 4

Requested
Alternative 1(2)

Requested
Alternative 2(3)(4)

Requested
Alternative 3(3)(4)

Fixed Charges
Annual IAC(5)
Customer Service Charge
Storage Charge
Stand‐By Reliability Charge(6)

$22,883,667
$10,008,128
$25,246,786

$22,883,667
$10,008,128
$25,246,786

Estimated Fixed Charges Subtotal(7)
Variable Charges(8)

$58,138,581

Transportation Charge
Treatment Charge

$29,478,905
$9,249,938
$23,485,385

$18,337,873
$10,008,128
$25,246,786

$12,497,750
$10,008,128
$25,246,786

$62,047,913

$62,214,228

$53,592,787

$47,752,664

$22,350,762
$4,907,187

$22,350,762
$6,156,686

$20,813,885
$5,531,936

$22,407,500
$8,491,734

$22,262,483
$4,907,187

Melded Supply Charge(9)
Estimated Variable Charges Subtotal

$139,827,134
$167,085,083

$131,152,047
$159,659,494

$135,370,400
$161,716,222

$126,975,832
$157,875,066

$153,686,741
$180,856,411

Estimated Total (excludes MWD pass through)(7)

$225,223,664

$221,707,407

$223,930,450

$211,467,853

$228,609,075

$29,049,112

$25,532,855

$27,395,699

$14,933,102

$32,074,323

$3,909,332

Estimated Impact of Desalination(10)
(11)

Scenario Variance (Max minus Min)
Scenario Variance as a Percent of Baseline
Scenario Variance as a Percent of Baseline for Scenarios 1a, 1b, 2a, and 2b

$17,141,222
8.74%
0.51%

(1)

Scenarios based on desalination production of 48,000 acre feet and an estimated price of $2,350 per acre foot.
Request for an alternative scenario made during the October 11,2012 Special Board Meeting.
(3)
Request for two additional scenarios made during the October 25, 2012 Board Meeting.
(4)
Alternative 2 creates a shortfall of $6.8 million and Requested Alternative 3 over collects $12.3 million .
(5)
IAC is based on meter equivalents, rounded to the nearest whole meter, as of 12/31/2011 and has been calculated on an annual basis.
(6)
Stand‐By Reliability Charge allocation is based on each agency's non‐concurrent maximum year of demand over the last 10 years (see Allocation of Carlsbad
Fixed Desalination Cost based on Maximum M&I Sales to Member Agencies table).
(7)
Estimated amount does not include MWD's pass through rates and charges (Readiness‐to‐Serve Charge and MWD Capacity Charge).
(8)
Member agency water sales are based on regional sales projections for CY 2013.
(9)
Includes agricultural deliveries to provide a cost comparison relevant to CY 2016 at which time the permanent Special Agricultural Water Rate Program is
expected to be in place.
(10)
Estimated Impact of Desalination is the difference between the estimated total for each scenario and the baseline.
(11)
Includes Estimated Impact of Desalination from Scenarios 1a, 1b, 2a and 2b presented in the August 2012 analysis.
(2)
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Alternative Methodology for Desalination Cost Recovery
(FOR ILLUSTRATIVE PURPOSES ONLY)
Addition of Carlsbad Plan and Pipeline(1)

San Dieguito W.D.
Existing
Structure

Scenario 4

Requested
Alternative 1(2)

Requested
Alternative 2(3)(4)

Requested
Alternative 3(3)(4)

Fixed Charges
Annual IAC(5)
Customer Service Charge
Storage Charge
Stand‐By Reliability Charge(6)

$871,011
$141,714
$357,855

$871,011
$141,714
$357,855

$1,122,042
$130,978
$332,888

$697,986
$141,714
$357,855

$475,696
$141,714
$357,855

$1,370,580

$1,472,689

$1,585,908

$1,197,555

$975,265

$102,110

Estimated Fixed Charges Subtotal(7)
Variable Charges(8)
Transportation Charge
Treatment Charge
Melded Supply Charge(9)
Estimated Variable Charges Subtotal

$287,256
$84,480

$287,256
$105,991

$267,504
$95,235

$287,986
$146,190

$286,122
$84,480

$1,797,086
$2,168,822

$1,685,592
$2,078,839

$1,739,807
$2,102,547

$1,631,918
$2,066,094

$1,975,212
$2,345,814

Estimated Total (excludes MWD pass through)(7)

$3,539,402

$3,551,528

$3,688,455

$3,263,649

$3,321,079

$635,178

$647,304

$669,971

$245,166

$302,596

Estimated Impact of Desalination

(10)
(11)

Scenario Variance (Max minus Min)
Scenario Variance as a Percent of Baseline
Scenario Variance as a Percent of Baseline for Scenarios 1a, 1b, 2a, and 2b

$442,442
15.23%
2.52%

(1)

Scenarios based on desalination production of 48,000 acre feet and an estimated price of $2,350 per acre foot.
Request for an alternative scenario made during the October 11,2012 Special Board Meeting.
(3)
Request for two additional scenarios made during the October 25, 2012 Board Meeting.
(4)
Alternative 2 creates a shortfall of $6.8 million and Requested Alternative 3 over collects $12.3 million .
(5)
IAC is based on meter equivalents, rounded to the nearest whole meter, as of 12/31/2011 and has been calculated on an annual basis.
(6)
Stand‐By Reliability Charge allocation is based on each agency's non‐concurrent maximum year of demand over the last 10 years (see Allocation of Carlsbad
Fixed Desalination Cost based on Maximum M&I Sales to Member Agencies table).
(7)
Estimated amount does not include MWD's pass through rates and charges (Readiness‐to‐Serve Charge and MWD Capacity Charge).
(8)
Member agency water sales are based on regional sales projections for CY 2013.
(9)
Includes agricultural deliveries to provide a cost comparison relevant to CY 2016 at which time the permanent Special Agricultural Water Rate Program is
expected to be in place.
(10)
Estimated Impact of Desalination is the difference between the estimated total for each scenario and the baseline.
(11)
Includes Estimated Impact of Desalination from Scenarios 1a, 1b, 2a and 2b presented in the August 2012 analysis.
(2)

Page 327 of 656

20 of 26

Alternative Methodology for Desalination Cost Recovery
(FOR ILLUSTRATIVE PURPOSES ONLY)
Addition of Carlsbad Plan and Pipeline(1)

Santa Fe I.D.
Existing
Structure

Scenario 4

Requested
Alternative 1(2)

Requested
Alternative 2(3)(4)

Requested
Alternative 3(3)(4)

Fixed Charges
Annual IAC(5)
Customer Service Charge
Storage Charge
Stand‐By Reliability Charge(6)

$607,769
$320,324
$797,999

$607,769
$320,324
$797,999

$782,932
$296,057
$742,324

$487,037
$320,324
$797,999

$331,928
$320,324
$797,999

$1,909,719

$1,726,092

$1,821,313

$1,605,360

$1,450,251

$656,909
$112,742

$656,909
$141,450

$611,739
$127,096

$658,577
$195,097

$654,315
$112,742

Melded Supply Charge(9)
Estimated Variable Charges Subtotal

$4,109,647
$4,879,298

$3,854,678
$4,653,037

$3,978,659
$4,717,494

$3,731,935
$4,585,609

$4,516,993
$5,284,050

Estimated Total (excludes MWD pass through)(7)

$6,605,390

$6,562,756

$6,538,807

$6,190,969

$6,734,302

$824,368

$781,734

$765,776

$417,937

$961,270

$183,628

Estimated Fixed Charges Subtotal(7)
Variable Charges(8)
Transportation Charge
Treatment Charge

Estimated Impact of Desalination(10)
(11)

Scenario Variance (Max minus Min)
Scenario Variance as a Percent of Baseline
Scenario Variance as a Percent of Baseline for Scenarios 1a, 1b, 2a, and 2b

$543,333
9.40%
1.95%

(1)

Scenarios based on desalination production of 48,000 acre feet and an estimated price of $2,350 per acre foot.
Request for an alternative scenario made during the October 11,2012 Special Board Meeting.
(3)
Request for two additional scenarios made during the October 25, 2012 Board Meeting.
(4)
Alternative 2 creates a shortfall of $6.8 million and Requested Alternative 3 over collects $12.3 million .
(5)
IAC is based on meter equivalents, rounded to the nearest whole meter, as of 12/31/2011 and has been calculated on an annual basis.
(6)
Stand‐By Reliability Charge allocation is based on each agency's non‐concurrent maximum year of demand over the last 10 years (see Allocation of
Carlsbad Fixed Desalination Cost based on Maximum M&I Sales to Member Agencies table).
(7)
Estimated amount does not include MWD's pass through rates and charges (Readiness‐to‐Serve Charge and MWD Capacity Charge).
(8)
Member agency water sales are based on regional sales projections for CY 2013.
(9)
Includes agricultural deliveries to provide a cost comparison relevant to CY 2016 at which time the permanent Special Agricultural Water Rate Program is
expected to be in place.
(10)
Estimated Impact of Desalination is the difference between the estimated total for each scenario and the baseline.
(11)
Includes Estimated Impact of Desalination from Scenarios 1a, 1b, 2a and 2b presented in the August 2012 analysis.
(2)
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Alternative Methodology for Desalination Cost Recovery
(FOR ILLUSTRATIVE PURPOSES ONLY)
Addition of Carlsbad Plan and Pipeline(1)

Sweetwater W.A.
Existing
Structure

Scenario 4

Requested
Alternative 1(2)

Requested
Alternative 2(3)(4)

Requested
Alternative 3(3)(4)

Fixed Charges
Annual IAC(5)
Customer Service Charge
Storage Charge
Stand‐By Reliability Charge(6)

$2,496,113
$620,772
$1,567,570

$2,496,113
$620,772
$1,567,570

Estimated Fixed Charges Subtotal(7)
Variable Charges(8)

$4,684,455

Transportation Charge
Treatment Charge
Melded Supply Charge(9)
Estimated Variable Charges Subtotal

$3,215,511
$573,743
$1,458,205

$2,000,265
$620,772
$1,567,570

$1,363,234
$620,772
$1,567,570

$5,101,028

$5,247,459

$4,188,607

$3,551,576

$1,153,173
$984,294

$1,153,173
$1,234,922

$1,073,879
$1,109,608

$1,156,100
$1,703,291

$1,148,618
$984,294

$7,214,290
$9,351,758

$6,766,705
$9,154,799

$6,984,348
$9,167,835

$6,551,236
$9,410,627

$7,929,368
$10,062,280

$14,036,213

$14,255,827

$14,415,294

$13,599,234

$13,613,857

$2,095,794

$2,315,409

$2,225,141

$1,409,081

$1,423,704

$416,573

Estimated Total (excludes MWD pass through)(7)
Estimated Impact of Desalination(10)
(11)

Scenario Variance (Max minus Min)
Scenario Variance as a Percent of Baseline
Scenario Variance as a Percent of Baseline for Scenarios 1a, 1b, 2a, and 2b

$950,470
7.96%
2.22%

(1)

Scenarios based on desalination production of 48,000 acre feet and an estimated price of $2,350 per acre foot.
Request for an alternative scenario made during the October 11,2012 Special Board Meeting.
(3)
Request for two additional scenarios made during the October 25, 2012 Board Meeting.
(4)
Alternative 2 creates a shortfall of $6.8 million and Requested Alternative 3 over collects $12.3 million .
(5)
IAC is based on meter equivalents, rounded to the nearest whole meter, as of 12/31/2011 and has been calculated on an annual basis.
(6)
Stand‐By Reliability Charge allocation is based on each agency's non‐concurrent maximum year of demand over the last 10 years (see Allocation of Carlsbad
Fixed Desalination Cost based on Maximum M&I Sales to Member Agencies table).
(7)
Estimated amount does not include MWD's pass through rates and charges (Readiness‐to‐Serve Charge and MWD Capacity Charge).
(8)
Member agency water sales are based on regional sales projections for CY 2013.
(9)
Includes agricultural deliveries to provide a cost comparison relevant to CY 2016 at which time the permanent Special Agricultural Water Rate Program is
expected to be in place.
(10)
Estimated Impact of Desalination is the difference between the estimated total for each scenario and the baseline.
(11)
Includes Estimated Impact of Desalination from Scenarios 1a, 1b, 2a and 2b presented in the August 2012 analysis.
(2)
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Alternative Methodology for Desalination Cost Recovery
(FOR ILLUSTRATIVE PURPOSES ONLY)
Addition of Carlsbad Plan and Pipeline(1)

Vallecitos W.D.
Existing
Structure

Scenario 4

Requested
Alternative 1(2)

Requested
Alternative 2(3)(4)

Requested
Alternative 3(3)(4)

Fixed Charges
Annual IAC(5)
Customer Service Charge
Storage Charge
Stand‐By Reliability Charge(6)

$1,495,548
$912,925
$2,134,752

$1,495,548
$912,925
$2,134,752

Estimated Fixed Charges Subtotal(7)
Variable Charges(8)

$4,543,225

Transportation Charge
Treatment Charge

$1,926,576
$843,764
$1,985,816

$1,198,461
$912,925
$2,134,752

$816,783
$912,925
$2,134,752

$4,856,260

$4,756,156

$4,246,138

$3,864,460

$2,118,679
$4,315,546

$2,118,679
$5,414,397

$1,972,995
$4,864,971

$2,124,058
$7,467,917

$2,110,311
$4,315,546

Melded Supply Charge(9)
Estimated Variable Charges Subtotal

$13,254,530
$19,688,755

$12,432,199
$19,965,275

$12,832,066
$19,670,033

$12,036,326
$21,628,301

$14,568,314
$20,994,171

Estimated Total (excludes MWD pass through)(7)

$24,231,981

$24,821,536

$24,426,188

$25,874,439

$24,858,631

$2,447,892

$3,037,447

$2,719,107

$4,167,357

$3,151,549

$313,035

Estimated Impact of Desalination(10)
(11)

Scenario Variance (Max minus Min)
Scenario Variance as a Percent of Baseline
Scenario Variance as a Percent of Baseline for Scenarios 1a, 1b, 2a, and 2b

$1,719,465
7.89%
0.89%

(1)

Scenarios based on desalination production of 48,000 acre feet and an estimated price of $2,350 per acre foot.
Request for an alternative scenario made during the October 11,2012 Special Board Meeting.
(3)
Request for two additional scenarios made during the October 25, 2012 Board Meeting.
(4)
Alternative 2 creates a shortfall of $6.8 million and Requested Alternative 3 over collects $12.3 million .
(5)
IAC is based on meter equivalents, rounded to the nearest whole meter, as of 12/31/2011 and has been calculated on an annual basis.
(6)
Stand‐By Reliability Charge allocation is based on each agency's non‐concurrent maximum year of demand over the last 10 years (see Allocation of Carlsbad
Fixed Desalination Cost based on Maximum M&I Sales to Member Agencies table).
(7)
Estimated amount does not include MWD's pass through rates and charges (Readiness‐to‐Serve Charge and MWD Capacity Charge).
(8)
Member agency water sales are based on regional sales projections for CY 2013.
(9)
Includes agricultural deliveries to provide a cost comparison relevant to CY 2016 at which time the permanent Special Agricultural Water Rate Program is
expected to be in place.
(10)
Estimated Impact of Desalination is the difference between the estimated total for each scenario and the baseline.
(11)
Includes Estimated Impact of Desalination from Scenarios 1a, 1b, 2a and 2b presented in the August 2012 analysis.
(2)
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Alternative Methodology for Desalination Cost Recovery
(FOR ILLUSTRATIVE PURPOSES ONLY)
Addition of Carlsbad Plan and Pipeline(1)

Valley Center M.W.D.
Existing
Structure

Scenario 4

Requested
Alternative 1(2)

Requested
Alternative 2(3)(4)

Requested
Alternative 3(3)(4)

Fixed Charges
Annual IAC(5)
Customer Service Charge
Storage Charge
Stand‐By Reliability Charge(6)

$862,917
$1,615,514
$1,241,815

$862,917
$1,615,514
$1,241,815

Estimated Fixed Charges Subtotal(7)
Variable Charges(8)

$3,720,246

Transportation Charge
Treatment Charge
Melded Supply Charge(9)
Estimated Variable Charges Subtotal
Estimated Total (excludes MWD pass through)(7)
Estimated Impact of Desalination

$1,111,616
$1,493,127
$1,155,177

$691,500
$1,615,514
$1,241,815

$471,276
$1,615,514
$1,241,815

$3,904,007

$3,759,919

$3,548,829

$3,328,605

$3,666,478
$7,468,262

$3,666,478
$9,369,878

$3,414,365
$8,419,070

$3,675,785
$12,923,595

$3,651,996
$7,468,262

$22,937,612
$34,072,352

$21,514,528
$34,550,884

$22,206,518
$34,039,952

$20,829,451
$37,428,831

$25,211,179
$36,331,437

$37,792,599

$38,454,891

$37,799,872

$40,977,660

$39,660,042

$3,453,201

$4,115,493

$3,763,108

$6,940,896

$5,623,278

$183,761

(10)
(11)

Scenario Variance (Max minus Min)
Scenario Variance as a Percent of Baseline
Scenario Variance as a Percent of Baseline for Scenarios 1a, 1b, 2a, and 2b

$3,700,457
10.78%
2.21%

(1)

Scenarios based on desalination production of 48,000 acre feet and an estimated price of $2,350 per acre foot.
Request for an alternative scenario made during the October 11,2012 Special Board Meeting.
(3)
Request for two additional scenarios made during the October 25, 2012 Board Meeting.
(4)
Alternative 2 creates a shortfall of $6.8 million and Requested Alternative 3 over collects $12.3 million .
(5)
IAC is based on meter equivalents, rounded to the nearest whole meter, as of 12/31/2011 and has been calculated on an annual basis.
(6)
Stand‐By Reliability Charge allocation is based on each agency's non‐concurrent maximum year of demand over the last 10 years (see Allocation of Carlsbad
Fixed Desalination Cost based on Maximum M&I Sales to Member Agencies table).
(7)
Estimated amount does not include MWD's pass through rates and charges (Readiness‐to‐Serve Charge and MWD Capacity Charge).
(8)
Member agency water sales are based on regional sales projections for CY 2013.
(9)
Includes agricultural deliveries to provide a cost comparison relevant to CY 2016 at which time the permanent Special Agricultural Water Rate Program is
expected to be in place.
(10)
Estimated Impact of Desalination is the difference between the estimated total for each scenario and the baseline.
(11)
Includes Estimated Impact of Desalination from Scenarios 1a, 1b, 2a and 2b presented in the August 2012 analysis.
(2)
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Alternative Methodology for Desalination Cost Recovery
(FOR ILLUSTRATIVE PURPOSES ONLY)
Addition of Carlsbad Plan and Pipeline(1)

Vista I.D.
Existing
Structure

Scenario 4

Requested
Alternative 1(2)

Requested
Alternative 2(3)(4)

Requested
Alternative 3(3)(4)

Fixed Charges
Annual IAC(5)
Customer Service Charge
Storage Charge
Stand‐By Reliability Charge(6)

$2,041,597
$750,905
$1,875,644

$2,041,597
$750,905
$1,875,644

Estimated Fixed Charges Subtotal(7)
Variable Charges(8)

$4,668,146

Transportation Charge
Treatment Charge

$2,630,000
$694,018
$1,744,785

$1,636,038
$750,905
$1,875,644

$1,115,003
$750,905
$1,875,644

$5,038,917

$5,068,802

$4,262,587

$3,741,552

$1,672,449
$1,874,944

$1,672,449
$2,352,354

$1,557,449
$2,113,649

$1,676,695
$3,244,532

$1,665,843
$1,874,944

Melded Supply Charge(9)
Estimated Variable Charges Subtotal

$10,462,899
$14,010,292

$9,813,765
$13,838,568

$10,129,413
$13,800,510

$9,501,269
$14,422,496

$11,499,977
$15,040,764

Estimated Total (excludes MWD pass through)(7)

$18,678,438

$18,877,485

$18,869,313

$18,685,083

$18,782,317

$2,323,111

$2,522,158

$2,421,779

$2,237,549

$2,334,782

$370,771

Estimated Impact of Desalination(10)
(11)

Scenario Variance (Max minus Min)
Scenario Variance as a Percent of Baseline
Scenario Variance as a Percent of Baseline for Scenarios 1a, 1b, 2a, and 2b

$284,610
1.74%
0.77%

(1)

Scenarios based on desalination production of 48,000 acre feet and an estimated price of $2,350 per acre foot.
Request for an alternative scenario made during the October 11,2012 Special Board Meeting.
(3)
Request for two additional scenarios made during the October 25, 2012 Board Meeting.
(4)
Alternative 2 creates a shortfall of $6.8 million and Requested Alternative 3 over collects $12.3 million .
(5)
IAC is based on meter equivalents, rounded to the nearest whole meter, as of 12/31/2011 and has been calculated on an annual basis.
(6)
Stand‐By Reliability Charge allocation is based on each agency's non‐concurrent maximum year of demand over the last 10 years (see Allocation of
Carlsbad Fixed Desalination Cost based on Maximum M&I Sales to Member Agencies table).
(7)
Estimated amount does not include MWD's pass through rates and charges (Readiness‐to‐Serve Charge and MWD Capacity Charge).
(8)
Member agency water sales are based on regional sales projections for CY 2013.
(9)
Includes agricultural deliveries to provide a cost comparison relevant to CY 2016 at which time the permanent Special Agricultural Water Rate Program is
expected to be in place.
(10)
Estimated Impact of Desalination is the difference between the estimated total for each scenario and the baseline.
(11)
Includes Estimated Impact of Desalination from Scenarios 1a, 1b, 2a and 2b presented in the August 2012 analysis.
(2)
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Alternative Methodology for Desalination Cost Recovery
(FOR ILLUSTRATIVE PURPOSES ONLY)
Addition of Carlsbad Plan and Pipeline(1)

Yuima M.W.D.
Existing
Structure

Scenario 4

Requested
Alternative 1(2)

Requested
Alternative 2(3)(4)

Requested
Alternative 3(3)(4)

Fixed Charges
Annual IAC(5)
Customer Service Charge
Storage Charge
Stand‐By Reliability Charge(6)

$25,794
$116,398
‐$2,176

$25,794
$116,398
‐$2,176

Estimated Fixed Charges Subtotal(7)
Variable Charges(8)

$140,016

Transportation Charge
Treatment Charge
Melded Supply Charge(9)
Estimated Variable Charges Subtotal
Estimated Total (excludes MWD pass through)(7)
Estimated Impact of Desalination

$33,228
$107,580
‐$2,024

$20,670
$116,398
‐$2,176

$14,087
$116,398
‐$2,176

$141,682

$138,784

$134,892

$128,309

$235,966
$480,640

$235,966
$603,024

$219,741
$541,832

$236,565
$831,733

$235,034
$480,640

$1,476,211
$2,192,817

$1,384,625
$2,223,615

$1,429,160
$2,190,732

$1,340,535
$2,408,833

$1,622,533
$2,338,207

$2,332,834

$2,365,297

$2,329,516

$2,543,725

$2,466,516

$208,742

$241,205

$225,938

$440,147

$362,938

$1,666

(10)
(11)

Scenario Variance (Max minus Min)
Scenario Variance as a Percent of Baseline
Scenario Variance as a Percent of Baseline for Scenarios 1a, 1b, 2a, and 2b

$257,179
12.11%
2.87%

(1)

Scenarios based on desalination production of 48,000 acre feet and an estimated price of $2,350 per acre foot.
Request for an alternative scenario made during the October 11,2012 Special Board Meeting.
(3)
Request for two additional scenarios made during the October 25, 2012 Board Meeting.
(4)
Alternative 2 creates a shortfall of $6.8 million and Requested Alternative 3 over collects $12.3 million .
(5)
IAC is based on meter equivalents, rounded to the nearest whole meter, as of 12/31/2011 and has been calculated on an annual basis.
(6)
Stand‐By Reliability Charge allocation is based on each agency's non‐concurrent maximum year of demand over the last 10 years (see Allocation of
Carlsbad Fixed Desalination Cost based on Maximum M&I Sales to Member Agencies table).
(7)
Estimated amount does not include MWD's pass through rates and charges (Readiness‐to‐Serve Charge and MWD Capacity Charge).
(8)
Member agency water sales are based on regional sales projections for CY 2013.
(9)
Includes agricultural deliveries to provide a cost comparison relevant to CY 2016 at which time the permanent Special Agricultural Water Rate Program is
expected to be in place.
(10)
Estimated Impact of Desalination is the difference between the estimated total for each scenario and the baseline.
(11)
Includes Estimated Impact of Desalination from Scenarios 1a, 1b, 2a and 2b presented in the August 2012 analysis.
(2)
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Attachment C

Options for Water Authority’s Desal Cost Allocations

Rates &
Charges

$/ME/Month
Treatment
Tr sport
Melded
Supply $/AF
Standby
Charge $/AF
TotalAll-In
Rate Impact
$/AF

Page 1

Page 334 of 656

City of San Diego’s
Public Utilities
Department

Option 1A
Twin Oaks
to
Treatment

Option lB
WQ Benefit
to
Treatment

Option 2A
Twin Oaks
to
Treatment
Standby
Reliability

Option 2B
WQ Benefit
to
Treatment
Standby
Reliability

Option 3
Desal
Conveyance
to Supply

Option 4
Supply = lID
Transfer

City’s
Preferred
Option

+$2.20

+$2.20

+$2.20

+$2.20

+$2.20

+$2.20

+$O.86

+$20

+$34

+$34

+$67

+$192

+$20
+$30

+$30

+$30

+$30

+$7

+$30

+$45

+$65

+$58

+$39

+$34

$54

+$23

+$O

+$O

+$19

+$18

+$22

+$16

TR:+$122
UNTR: +S88
Plus IAC for
all

TR:+$108
UNTR: +$88
Plus IAC for
all

TR:+$116
UNTR: +$82
Plus IAC for
all

TR:+$117
UNTR: +$83
Plus IAC for
all

TR:+$136
UNTR: +$69
Plus IAC for
all

TR:+S115
UNTR: +$95
Plus IAC for
all

TR:+$237
UNTR: +$45
Plus lower
IAC for all

November 1, 2012

Options for Water Authority’s Desal Cost Allocations

Rates &
Charges

IAC
$/ME/Month
Treatment
$/AF
Transport
$/AF
Melded
Supply $/AF
Standby
Charge $/AF
Total All-In
Rate Impact
$/AF

*

City of San Diego’s
Public Utilities
Department

Option 1A
Twin Oaks
to
Treatment

Option lB
WQ Benefit
to
Treatment

Option 2A
Twin Oaks
to
Treatment
Standby
Reliability

Option 2B
WQ Benefit
to
Treatment
Standby
Reliability

Option 3
Desal
Conveyance
to Supply

Option 4
Supply = lID
Transfer

City’s
Preferred
Option

$500

$500

$500

$500

$500

$500

$195

$300

$360

$300

$360

$390

$337

$1,041

$330

$330

$330

$330

$238

$330

$400

$1220

$1,160

$975

$930

$923

$965

$714*

$0

$0

$245

$230

$299

$218

$0

$2,350

$2,350

$2,350

$2,350

$2,350

S2,350

$2,350

Set to equal CWA’s melded supply rate.

Page 2
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November 21, 2012
Attention: Board of Directors
Adopt resolution approving:
• The Water Purchase Agreement with Poseidon Resources (Channelside LP);
• The Design-Build Agreement for Pipeline Improvements with Poseidon Resources
(Channelside LP);
• Agreements necessary to accomplish tax exempt project financing through the
California Pollution Control Financing Authority;
• Adjustments to the Capital Improvement Program Budget;
• Supporting contracts and contract amendments;
• The Second Addendum to the City of Carlsbad Precise Development Plan and
Desalination Project Environmental Impact Report (State Clearinghouse no.
2004041081) and a mitigation monitoring and reporting program; and
• Other actions necessary for implementation of the Carlsbad Desalination Project
(Action)
Purpose
This action makes findings and takes actions necessary for approval of the contracts necessary to
implement the Carlsbad Desalination Project.
Staff recommendation
Adopt Resolution No. 2012-__ a resolution of the Board of Directors of the San Diego
County Water Authority approving a Water Purchase Agreement and a Design-Build
Agreement for pipeline improvements with Poseidon Resources, Channelside LP;
approving an installment sale and assignment agreement with the San Diego County
Water Authority Financing Agency and other agreements necessary to accomplish tax
exempt project financing through the California Pollution Control Financing Authority;
approving adjustments to the Capital Improvement Program Budget; approving
supporting contracts and contract amendments; approving the Second Addendum to the
City of Carlsbad Precise Development Plan and Desalination Project Environmental
Impact Report (State Clearing House no. 2004041081); adopting a mitigation monitoring
and reporting program; authorizing the filing of a Notice of Determination; and
authorizing the General Manager and General Counsel to execute agreements and take
other actions necessary for implementation of the Carlsbad Desalination Project.
Alternative
Do not approve the project and related actions.
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Fiscal impact
Annual payments for water produced at the desalination plant and delivered to the Water
Authority’s Second Aqueduct will range between $109.8 Million and $114.2 Million (2012
dollars) based upon deliveries of 48,000 acre-feet or 56,000 acre-feet, respectively. Annual
payments for desalinated water will increase annually by an estimated 2.5% to account for
inflation and debt service payments for the term of the contract. Desalinated water would replace
current purchases of MWD Tier 1 Treated water in the same amounts which will avoid the
expenditure of $40.7 million to $47.4 Million (CY 2013 rates). MWD rates are subject to
adjustment annually based upon the action of the MWD Board of Directors. Improvements to
Pipelines 3 and 4 and at the Twin Oaks Valley Water Treatment Plant and other associated
improvements to integrate the desalinated water into the Water Authority’s system are estimated
at $80 million. Upon completion of the product water pipeline, the Water Authority will assume
operating expenses for the product water pipeline that will be incorporated into the biennial
budget. Annual Water Authority costs for administration of the Water Purchase Agreement are
estimated at $672,000, subject to the biennial budget review and approval process.
The Water Authority’s capital costs associated with the project will increase the CIP lifetime
budget by $80 million from $3.53 billion to $3.61 billion. The Fiscal Years 2012 and 2013
Capital Improvement Program appropriation will not need to be increased because existing
savings will be reallocated to fund this action ($4.0 million) in estimated project costs for the
remainder of FY 2013; the appropriations for future fiscal years ($76.0 million) will be
dependent upon Board approval of the Fiscal Years 2014 and 2015 budget.
The San Diego Integrated Regional Water Management (IRWM) Program, through a State of
California Department of Water Resources Proposition 50 grant, will provide $2,126,133 to
reimburse the Water Authority for expenses incurred in the design and construction of
improvements related to the Carlsbad Desalination Project.

Background
In its 2000 Urban Water Management Plan, the Water Authority identified seawater desalination
as a potential new local water supply source and identified property in the City of Carlsbad as a
likely location for a new seawater desalination facility, in addition to increased reliance on
enhanced water conservation and increased water recycling, as an important component of the
Water Authority’s diversified water supply portfolio. On November 20, 2003, the Water
Authority Board of Directors certified the Final Program Environmental Impact Report for the
Water Authority’s Regional Water Facilities Master Plan Project, which evaluated, among other
things, potential growth-inducing impacts associated with new water supplies to the region
including, but not limited to, up to 150 million gallons per day (“MGD”) of new supplies from
seawater desalination. This certification included a 50 MGD plant located in the City of
Carlsbad, and also approved for planning purposes the list of projects, including desalination,
identified as the “Supply from the West” alternative. In its 2005 Urban Water Management Plan
(updated in 2007), the Water Authority again identified seawater desalination as an important
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new source of water providing diversification and water supply reliability benefits as a new
drought-proof, treated water supply, and established a local seawater desalination goal of 56,000
acre-feet annually. The Water Authority’s 2010 Urban Water Management Plan reiterated
desalination as an important element of the Water Authority’s diversified water supply portfolio,
acknowledging the permitted status of the Carlsbad Seawater Desalination Project, and
referencing the July 2010 approval by the Board of a Term Sheet for the preparation of a water
purchase agreement between Poseidon and the Water Authority. The 2010 Urban Water
Management Plan also thoroughly discussed other local water supplies, including increased
conservation in response to Senate Bill 7 of the 2009 Seventh Extraordinary Session (SBX7-7),
increased water recycling, the potential for indirect potable reuse (including the City of San
Diego’s Water Purification Demonstration Project), and potential for receiving water from
desalination projects located in the Republic of Mexico.
Because this project involves actions within the scope of different standing committees and has
been previously discussed at numerous special board meetings, the Chair, pursuant to the
Administrative Code and after consultation with the Board Officers and chairs of the Water
Planning, Administrative and Finance, and Engineering and Operations Committee has
determined that the matter will be considered as a whole and in its entirety by the board. In
accordance with the Brown Act, a special meeting has been noticed at 1:00 p.m. on November
29, 2012 to consider and take final action regarding the desalination project.

Discussion
This board memorandum is divided into the following sections: Project Overview; CEQA
Compliance; Water Purchase Agreement; Pipeline Design-Build Agreement; Project Financing;
CIP Program Budget Adjustment; Supporting Contracts and Contract Amendments; and
Conclusion.

PROJECT OVERVIEW
The Carlsbad Desalination Project (Project) is a fully-permitted seawater desalination plant and
conveyance pipeline designed to provide a highly reliable local supply of up to 56,000 acre-feet
(AF) per year for the region. In 2020, the Project would account for approximately 8% of the
total projected regional supply and 30% of all locally generated water in San Diego County. If
the project becomes operational in 2016, it will more than double the amount of local supplies
developed in the region since 1991. Although most aspects of the Project are the responsibility of
Poseidon, there are several facility components that are under the control of the Water Authority.
The desalination plant itself will be fully financed, built, and operated by Poseidon. The Water
Authority will purchase water from the plant under a water purchase agreement. The new pipeline
connecting the desalination plant with the Water Authority’s Second Aqueduct will be owned and
operated by the Water Authority, but responsibility for design and construction will reside with
Poseidon through a separate Design-Build Agreement. The Water Authority will be responsible for
aqueduct improvements, including the relining and rehabilitation of Pipeline 3 to accept desalinated
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water under higher operating pressures, modifications to the San Marcos Vent that allows the flow
of water between Pipelines 3 and 4, and improvements at the Twin Oaks Valley Water Treatment
Plant necessary to integrate desalinated water into the Water Authority’s system for optimal
distribution to member agencies.
On July 22, 2010, the Board approved a Term Sheet between the Water Authority and Poseidon
Resources that outlined the key terms and conditions that would be detailed and incorporated in a
comprehensive Water Purchase Agreement (WPA).
Before entering into negotiations for the for the WPA several requirements had to be satisfied
including: Poseidon obtaining a definitive executed commitment from equity investors sufficient to
meet requirements to fully finance the project; the termination of all existing confidentiality
agreements between the Water Authority and Poseidon and a waiver and release from any claims
related to those agreements; and execution of an acknowledgement by Poseidon and the nine Desal
Partner member agencies requesting the Water Authority enter into negotiations and a waiver of all
claims related to their existing agreements. All conditions precedent to negotiation of a WPA were
satisfied by September 2011.
Beginning in October 2011 and under the direction of the Board’s Carlsbad Desalination Project
Advisory Group, staff began developing and negotiating with Poseidon a WPA consistent with the
July 22, 2010 Board approved Term Sheet. The July 2010 Term Sheet also identified specific
conditions precedent to Board consideration of the WPA. These included: finalization of the sales
price of the water and all project related costs under Poseidon’s responsibility, with the exception of
those costs related to the interest rate on debt. Specifically, all project related capital and operating
agreements need to be finalized and all draft financial documents need to be reviewed and accepted
by the Water Authority. At this time, all of the above noted conditions precedent to Board
consideration have been satisfied and staff has completed its due diligence review of the pricing and
financial terms contained in the WPA and has reviewed and accepted the financing documents.
Prior to release of the WPA the Board had held 26 public meetings to discuss various aspects of the
WPA as it was developed and the project as a whole. Additionally, the Board’s Desalination Project
Advisory Group held numerous meetings since the adoption of the Term Sheet in July 2010, to
provide direction, oversight and advise staff throughout the negotiations with Poseidon and
development of the proposed WPA. At the September 27, 2012 Board meeting staff provided the
proposed WPA to the Board and released it to the general public. Since the release of the proposed
WPA the Board has held 6 public meetings or workshops to discuss the specifics of the agreement
and to address questions and comments from the Board and the public.
Although most aspects of the Project are the responsibility of Poseidon, there are several facility
components that are under the control of the Water Authority and must be completed in time for the
operational testing of the desalination plant. These include the relining and rehabilitation of Pipeline
3 to accept desalinated water under higher operating pressures, replacement of the San Marcos Vent
on Pipeline 4 that will allow the flow of water between Pipelines 4 and 3, and improvements at the
Twin Oaks Valley Water Treatment Plant necessary to integrate desalinated water into the Water
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Authority’s system for distribution to member agencies. Although the new pipeline connecting the
Desalination Plant in Carlsbad with the Water Authority’s Second Aqueduct in San Marcos is to be
owned and operated by the Water Authority, Poseidon is responsible for pipeline design,
construction, and completion as provided in the recommended Design-Build Agreement.

CEQA COMPLIANCE
The Water Authority, as a Responsible Agency under CEQA, has prepared a Second Addendum
to the Carlsbad Precise Development Plan and Desalination Plant Final EIR and First Addendum
that evaluates the environmental impacts of several proposed facility modifications that are
necessary to allow for operational flexibility and efficiency in receiving and delivering
desalination product water. These modifications include: a realignment of a portion of the
approved desalination pipeline, the addition of chemical injection facilities at the approved San
Marcos Aqueduct Connection site, the relining of a portion of Pipeline 3, the addition of a
pipeline and expanded flow control facility at Twin Oaks Valley Water Treatment Plant, and a
replacement of the San Marcos Vent on Pipeline 4. Impacts associated with the proposed
modifications would not result in a new significant impact or substantial increase in the severity
of impacts previously evaluated in the Carlsbad FEIR or the First Addendum. There are no
substantial changes to the circumstances under which the project will be undertaken, and no new
information of substantial importance that was not known and could not have been known when
the FEIR was certified and the First Addendum was approved, and that have since been
identified. Therefore, the Second Addendum satisfies the CEQA requirements for the proposed
project modifications.
All the environmental review documents relating to aspects of this project were previously
provided to the Board, including: the 2006 Precise Development Plan and Desalination Plant
Project Final Environmental Impact Report, 2009 First Addendum, and 2012 Second Addendum
(SCH 2004041081); the 2010 San Diego County Water Authority Subregional Natural
Community Conservation Plan/Habitat Conservation Plan (NCCP/HCP) Final Environmental
Impact Report/Environmental Impact Statement (SCH 2003121012); the 2005 Twin Oaks Valley
Water Treatment Plant Final Environmental Impact Report and 2005 Addendum (SCH
20040071034); and the 2003 Regional Water Facilities Master Plan Final Environmental Impact
Report (SCH 2003021052). The Board received a full briefing regarding environmental
compliance at its meeting of November 15, 2012.
The environmental documents and permits are found at the following links previously
transmitted to the Board:
Natural Community Conservation Plan / Habitat Conservation Plan
http://www.sdcwa.org/nccp-hcp
2010 Urban Water Management Plan
http://www.sdcwa.org/2010-urban-water-management-plan
Regional Water Facilities Master Plan EIR
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http://www.sdcwa.org/rwfmp-peir
Carlsbad Desalination Project EIR and First Addendum
http://www.carlsbad-desal.com/EIR.asp
Project Permits
http://www.sdcwa.org/carlsbad-desalination-project-approved-permits-and-plans
Twin Oaks Valley Water Treatment Plant EIR
http://www.sdcwa.org/twin-oaks-valley-water-treatment-plant-final-eir

WATER PURCHASE AGREEMENT
The WPA sets out the commercial and financial terms between the Water Authority and Poseidon
for the production and delivery of desalinated water to the Water Authority’s facilities. The WPA
represents a transfer of risk to the private sector for the design, construction and operation of the
Desalination Plant, and the design and construction of the new conveyance pipeline from the Plant
to the Second Aqueduct. Because the Water Authority has no experience building and operating a
seawater desalination plant and the use and value of the conveyance pipeline is directly tied to the
successful operation of the Desalination Plant, a risk transfer through a water purchase agreement is
deemed the most appropriate method of project execution.
The following is a summary of the key terms and conditions contained in the WPA.
Term of the Agreement
The term of the agreement will be for 30 years, once commercial operation begins, subject to early
buyout provisions discussed below. The term can be extended up to three additional years due to
force majeure events.
General Risk Allocation
The most essential element of risk assignment in the agreement is that the Water Authority would
simply purchase water from the project at a pre-defined price and have no responsibility or liability
for the design, permitting, financing, construction or operation of the Project. If Poseidon fails to
perform its responsibilities to finance, construct and operate the Project within certain timeframes,
the Water Authority would have no obligation to pay Project costs and Poseidon would be subject to
liquidated damages or other remedies for default. The Water Authority would not have to begin
paying for water until the Project passed the Water Authority’s acceptance test requirements and,
once operating, the Water Authority could reject water that did not meet specific water quality
requirements as identified in the agreement. In such an instance, Poseidon would be subject to
liquidated damages and other contract remedies. Also, if Poseidon was not capable of producing the
required amount of water during a Stage 2 Drought Alert under the Water Authority’s Water
Shortage and Drought Response Plan, it would be subject to additional liquidated damages and
other contract remedies in recognition that the Water Authority’s supply reliability is damaged
during such an occurrence. However, the Water Authority commits to purchase at least 48,000 AF
of desalinated water per year if it meets the quality requirements of the WPA; this commitment is
essential to the financial viability of the Project. Under the WPA, if Poseidon is able to deliver water
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to the Water Authority, meeting the stated water quality requirements, and the Water Authority does
not accept delivery of the water, Poseidon will be paid a price equal to the fixed costs of the project.
Water Purchase Price
The cost of desalinated water delivered by Poseidon to the Water Authority’s existing facilities is
contractually set in the first year and then can only increase consistent with provisions in the WPA.
Because the final interest rate on debt is not known, staff has proposed setting a cap on the interest
rate for the debt portion of project financing at 6.1%. With that as a cap, the first year water unit
price would be $2,165/AF if the annual minimum of 48,000 AF is purchased, or $1,935/AF if the
maximum amount of 56,000 AF is purchased. Table 1 provides the water unit price at the
maximum 6.1% interest rate and at a 5.6% rate which is the midpoint between the expected interest
rate under current market conditions of 5.1% and the interest rate cap of 6.1 %. As discussed later
in this memorandum, additional costs related to the Carlsbad Desalination Project will be incurred
by the Water Authority outside the terms and conditions of the draft WPA.
Table 1: Water Unit Price Comparison
6.10% Bond Rate
48,000 AFY
56,000 AFY
Water Unit Price $2,165/AF
$1,935/AF

5.60% Bond Rate
48,000 AFY
56,000 AFY
$2,095/AF
$1,875/AF

Water purchase payments will be made monthly, based on actual acre-foot deliveries and at the
then-current Water Unit Price. In each Contract Year, the first 48,000 AF of Product Water will be
purchased at a price that amortizes both the fixed costs of the Project and the variable costs of water
production. Water in excess of 48,000 AF will be purchased at a unit price reflecting only the
variable costs of incremental water production.
Table 2 below identifies the various fixed and variable charges that make up the unit price of water
under both the maximum interest rate of 6.1% and the 5.6% midpoint from the expected market rate
of 5.1%. The fixed portion of the Water Unit Price includes the capital charge (debt and equity
components) and the fixed portions of the operating charge and electricity charge. The variable
portion of the Water Unit Price will include the variable operating charge and the variable electricity
charge. Poseidon will be paid an annual management fee of between $5 and $10 per AF, with the
amount determined by the Water Authority based on Poseidon’s performance as supplier. If the
Water Authority fails to purchase at least 48,000 AF of desalinated water meeting the requirements
of the WPA in a Contract Year, it will pay for the shortfall at a unit price reflecting the fixed costs of
the Project, unless the Water Authority’s failure results from an excused event such as force
majeure.
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Table 2: Water Unit Price Components
6.10% Bond Rate

5.60% Bond Rate

48,000
AF/Year

56,000
AF/Year

48,000
AF/Year

56,000
AF/Year

1. Debt Service Charge

$612

$525

$551

$472

2. Equity Return Charge

$262

$224

$280

$240

3.

Pipeline Installment Payments

$265

$227

$238

$204

4.

Fixed Operating Charge

$400

$343

$400

$343

5.

Fixed Electricity Charge

$73

$63

$73

$63

$1,612

$1,382

$1,542

$1,322

6. Variable Operating Charge

$101

$101

$101

$101

7. Variable Electricity Charge

$442

$442

$442

$442

Poseidon Management Fee

$10

$10

$10

$10

Subtotal – Variable Charges

$553

$553

$553

$553

$2,165

$1,935

$2,095

$1,875

$193

$165

$193

$165

$2,358

$2,100

$2,288

$2,040

Unit Price Component
Fixed Charges

Subtotal – Fixed Charges
Variable Charges

8.

WATER UNIT PRICE
9.

Other Water Authority Costs

ALL-IN COST OF WATER

The Product Water Pipeline connects the Carlsbad Desalination plant with the Water Authority’s
Second Aqueduct in the vicinity of the Vallecitos 9 Flow Control Facility. Under the terms of the
WPA, the Water Authority will own the Product Water Pipeline from project inception. The Water
Authority will obtain lower tax exempt debt through Alternative Minimum Tax (AMT) exempt
municipal purpose bonds while maintaining the risk transfer to Poseidon if the Desalination Plant
fails to operate as contractually required. Additionally, as a public agency, the Water Authority is
not subject to franchise fees or possessory interest taxes that Poseidon, as a private entity, must pay.
It is estimated that Water Authority ownership will save ratepayers $27 million on a present value
basis. Further discussion of the debt financing for the Plant and the Pipeline is contained in the
Project Financing section of this memorandum.
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Electricity Pricing and Assignment of Risk
Poseidon bears electricity consumption risk, meaning that Poseidon will not receive additional
compensation if actual energy consumption exceeds the energy consumption formulas set forth in
Appendix 9. Additionally, the WPA provides for an energy consumption “true-up” to be performed
following the third year of commercial operation. This “true-up” may result in a decrease in the
energy consumption allowance, if the plant has in fact operated with lower energy consumption in
its early years of operation than the energy consumption levels specified in the WPA. The
electricity true-up is “one-way,” meaning that the contractual electricity consumption allowances
may be adjusted downwards but not upwards.
The Water Authority bears electricity price risk, meaning that the electricity price element of the
Fixed Electricity Charge is a direct pass-through cost to the Water Authority through the Water Unit
Price. The electricity price is not linked to a published index, such as CPI, but instead is based on
the specific electricity tariff that best fits the electricity consumption characteristics of the plant (see
Table 3 on page 13). Currently, the best-fit tariff is SDG&E’s Industrial ALT-TOU tariff, which
allows Poseidon to maximize efficiencies and optimize the price because of the 24-7, year-round
operation of the desalination plant. The Water Authority mitigates its exposure to future SDG&E
electricity prices through its rights to designate the electricity supplier for the project. These rights
are set forth in Section 8.4(C) (Alternative Electricity Suppliers) of the WPA. At the Board’s
request sensitivity analyses were performed related to the effect more volatile electricity prices
would have on the unit price of water. Although the long term average increase in SDG&E rates is
1.2% over the previous 30 years price sensitivity was analyzed under a high case that resulted in
increase twice the historical rate and another mid-scenario case that assumed an annual increase of
2%, 80% higher than the long term average (Base Case). The high case had a moderate effect on the
unit price of water as shown in Figure 1. In Figure 1 the maximum increase in the unit price of
water due to electricity prices still remains approximately 25% of the total price of desalinated water
resulting in a modest increase in the total unit price of water.
Figure 1: Effect of Electricity Price

5,500
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4,500
4,000
3,500
3,000
2,500
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Water Unit Price
increase:
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Mid Scenario (Levelized)
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Development of the Debt Service Charge and Equity Return Charge
The WPA incorporates an upward-sloping Capital Charge, meaning that the sum of the Debt
Service Charge, Equity Return Charge, and Pipeline Installment Payments grow at an annual
escalation rate of 2.5%. This is proposed as a means to phase-in the cost of the desalination project
over time and ensures that both current and future users pay their fair share. Shaping debt has been a
standard practice of the Water Authority for the financing of capital projects and reflects both an
effort to smooth the rate impact associated with implementation of capital projects and provide
intergenerational equity for assets that have long service lives. The pipeline has a useful life of
approximately 75 years and the plant is required to be in good operating condition at the end of
term. The residual value and assets would accrue to the Water Authority at the end of the 30-year
term, if the Water Authority exercises its purchase option. Repair and rehabilitation would occur as
needed after 30 years similar to any other long-term capital asset of the Water Authority.
The Board had asked staff to present the impact of this upward-sloping Capital Charge versus a
level Capital Charge and this was presented and discussed at the November 8, 2012 Special Meeting
of the Board of Directors. The upward sloping debt service has the same interest rate and principal
amount as a level debt service over the same 30-year period. The two approaches differ in the
amount of principal that is paid in the later years. In the proposed upward sloping debt shaping, less
principal is paid in the early years and more in the later years. This results in higher interest
payments over the term of the debt. Because much of the payment is in the later years, the present
value difference in payments is approximately $36 million over the 30-year term of the debt or an
annual average of $1.2 million. Although, a level debt service would result in a lower total of
interest payments over the 30-year period, it would result in higher payments over the first 10 years
of project operation. It would require an additional $17 million in revenue collection in the initial
years decreasing to the same amount as the upward sloping debt service. This would have an
additional rate impact over what has currently been estimated and would increase the revenue
requirement associated with the WPA by 17% in the first year of operation. For comparison
purposes, on a present value basis, the decrease of $908/AF in 2046 under the level debt service
is equivalent to a savings of $147/AF in 2012 dollars. However the additional cost of a level debt
service would increase the 2016 unit price by $304/AF expressed in 2012 dollars. Figure 2
illustrates those differences.
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Figure 2 Debt Service Comparison

The proposed 2.5% slope to the Capital Charge has an additional advantage. A main driver in the
rate impacts associated with the desalination project is the differential between the unit price of
water for Carlsbad Desalination and the cost of imported water from MWD. As MWD rates
increase over time, the price differential between imported water and desalinated water will narrow
and the rate impact from desalination will lessen. The deferral of a portion of principal to those later
years allows for the impacts to future customers to be less because MWD rates are increasing faster
than the percentage increase for desalinated water under the WPA, and outpacing expected inflation.
Figure 3 provides a high and low projection of MWD rates. The high projection reflects an annual
growth rate based upon the most recent 10 years (2004-2014) of 7.85%. The low projection of
MWD rate uses the long-term, 30-year (1984-2014) annual growth rate of 5.63%. Both
projections of MWD rates include increases of $250/AF for capital and operations attributable to
MWD’s proportional share of Bay-Delta improvements occurring in 2021.
A high and low unit price case was established for desalinated water. The low case assumes the
increase in the water unit price is within the 2.5% estimate. The high case assumes that the 30% cap
on price adjustments due to uncontrollable circumstances (uninsured force majeure events or
changes in law) is reached within the first 15 years of the project and that energy prices increase
according to the high energy pricing scenario presented to the Board and discussed earlier in this
memorandum. Staff believes this is a worst case scenario. As noted in Figure 3, the low cost of
desalinated water intersects with MWD rates between 2027 and 2042, depending on the case.
Deferral of a portion of principal to years when the differential between MWD rates and the unit
price of desalination narrows or crosses-over lessens the impact to existing customers and to future
customers.
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Figure 3: Water Cost Comparison

Note: The Projected Desal Cost –High includes improvements to upgrade the Encina ocean water intake
when the Plant is in stand-alone operating mode (see changes in law section below) and a two capital events
of $200 million or $230 million over the following 10 years.

The Equity Return Charge is “shaped” in each year so that the total capital charge (Equity Return
Charge plus Debt Service Charge plus Pipeline Installment Payments) escalates at a fixed annual
rate of 2.5%. The WPA has targeted a 9.45% internal rate of return (IRR) for the Equity Return
Charge. Poseidon’s actual return on investment may be higher or lower. If the project is completed
on time and budget, if it consistently meets the Water Authority’s demand for desalinated water, and
if it is operated efficiently, staff estimates that Poseidon and its equity investor Stonepeak could
achieve an actual equity return between 10% and 13%. This range is on the low end of a market
range for comparable infrastructure equity investment. If these construction and operating
conditions are not met, the equity return could be substantially lower.
The Equity Return Charge amounts, and the target IRR, will be finally established at financial
closing. It is expected to vary within a narrow range, based on the bond interest rates established
when the Plant and Pipeline Bonds are issued. For example, assuming an interest rate of 5.60% for
the Plant Bonds, the resulting target IRR would be 9.38%.
Annual Adjustments to the Unit Price of Water
Under the WPA, the price of water from Poseidon can only be adjusted under defined
circumstances and for the most part is only subject to inflation as determined in the San Diego
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Consumer Price Index (CPI). Table 3 provides a list of the escalation rates contractually applied for
the various fixed and variable charges. As noted above, electricity price is subject to SDG&E tariffs
and is the responsibility of the Water Authority. Adjustments to the Unit Price of Water for
uncontrollable circumstances are discussed in the following section.
Table 3: Price Escalation
Unit Price Component

WPA Contractual Provision

Staff Modeling Assumption

Fixed Charges:
1.

Debt Service Charge

A fixed annual “slope” of
2.5% has been used to
establish this charge

2.5% Fixed Slope

2.

Equity Return Charge

A fixed annual “slope” of
2.5% has been used to
establish this charge

2.5% Fixed Slope

3.

Pipeline Installment Payments

A fixed annual “slope” of
2.5% has been used to
establish this charge

2.5% Fixed Slope

4.

Fixed Operating Charge

Indexed to San Diego CPI

Assumed to escalate at 2.5%

5.

Fixed Electricity Charge

Linked to SDG&E Rates

Assumed to escalate at 2.0%

Variable Charges:
6.

Variable Operating Charge

Indexed to San Diego CPI

Assumed to escalate at 2.5%

7.

Variable Electricity Charge

Linked to SDG&E Rates

Assumed to escalate at 2.0%

8.

Poseidon Management Fee

Indexed to San Diego CPI

Assumed to escalate at 2.5%

Uncontrollable Circumstances
Although Poseidon will carry comprehensive builders risk and other insurance typical for projects
of this nature, events that affect either the delivery of water by Poseidon or the acceptance of that
water by the Water Authority and are not reasonably under the control of either party are subject to
relief from obligations under the agreement. Under these circumstances, Poseidon is relieved of its
obligation to meet its requirement to deliver water for the duration of the event. The Water
Authority will not pay Poseidon for any water that could not be delivered because of the
uncontrollable circumstance. For its part, if the Water Authority was unable to operate the Aqueduct
system to take delivery of desalinated water from Poseidon due to an emergency declared by the
Board, the Water Authority would not be required to pay for any water during such an event
affecting the Water Authority’s ability to perform.
Changes in Law
The cost associated with unanticipated changes in law or regulation is typically passed on as a price
adjustment to the purchaser of a commodity. In the WPA, changes in law or regulation that
generally apply industry-wide to water treatment facilities and wastewater dischargers would be an
included change in law that would allow Poseidon to increase its price of water. However, that
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increase is capped, such that the cumulative increase in the water unit price from all such
“uncontrollable events” cannot exceed 10% in a single year or a maximum of 30% over the 30-year
term of the agreement. Requirements for the Encina Power Station to upgrade its intake or
additional requirements placed on Poseidon to operate on a standalone basis once the Power Plant is
no longer using seawater for cooling purposes are examples of excluded changes in law. Changes in
law that are excluded will not result in price increases to the Water Authority.
When the Encina Power Station is no longer using seawater for cooling purposes, Poseidon is
required to upgrade the existing intake under its coastal permit and continue lagoon dredging
operations. The Water Authority’s financial obligation for intake improvements and additional
operating costs is contractually capped at $20 million in capital costs in 2010 dollars (index-linked)
and $2.5 million index linked to CPI in annual operating expenses. The capped costs associated
with the intake improvements are in the project budget and the projected annual future water unit
price. Anything above those amounts is entirely Poseidon’s cost responsibility.
Water Authority Plant Purchase Option
In order to provide maximum financial flexibility to the Water Authority, ensure the Project is
operated appropriately, and to protect the ratepayers’ interests, there will be an early option, but not
an obligation, to buy the Plant beginning 10 years after the date of commercial operation. The price
would be equal to the amount of outstanding debt, the present value of the remaining equity return
and other remaining contractor costs and breakage costs. In the event of a Poseidon default, the
Water Authority will have the option, but not the obligation, to purchase the project for the
outstanding bond debt only, with no payments to the equity investor.
At the end of the term, the Water Authority will have the right to purchase the Plant for $1.
Poseidon will be required to demonstrate that the Plant is in good operating condition and capable
of continuing to produce water that meets contract standards. This will provide for public
ownership of the plant, intake and discharge facilities as well as the right to the long-term lease with
the power plant owner, NRG. Public ownership of the plant at the end of contract term will ensure
continued price certainty for the production of water and will eliminate the risk of potential
monopolistic pricing by the private owner when the contract expires. The ratepayers will have paid
off the capital cost through the purchase of water over the contract term, and there is minimal risk to
operating the plant. In that way, the ratepayers would benefit in the long term from their past
investment in the construction and operation of the plant.
Construction of the Plant and Pipeline and acceptance by the Water Authority
Although the Desalination Plant will be owned and financed by Poseidon, the Water Authority
has a vested interest in ensuring it is built to industry standards and the quality reflects the price
being paid by the Water Authority for water. The Plant must be capable of producing drinking
water that meets all state and federal standards and do so in a safe and reliable manner that the
Water Authority and the region can depend upon for almost 8% of its water supply. In addition,
because the Water Authority has the option to take over ownership at the end of the contract term
or after 10 years of commercial operation, there is a need to ensure that the facilities are designed
and built to expected quality standards. The WPA provides the Water Authority the right to
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review and comment during the design and construction of the Desalination Plant and Product
Water Pump Station to ensure that it is being built to the required contractual standards.
Since the Water Authority will be owner of the desalination project pipeline from the plant to the
Second Aqueduct, the construction and the Water authority rights during design and construction
is addressed through the Design-Build Agreement between the Water Authority and Poseidon
discussed elsewhere in this report.
A key feature of the WPA is that the Water Authority makes no payments to Poseidon until
water is delivered. If water is never delivered and the project is unable to pass acceptance testing,
then the Water Authority has no cost responsibility to Poseidon or its contractors. The Water
Authority will not begin making payments until the parties agree that the plant is performing to
contract standards and all of the performance tests are satisfactorily met. The WPA identifies
Acceptance Testing as a two-step process. Mechanical Completion occurs first, whereby each
piece of key equipment must meet specific performance standards before the 30-day acceptance
testing can begin. Once Mechanical Completion has been achieved, the second step requires the
Plant to operate continuously for 30 days at near full capacity, including a lengthy period at full
capacity, meeting all water quality and quantity requirements. During the same time period, the
pipeline, the interconnection with Water Authority facilities, the relined Pipeline 3 and the
TOVWTP improvements will be tested to ensure that the entire system operates as expected and
water quality requirements are met for delivery to member agencies. The Water Authority will
be involved throughout the testing period and will review and approve the final test results. The
Water Authority will not begin payment for water until the acceptance test is met.
Plant Operation, Management and Maintenance
Because the Plant will be an essential component of the region’s drinking water supply, the Water
Authority will have certain contractual rights to ensure that the Plant is operated in a safe and
efficient manner in accordance with industry standards. This includes setting employment standards
for key operating personnel, reporting and record keeping requirements, and documentation of
security and emergency plans to be reviewed by the Water Authority annually. The Water Authority
will also have access to the Plant upon reasonable notice to conduct inspections and to observe and
provide input into remedying operational and water quality issues. The Water Authority also has
contractual rights to arrange educational tours for the public and others of the facility. Poseidon is
required to provide administrative space at the Plant for Water Authority staff or a designated
representative to observe plant operation and review data and technical reports. Under extreme
circumstances of non-performance, the Water Authority has the right to step-in and resolve
operational issues effecting delivery of water or meeting water quality requirements.
The day-to-day coordination activities between the plant operations staff and the Water Authority
operations staff are key to successful integration of the Desalination Plant supply into the Water
Authority’s aqueduct system. If the relationship between the plant’s Chief Operator and Water
Authority operations staff is unworkable and communications are non-responsive, the draft WPA
provides a process whereby the Water Authority can have the Chief Operator replaced. Although
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this is an extreme remedy and not anticipated to be utilized, a collaborative working relationship
between Water Authority staff and the plant operators is critical to the success of the project.
Because the Desalination Plant is a source of municipal drinking water and it is an asset that the
Water Authority may acquire in the future, the WPA requires Poseidon to maintain the plant in an
appropriate manner and in conformance with industry standards. This means Poseidon must repair
and replace equipment according to a detailed maintenance plan and keep the plant in good working
order at no additional cost to the Water Authority. The Water Authority has the right to conduct
annual inspections as needed, which includes biennial inspections to ensure the plant is being
maintained and operated as required.
Capital Modifications
Under the terms of the WPA, Poseidon may make capital modifications to the Plant of up to $10
million after review and comment by the Water Authority. Capital modifications greater than $10
million that materially alter the original design of the plant require Water Authority approval. These
capital improvements to the plant do not affect the price of water paid by the Water Authority, and
are typically done to replace or upgrade equipment to newer or more efficient technology. The
Water Authority has the right under the WPA to direct Poseidon to make a capital modification. The
Water Authority may want to make physical improvements at the Plant that it deems necessary or
more efficient. Water Authority directed modifications are subject to an adjustment in the price of
water and may be financed by the Water Authority at its option.
Events of Default
The WPA specifies conditions where Poseidon will be considered to be in default of its
contractual obligations and the Water Authority has the option to terminate the agreement. These
include: failure to pass acceptance testing by the agreed upon Commercial Operations Date;
Poseidon bankruptcy or abandonment of the project; repeated violations of primary drinking
water standards; multiple notices of violation or special orders issued by a regulatory agency;
deliveries of less than 75% of the contract year amounts over a rolling 3-year period; and failure
to make Contracted Shortfall Payments for the conveyance pipeline debt service.
The Water Authority is considered in default if it does not pay any undisputed amount owed
Poseidon within 45 days of the due date for payment.
The Water Purchase Agreement was distributed to the Board on September 27, 2012. A redline
version showing minor amendments since that version will distributed under separate cover.
None of the changes affect the major deal points reported in this memorandum.

PIPELINE DESIGN-BUILD AGREEMENT
The Design-Build Agreement between the Water Authority and Poseidon establishes the
commercial and technical terms for implementation of the Product Water Pipeline
Improvements. These improvements consist of an approximate 10-mile long, 54-inch diameter
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conveyance pipeline connecting the Desalination Plant to the Water Authority’s Second
Aqueduct. The pipeline will generally be constructed within improved streets in commercial and
residential areas in the cities of Carlsbad, Vista, and San Marcos. The Design-Build Agreement
places responsibility on Poseidon for all permitting, environmental compliance, design,
construction, startup and commissioning of the conveyance pipeline. The Water Authority will
own the Project Water Pipeline Improvements upon execution of the Design-Build Agreement,
and upon completion and acceptance of construction, the Water Authority will assume
operational control of all pipeline improvements. The term of the Design-Build Agreement covers
the period for design, construction, commissioning, and warranty of the Product Water Pipeline.
Poseidon will sub-contract the design and construction work to Kiewit-Shea Desal, a joint venture.
The Design-Build Agreement was drafted by Special Counsel Eric Petersen, who also prepared the
Design-Build-Operate Agreement for the Twin Oaks Valley Water Treatment Plant and the DesignBuild Agreement for the Lake Hodges to Olivenhain Reservoir Pipeline. Development of the
technical appendices that provide further definition of the project design requirements, permitting
responsibility, quality assurance and quality control responsibility, procedures for testing, startup
and acceptance, public outreach, and compliance with the Water Authority’s Small Contractor
Outreach and Opportunities Program was provided by SAIC, with significant input from
Engineering and O&M staff.
Payment of the Product Water Pipeline Improvements will be non-recourse to the Water Authority
and made solely from Pipeline Bond proceeds. The Water Authority will have the right to review
and comment on progress payment amounts made to Poseidon related to achievement of project
completion milestones and work performed in accordance with the design requirements.
Commercial operation of the desalination plant is contingent on Water Authority acceptance of the
pipeline work.
The Design-Build Agreement will ensure the pipeline is designed and built to applicable industry
and Water Authority standards and performance requirements and will also provide essentially
the same review, comment and inspection oversight the Water Authority has under prior design
build agreements, with the design, construction, schedule and desalinated water delivery risks
transferred to Poseidon.
Water Authority responsibilities under the Design-Build Agreement include administration of the
agreement, the ability to access all elements of the project and provide design comments,
construction inspection, and oversight. Although most of the project will be constructed in
public streets or other public easements, the Water Authority is required to secure the certain
additional rights of way necessary to construct the pipeline. The cost to the Water Authority
related to these responsibilities is included in the request to increase the CIP Budget.
The recommended Design-Build Agreement can be found at the following link:
Desal_BoardMemo_docs.pdf. and a copy is on file with the Clerk of the Board.
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PROJECT FINANCING
The project is being financed through tax-exempt bonds issued by the California Pollution
Control Financing Authority (CPCFA). Proceeds of the Plant Bonds will be loaned to Poseidon
for the construction of the desalination plant. Debt service on the Plant Bonds is the
responsibility of Poseidon and is a major component of the cost of water under the WPA.
Proceeds of the Pipeline Bonds will be loaned to the San Diego County Water Authority
Financing Agency pursuant to a Loan Agreement. The Financing Agency will make these funds
available to the Water Authority for the construction of the product water pipeline pursuant to
the Installment Sale and Assignment Agreement. Under the financing agreements, the Water
Authority is required to make payments for debt service on the Pipeline Bonds only if water is
produced and delivered as required by the WPA. These payments are made directly to the bond
trustee. These bonds have a higher interest rate than conventional Water Authority bonds, but
contractually insulate the Water Authority from financial responsibility for debt service payments in
the event Poseidon is unable to perform and deliver desalinated water that meets contract standards.
Should that occur, Poseidon is obligated to make the debt service payments on the pipeline bonds,
and there is no recourse for the bond holders to the Water Authority. Water Authority ownership
will result in an interest rate savings on the bonds of 0.5% to 1.0%. Additionally, as a public
agency, the Water Authority is not subject to franchise fees or possessory interest taxes that
Poseidon, as a private entity, would have to pay. Water Authority ownership of the conveyance
pipeline will save $27 million on a present value basis.
The pipeline is financed through tax exempt government purpose bonds issued for the Water
Authority by the CPCFA; however, the risk of design and construction is transferred to Poseidon, as
is the cost responsibility for the conveyance pipeline in the event Poseidon fails to deliver
desalinated water. The mechanism for this risk transfer to Poseidon is through Contracted Shortfall
Payments. Pipeline debt service will be paid initially by capitalized interest, after Poseidon
completes the Plant and deliveries of desalinated water commence, payments are made directly by
the Water Authority as water is delivered. However, the amount the Water Authority is obligated
to pay in each year is reduced by Contracted Shortfall Payments, if any, due from Poseidon.
Contracted Shortfall Payments result from any failure by Poseidon to meet its supply obligations,
and are proportionate to Poseidon’s underperformance. In the event that Poseidon is unable to
deliver water or the water does not meet contractual specifications, Poseidon will be responsible for
making the debt service payment through a Contracted Shortfall Payment. Each Contracted
Shortfall Payment is ultimately assigned to the Pipeline Trustee to offset the Water Authority’s
payment obligations.
If Poseidon is unable to make a Contracted Shortfall Payment, it runs the risk of entering into
default. Because of the Contracted Shortfall Payments in connection with the Pipeline Bonds, there
is no financial responsibility of the Water Authority to pay the bond holders if the plant is not
producing water – this risk lies with Poseidon and its equity investors. The only instance where the
Water Authority is responsible for the debt service payment for the new pipeline is in the event of a
force majeure event, such as an earthquake that damages the pipeline while the Desalination Plant is
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still capable of delivering water. Staff believes that is a remote risk, and the significant cost savings
realized by Water Authority ownership of the desalination project pipeline far outweigh the risks.
After five years following close of financing, when the Plant has established a record of successful
operations, the Water Authority would have the option to refund the Pipeline Bonds with even
lower cost capital through conventional Water Authority financing while maintaining the
Contracted Shortfall Payment structure as part of the Water Authority’s risk management.
The WPA and the Design-Build Agreement obligate Poseidon to make Contracted Shortfall
Payments sufficient to cover the Water Authority’s payment obligations on the Pipeline Bonds if
Poseidon either: delays or fails to complete the pipeline in accordance with the Design-Build
Agreement (construction period shortfall payments); or fails to deliver desalinated water
(operation period shortfall payments). The Water Authority’s obligation to make payments for
the Pipeline Bonds is relieved to the extent Poseidon is obligated to make any Contracted
Shortfall Payments, regardless whether Poseidon actually makes those payments. Final
completion of the Plant and the Pipeline is a precondition to the Water Authority making any
payments for either purchase of desalinated water or for debt service on the Pipeline Bonds.
Neither the Water Authority nor Poseidon anticipates any Contracted Shortfall Payments to be
required. Any such payments are in the nature of warranty payments or payments of damages.
The Water Authority is not obligated to repay any Contracted Shortfall Payments. Poseidon
does not obtain any right to use the pipeline by way of making any Contracted Shortfall
Payments. The Water Authority will own, operate, and maintain the Project as part of its water
system.
Actions of the Board related to the financing include approval of the:
•
•
•
•
•
•

Preliminary Limited Offering Memorandum;
Tax Certificate;
Installment Sale and Assignment Agreement;
Pipeline Bond Purchase Agreement;
Plant Bond Purchase Agreement; and
Collateral Trustee Remedies Agreement.

The Preliminary Limited Offering Memorandum (PLOM) is the basis for the primary disclosure
document for the bond transaction. The PLOM contains information necessary for investors to
make informed investment decisions regarding the Pipeline Bonds. Critical information provided
includes details of the debt issue, Water Authority Disclosures, project scope, project
construction and operation details, project participants and financial statements and disclosures.
The Tax Certificate is a summary description of the project and the financing, as well as
representations of the Water Authority and is used by bond counsel for purposes of its opinion
regarding the tax exempt status of the bonds.
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The Pipeline Trust Indenture between CPCFA and Union Bank, N.A. (Trustee) authorizes the
issuance of the bonds, redemptions, payments of principal and interest, application of bond
proceeds and discusses the trustee responsibilities. This is the agreement whereby the Issuer will
assign all loan payments and contracted shortfall payments to the Trustee.
The Installment Sale and Assignment Agreement is the agreement between the SDCWA and the
Financing Agency in which the Water Authority will act as the agent of the Financing Agency
for the purposes of developing, designing, engineering, acquiring and constructing the Pipeline
by entering into a Design-Build Agreement for the Product Water Pipeline Improvements. The
Water Authority has determined to pay the purchase price of the Pipeline through the making of
installments sale payments and assigning contracted shortfall payments to the Financing Agency.
The Financing Agency will assign these installment and contracted shortfall payments to the
Issuer through the Pipeline Loan Agreement (discussed below), and the Issuer assigns these
payments to the Trustee through the Pipeline Trust Indenture (also discussed below).
The Pipeline and Plant Bond Purchase Agreements each set forth the terms of the bond sale,
interest rates, sales prices, indemnity covenants, and representations of the parties to the
financing transaction.
The Collateral Trustee Remedies Agreement is an agreement that pledges, assigns, and grants a
security interest in, all right, title and interests of the Project Company in, to and under the
Project Agreements. It also provides certain assurances to the bond holders that they will be able
to use the product water pipeline in the event of a default by Poseidon if the Water Authority
does not exercise its rights to acquire the Plant.
The Collateral Trust Agreement is the agreement pursuant to which bond proceeds are
administered and payments are made. The agreement establishes the bond funds, application of
proceeds, deposits and disbursements from funds, events of default and remedies to take in case
of default for the Plant Bonds only. The Collateral Agent is responsible for accepting and
protecting all financial interest in the project.
The Loan Agreement between the Financing Agency and the CPCFA specifies the terms,
payments, representations, project description, and prepayment of the bond proceeds for the
Pipeline Bonds. The funds the Financing Agency receives under this Loan Agreement are
provided to the Pipeline Bond Trustee and are used to pay for the construction of the pipeline.
Pursuant the Installment Sale and Assignment Agreement, the Water Authority obtains the loan
proceeds for the purpose of making payments under the Design-Build Agreement. The
Installment Sale and Assignment Agreement obligates the Water Authority to make debt service
payments for the Pipeline Bonds, except when Poseidon is obligated to make Contracted
Shortfall Payments.
The principal financing agreements and documents to which the Water Authority or the Water
Authority Financing Agency is a party can be found at the following link:
Desal_BoardMemo_docs.pdf
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Copies are on file with the Clerk of the Board. The Bond Purchase Agreements and the PLOM
will be distributed under separate cover.
CIP PROGRAM BUDGET ADJUSTMENT
In accordance with the terms of the Water Purchase and Design-Build Agreements, the Water
Authority is also obligated to perform additional work prior to accepting product water into its
system, including work to oversee the implementation of the Project through plan checks,
construction monitoring, and inspections and improvements that must be made to existing Water
Authority infrastructure to allow safe incorporation of product water from the Project into the
Water Authority system as described in this section.
The staff recommendation to increase the CIP budget for the Carlsbad Desalination Project by
$80 million is comprised of the following work:
Water Authority Oversight of Project Design and Construction ($12.5 million)
The Water Authority is responsible for performing a defined level of design review, construction
oversight, project startup and commissioning activities for the Project. In addition, the Water
Authority is responsible for acquiring new rights of way and easements for the Product Water
Pipeline Improvements. Water Authority involvement assures the work is completed in
accordance with the design requirements with minimal impact on Water Authority operations.
The work will generally be performed by Water Authority staff, with technical support services
provided by consultant contractors on an as-needed basis. The majority of the effort for design
review and construction oversight is directed towards the Product Water Pipeline Improvements,
which will be owned, operated, and maintained by the Water Authority, but also includes design
review and comment, and construction monitoring for the desalination plant.
Water Authority Improvements ($67.5 million)
In order to accept product water from the Project, improvements must be made to the Water
Authority’s existing infrastructure. The Water Authority is responsible for the design, financing,
and implementation of these improvements. The work includes relining Pipeline 3 between San
Marcos and Twin Oaks, replacement of the San Marcos Vent on Pipeline 4, and improvements at
the Twin Oaks Valley Water Treatment Plant (TOVWTP).
•

Pipeline 3 Reline / San Marcos Vent Replacement ($49 million)
Approximately 27,000 feet of Pipeline 3 must be relined between San Marcos and Twin
Oaks to operate Pipeline 3 under the pressures contemplated under proposed desalination
operating conditions. In addition, the existing San Marcos Vent structure on Pipeline 4
must be replaced to allow for the flow of water between Pipelines 4 and 3 downstream of
the desalination pipeline connection to the aqueduct. This proposed budget increase
includes Water Authority staff costs, third party professional services costs and
construction costs.
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TOVWTP Improvements ($18.5 million)
The TOVWTP Improvements work generally includes the construction of a new isolation
valve and vault structure on Pipeline 3 to divert water from Pipeline 3 to the TOVWTP
clear wells, approximately 1100-feet of 54-inch steel pipe from the Pipeline 3 turnout to
the TOVWTP clear wells, chemical feed line from the existing chemical storage facilities
at the TOVWTP to a new chemical feed facility at the desalination influent pipeline for
boosting of disinfection residual, and upsizing the capacity of the existing treated water
flow control facility to operate at the combined capacity of the TOVWTP effluent and the
Project. This proposed budget increase includes Water Authority staff costs, third party
professional services as well as the specific cost of the service contract amendment with
CH2MHill Engineers (discussed below).

The staff recommendation will increase the CIP lifetime budget by $80 million to fund Water
Authority obligated work supporting the Carlsbad Desalination Project. Existing savings in the
Fiscal Years 2012 and 2013 Capital Improvement Program Budget will be reallocated and
reappropriated as determined by the General Manager for the approximately $4.0 million in
estimated project costs for the remainder of FY 2013. The staff recommendation also includes
the transfer of unspent desalination-related funds into the Carlsbad Desalination Project K0301
project budget. Staff recommends moving all unspent funds ($1,212,056) from R0105 (P3
Condition Assessment for Carlsbad Desalination) to K0301.
SUPPORTING CONTRACTS AND CONTRACT AMENDMENTS
Twin Oaks Valley Water Treatment Plant service contract amendment.
The Carlsbad Desalination Project (Project) includes conveying the desalinated water to the San
Diego County Water Authority’s Second Aqueduct, and north to the Twin Oaks Valley Water
Treatment Plant (Plant) clearwells for blending, chemical addition as needed, and further
distribution via the Water Authority’s aqueduct system. Conveyance of desalinated water north
to the Plant provides the Water Authority the greatest flexibility for distribution throughout San
Diego County. As a result, modifications to the Twin Oaks Valley Water Treatment Plant are
required to integrate Carlsbad desalinated water into the Water Authority’s system.
In order to accomplish the work at the Twin Oaks Valley Treatment Plant, an amendment is
proposed to the service contract with CH2M Hill Engineers, Inc., to design, construct, and test
improvements to the Twin Oaks Valley Water Treatment Plant. The Plant design-build-operate
service contract was approved by the Board in September 2005. Design and substantial
completion were performed by December 2007, and the Plant began operations in June 2008.
The service contract requires CH2M Hill to operate the Plant until 2023, and also allows
modifications to be implemented during the course of operations under amendments to the
service contract using the design-build procurement method. The treatment plant was designed
and constructed to accept treated water from an offsite source. The clearwells were sized for, and
provided with influent connections and valves to accept additional treated water. Effluent piping
from the clearwells and the connection to the Second Aqueduct Pipeline 4 were also sized for
conveying combined maximum flows from the Plant and the Project.
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The TOVWTP Improvements related to the Carlsbad Desalination Project include a 54-inch
connection to Pipeline 3 and associated valves, approximately 1,100 feet of 54-inch diameter
piping including a flow meter, connection to clearwell piping, clearwell blending improvements,
chemical feed system modifications, and replacement of a flow control facility train. Other
TOVWTP Improvements include a flow regulatory structure for the membrane facility that will
increase the reliability of the plant when operating at the low range of its production capacity.
Related security upgrades include relocating the TOVWTP entry gate and security cameras,
additional fencing and gate to improve site security. The scope of services will be provided over
a 13 month period commencing in January 2013. CH2M Hill will return in 2015 to assist with
the testing of the integrated desalinated water conveyance system operation.
CH2M Hill has specific knowledge of the Treatment Plant and the adjacent aqueduct. This
knowledge and experience will be critical for prompt design, construction, testing and resolution
of issues during administration of the Water Purchase Agreement. These special circumstances
justify staff’s recommendation to amend CH2M Hill’s service contract to design and construct
the Plant improvements for the Project. CH2M Hill prepared a preliminary design and solicited
proposals from qualified contractors to perform this work. After receipt of proposals, CH2M Hill
provided the Water Authority a guaranteed lump sum price of $16,276,170 to design and
construct the improvements. Staff has reviewed CH2M Hill’s solicitation documents and costs
and determined all costs are appropriate. Staff is also negotiating the cost impacts to the annual
operations and maintenance fee for additional chemical addition, equipment repair and
replacement, and energy use with CH2M Hill.
Staff recommendation is to approve an amendment to the service contract with CH2M Hill
Engineers, Inc. to design, construct, and test improvements to the Twin Oaks Valley Water
Treatment Plant in the amount not to exceed $16,276,170. This amount is included within the
proposed CIP Budget increase.
Plant Owner Representative Services-Twin Oaks Valley Water Treatment Plant
Carollo Engineers, Inc., has provided owner’s representative services to the Water Authority
during the entire development phase of the Water Authority’s Twin Oaks Valley Water
Treatment Plant improvements. The development phase services included development of the
procurement strategy, preparation of design requirements, preparation of Service Contract
amendment for preliminary design, design review of the Plant improvements, evaluation of
design-build qualifications, proposal and pricing, and preparation of final executable Service
Contract Amendment with CH2M Hill to complete the Plant improvements.
Based on the prior work performed, Carollo has specific knowledge of the desalination project
and Service Contract terms that are required during the administration of the executed service
contract amendment. Early in the process of amending the service contracts, it became apparent
that Carollo had a very detailed understanding of this extremely large and complicated contract.
This knowledge will be critical for prompt resolution of issues during administration of the
Service Contract amendment. These special circumstances justify staff’s recommendation to
retain Carollo for owner’s representation services consisting of contract administration and
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compliance services during the design, construction, and preliminary operation of the Plant
improvements. Carollo has experience as a contract administration representative on several
design-build and design-build-operate projects. Total fee for this portion of Carollo’s work is not
to exceed $400,000.
Staff recommendation is to retain Carollo Engineers, Inc. for owner’s representation services
related to the TOVWTP Improvements in an amount not to exceed $400,000. This amount is
included within the proposed CIP Budget increase.
Engineering Support Services-Product Water Pipeline
Carollo has also been providing engineering support to the Water Authority during the planning
and preliminary design development of the Product Water Pipeline by Poseidon. Carollo has
been instrumental in analyzing key technical issues that are included in the Design-Build
Agreement to ensure the safe and reliable operation of the desalinated water pipeline. The unique
features of the Product Water Pipeline require specialized technical expertise in high-pressure
pipelines, which can reach pressures as high as 500 psi under normal operating conditions. The
design of the pipeline is unique and will continue to progress during the design-build process.
Carollo possesses critical knowledge of the high pressure pipeline design. These special
circumstances justify staff’s recommendation to retain Carollo for technical reviews during the
design and construction phases.
Due to the special circumstances outlined above for both the Plant Owner Representative
Services for the Twin Oaks Valley Water Treatment Plant and the Engineering Support Services
for the Product Water Pipeline, staff is requesting a waiver of competition and for the Board to
authorize the General Manager to award a Professional Services Contract to Carollo Engineers,
Inc. The scope of work for Carollo for this aspect of the work includes project management
duties, design and constructability reviews of the high pressure pipelines and appurtenances,
review of construction submittals and shop drawings, technical support for construction
oversight, start-up, and acceptance testing, and related contract administration and compliance
tasks. The scope of these services will be provided over 36-months.
Staff recommendation is to retain Carollo Engineers, Inc. for Product Water Pipeline engineering
support services in an amount not to exceed $1,600,000. This amount is included within the
proposed CIP Budget increase.
On-Site Technical Services
Under an amendment to the On-Site contract, consultant staff will augment Water Authority staff
and provide in-plant fabrication oversight of large diameter pipe, valves and valve actuators, and
instrumentation equipment for the desalinated water conveyance pipeline and related Pipeline 3
relining projects. Additional work items include quality assurance oversight during pipeline
installation.
Staff recommendation is to amend the contract with On-Site Technical Services to support the
work associated with the Carlsbad Desalination Project in an amount not to exceed $3,200,000.
This amount is included within the proposed CIP Budget increase.
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WPA and Design-Build Agreement Technical Support
Because of the complex and technical nature of the Project, staff has utilized specialized expertise to
conduct Project due diligence and to assist staff in the preparation and negotiation of a final Water
Purchase Agreement. Staff used SAIC Energy, Environment and Infrastructure (SAIC) to support the
development of the technical aspects of the Water Purchase Agreement and the Design-Build
Agreement. With approval of the project, there will be a number of immediate contract
administration and design and construction review requirements. Due to SAIC’s involvement in the
development of the Water Purchase and Design-Build Agreements, staff believes that SAIC is best
suited to support the Water Authority’s initial, short-term tasks and responsibilities related to project
implementation. Over the long term, Staff plans to competitively procure consultant services to
assist the Water Authority in carrying out its contractual responsibilities over the course of the threeyear anticipated design and construction period for the Project
Staff recommendation is to amend the contract with SAIC Energy, Environment and Infrastructure to
support initial implementation of the WPA and the Project in an amount not to exceed $310,000.
This amount is included within the proposed CIP Budget increase.
The contracts discussed in this section constitute the immediate services required to support the
timely execution of the design, construction and start-up of the desalination facilities and are included
within the proposed increase to the CIP budget. They are on file with the Clerk of the Board. Other
contracts, also included within the proposed CIP budget increase, will be necessary to complete the
Pipeline 3 Improvements and the San Marcos Vent replacement and the Water Authority’s review
and oversight responsibilities. There also may be a need for specialty services dictated by the project
schedule or the means and methods of the Product Water Pipeline Design-Builder. Staff anticipates
bringing these contracts to the Board over the next several months as the Project design and
construction activities ramp up.
CONCLUSION
The staff recommendation will implement the Water Authority’s 2010 Urban Water Management
Plan goal of providing 50 MDG of local supply and is consistent with the supply from the West
alternative evaluated in the 2003 Final Program Environmental Impact Report for the Water
Authority’s Regional Water Facilities Master Plan Project, as well as the Term Sheet approved by the
Board in July 2010.
Prepared by: Ken Weinberg, Director of Water Resources
Tracy McCraner, Director of Finance /Treasurer
Reviewed by: Sandra L. Kerl, Deputy General Manager
Approved by: Maureen A. Stapleton, General Manager
Daniel S. Hentschke, General Counsel
Attachments:
Resolution No. 2012-___
Second Addendum to the Carlsbad Precise Development Plan and Desalination Plant Final EIR
Project Modification Mitigation Monitoring and Reporting Program
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RESOLUTION NO. 2012- ____
A RESOLUTION OF THE BOARD OF DIRECTORS OF THE SAN
DIEGO COUNTY WATER AUTHORITY APPROVING A WATER
PURCHASE AGREEMENT AND A DESIGN-BUILD AGREEMENT FOR
PIPELINE IMPROVEMENTS WITH POSEIDON RESOURCES,
CHANNELSIDE LP; APPROVING AN INSTALLMENT SALE AND
ASSIGNMENT AGREEMENT WITH THE SAN DIEGO COUNTY
WATER AUTHORITY FINANCING AGENCY AND OTHER
AGREEMENTS NECESSARY TO ACCOMPLISH TAX EXEMPT
PROJECT FINANCING THROUGH THE CALIFORNIA POLLUTION
CONTROL FINANCING AUTHORITY; APPROVING ADJUSTMENTS
TO THE CAPITAL IMPROVEMENT PROGRAM BUDGET;
APPROVING SUPPORTING CONTRACTS AND CONTRACT
AMENDMENTS; APPROVING THE SECOND ADDENDUM TO THE
CITY OF CARLSBAD PRECISE DEVELOPMENT PLAN AND
DESALINATION PROJECT ENVIRONMENTAL IMPACT REPORT
(STATE CLEARING HOUSE NO. 2004041081); ADOPTING A
MITIGATION MONITORING AND REPORTING PROGRAM;
AUTHORIZING THE FILING OF A NOTICE OF DETERMINATION;
AND AUTHORIZING THE GENERAL MANAGER AND GENERAL
COUNSEL TO EXECUTE AGREEMENTS AND TAKE OTHER
ACTIONS NECESSARY FOR IMPLEMENTATION OF THE CARLSBAD
DESALINATION PROJECT
WHEREAS, in its 2000 Urban Water Management Plan, the Water Authority identified
seawater desalination as a potential new local water supply source and identified property in the
City of Carlsbad as a likely location for a new seawater desalination facility, in addition to
increased reliance on enhanced water conservation and increased water recycling, as an
important component of the Water Authority’s diversified water supply portfolio; and
WHEREAS, on November 20, 2003, the Water Authority Board of Directors adopted
Resolution No. 2003-34 certifying the Final Program Environmental Impact Report (State
Clearinghouse No. 2003021052) for the Water Authority’s Regional Water Facilities Master
Plan Project (the “Master Plan EIR”), which evaluated, among other things, potential growth
inducing impacts associated with new water supplies to the region including, but not limited to,
up to 150 million gallons per day (“MGD”) of new supplies from seawater desalination. This
certification included a 50 MGD plant located in the City of Carlsbad, and also approved for
planning purposes the list of projects, including desalination, identified in the Master Plan EIR’s
“Supply from the West” alternative; and
WHEREAS, on September 8, 2005, the Board adopted Resolution No. 2005-31 certifying
a Final Environmental Impact Report for the Twin Oaks Valley Water Treatment Plant Project
(State Clearinghouse No. 20040071034) (the “Twin Oaks EIR”), which project was constructed
as a 100 MGD submerged membrane water treatment facility, including treated water holding
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tanks and distribution pipelines and other facilities, consistent with the conditions and mitigation
measures included in the Twin Oaks EIR; and
WHEREAS, in its 2005 Urban Water Management Plan (updated in 2007), the Water
Authority again identified seawater desalination as an important new source of water providing
diversification and water supply reliability benefits as a new drought-proof, treated water supply,
and established a local seawater desalination goal of 56,000 acre feet annually (AF/YR); and
WHEREAS, in its 2010 Urban Water Management Plan, the Water Authority again
described desalination as an important element of its water supply portfolio, and further refined
its discussion of desalination to recognize the permitted status of the Carlsbad Seawater
Desalination Project of Poseidon Resources (Channelside) LP (“Poseidon”) as well as the July
2010 approval by the Board of a Term Sheet for the preparation of a water purchase agreement
between Poseidon and the Water Authority; and
WHEREAS, the 2010 Urban Water Management Plan includes a thorough discussion of
other local water supplies, including increased conservation in response to Senate Bill 7 of the
2009 Seventh Extraordinary Session (SBX7-7), increased water recycling, the potential for
indirect potable reuse (including the City of San Diego’s Water Purification Demonstration
Project), and potential for receiving water from desalination projects located in the Republic of
Mexico; and
WHEREAS, on December 8, 2010, the Board adopted Resolution No. 2010-18 certifying
a Final Environmental Impact Report/Environmental Impact Statement for the San Diego County
Water Authority Subregional Natural Community Conservation Plan/Habitat Conservation Plan
(State Clearinghouse No. 2003121012) (the “Habitat Conservation Plan EIR/EIS”), which Plan
was implemented on December 28, 2011; and
WHEREAS, the City of Carlsbad, acting as lead agency for Carlsbad Seawater
Desalination Plant and appurtenant facilities proposed by Poseidon (the “Project”) prepared an
Environmental Impact Report for the Project in compliance with the California Environmental
Quality Act (“CEQA”), which the City of Carlsbad certified on June 13, 2006 (“Carlsbad EIR”);
and
WHEREAS, the City of Carlsbad prepared an Addendum to the Carlsbad EIR
(“Addendum”) which was adopted on September 15, 2009, and reflects minor and immaterial
design modifications to the Project site plan, appurtenant facilities, and water delivery pipeline
network; and
WHEREAS, the Project is fully permitted, with the California Coastal Commission
issuing the following permits: Coastal Development Permit No. E-06-013, Energy Minimization
and Greenhouse Gas Reduction Plan (December 2008), Marine Life Mitigation Plan (December
2008), Erosion Control Plan (November 2009), Landscaping Plan (September 2009), Lighting
Plan (August 2009), Construction Plan (September 2009), and Water Pollution Control Plan
(September 2009); the California Department of Public Health issuing Conceptual Approval
Letter dated October 19, 2006; the California Regional Water Quality Control Board issuing
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NPDES Permit No. CA0109223 and Notice of Intent to Discharge for Storm Water Associated
with Construction Activities (WDID #9 37C361181); the City of Carlsbad issuing
Redevelopment Permit RP 05-12(A), Specific Plan 144 with Amendment 144(J) SP 144(J),
Habitat Management Plan Permit Amendment HMP 05-08(A), Precise Development Plan PDP
00-02(B), Mitigation Monitoring and Reporting Program for EIR 03-05(A), Development
Agreement DA 05-01(A), Standard Urban Storm Water Mitigation Program (September 2009),
and Coastal Development Permit 04-41; the State of California State Lands Commission issuing
an Amendment of Lease PRC 8727.1 (August 2008); and
WHEREAS, minor and immaterial design modifications have been made to the pipeline
for the Project, including: (1) a pipeline alignment modification and associated pumping well in
Macario Canyon near Cannon Road and Faraday Avenue in Carlsbad; and (2) a new chemical
injection facility and associated piping at the San Marcos connection point for potential
treatment of water ; and
WHEREAS, changes to the originally-approved distribution system require minor and
immaterial modifications to existing Water Authority Facilities in order to accept the new
desalinated water from the Project, including: (1) the relining of a 5.5 mile long segment of the
existing Pipeline 3 to allow for desalinated water to flow from the desalination plant to the Twin
Oaks Valley Water Treatment Plant; (2) installation of valves, a flow meter, and appurtenant
piping on Pipelines 3 and 4 to enable the reversed water flow; (3) a replacement vent along
Pipeline 4 in San Marcos to allow for the flow of water between Pipelines 4; and (4)
modifications to the Twin Oaks Valley Water Treatment Plant including the construction of a
new pipeline segment connecting Pipeline 3 to the existing pipeline inlets of two treated water
storage tanks, the installation of a chemical injection and monitoring station, and pump well
associated with the pipeline segment, and the installation of a third flow control facility that
would be located adjacent to the two existing treated water flow control facilities (collectively,
along with the Project pipeline modifications described above, hereinafter referred to as the
“Project Modifications); and
WHEREAS, the Project Modifications are desirable to the Water Authority because they
will: 1) allow desalinated water to be stored and blended with potable water at the Twin Oaks
Valley Water Treatment Plant, thus providing enhanced reliability of water supply at the Plant;
and 2) allow for greater operational flexibility and efficiency in receiving and delivering the
Product Water; and
WHEREAS, the Habitat Conservation Plan EIR/EIS is relevant to the Project
Modifications because it addresses potential impacts of Water Authority activities, on sensitive
biological resources not already covered by the permits issued to Poseidon, such as installation,
operation, maintenance, and repair of aqueduct and water conveyance, treatment, and storage
systems as well as the ongoing operations and maintenance activities associated with the Project
Modifications; and
WHEREAS, the Second Addendum to the Carlsbad EIR was prepared on behalf of the
Water Authority by firms or persons having expertise in the analysis of environmental effects of
projects and in the preparation of environmental documentation, to determine if the preparation
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of a subsequent or supplemental EIR was required for the Project Modifications (“Carlsbad
Second Addendum”); and
WHEREAS, the Water Authority is acting as a responsible agency under CEQA in
connection with the approval of the Carlsbad Second Addendum, the Agreements, and the
Project Modifications described above; and
WHEREAS, before it takes action on the Project Modifications above, CEQA requires a
responsible agency to review the lead agency’s EIR, and, if the Project Modifications result in
any significant new environmental effects, make findings for each new significant effect of a
project, and adopt a Statement of Overriding Considerations and Mitigation Monitoring and
Reporting Program if necessary; and
WHEREAS, in connection with the consideration of the Project, the Board held public
meetings in compliance with applicable law on the following dates: July 23, 2009 (Water
Planning Committee/Formal Board), December 17, 2009 (Water Planning Committee/Formal
Board), May 27, 2010 (Water Planning Committee), June 10, 2010 (Joint Meeting – Special
Board & Water Planning Committee), June 24, 2010 (Water Planning Committee/Formal
Board), July 22, 2010 (Water Planning Committee/Formal Board), September 23, 2010 (Water
Planning Committee/Formal Board), October 28, 2010 (Water Planning Committee), December
9, 2010 (Water Planning Committee/Formal Board), June 23, 2011 (Water Planning
Committee/Formal Board), August 25, 2011 (Water Planning Committee/Formal Board),
October 27, 2011 (Water Planning Committee/Formal Board), December 8, 2011 (Water
Planning Committee), January 26, 2012 (Water Planning Committee/Formal Board), February
23, 2012 (Water Planning Committee), March 22, 2012 (Water Planning Committee), April 19,
2012 (Special Water Planning Committee), April 26, 2012 (Water Planning Committee), May
24, 2012 (Water Planning Committee/Engineering & Ops Committee/Formal Board), June 14,
2012 (Special Board Workshop), June 28, 2012 (Water Planning Committee/Engineering & Ops
Committee/Formal Board), July 12, 2012 (Special Board Workshop), July 26, 2012 (Water
Planning Committee), August 9, 2012 (Special Board Workshop), August 23, 2012 (Water
Planning Committee/Administrative & Finance Committee), September 20, 2012 (Special Board
Workshop), September 27, 2012 (Water Planning Committee/Administrative & Finance
Committee), October 2, 2012 (Special Water Planning Committee – Public Workshop), October
10, 2012 (Special Water Planning Committee – Public Workshop), October 11, 2012 (Special
Board – Workshop), October 25, 2012 (Water Planning Committee/Formal Board); and
WHEREAS, on November 8, 2012, the Carlsbad EIR and the Carlsbad Addendum were
presented to the Board and the Board reviewed and considered the information found in these
environmental documents, including the Findings of Fact, the Statements of Overriding
Considerations, and the Mitigation Monitoring and Reporting Programs; and
WHEREAS, the Habitat Conservation Plan EIR/EIS was previously reviewed and
certified by the Board, is listed by the clearinghouse number above and is available for review at
the Water Authority headquarters, located at 4677 Overland Avenue, San Diego, California; and
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WHEREAS, the Carlsbad Second Addendum was presented to the Board and the Board
reviewed and considered the information found in the Carlsbad Second Addendum prior to
making a decision on the Agreements and the Project Modifications; and
WHEREAS, the Water Authority staff has presented and the Board has considered the
following agreements necessary for implementation of the Project:












the Carlsbad Seawater Desalination Project Water Purchase Agreement between the San
Diego County Water Authority and Poseidon Resources (Channelside) LP (“Water
Purchase Agreement”), which sets forth the terms under which the Water Authority will
purchase Product Water from Poseidon and the criteria for the production, conveyance,
exchange, and delivery of Product Water from the Project to the Water Authority;
the Design-Build Agreement for the Product Water Pipeline Improvements Relating to
the Carlsbad Seawater Desalination Project between the San Diego County Water
Authority and Poseidon Resources (Channelside) LP (“Pipeline DBA”) which sets forth
the terms for the design and construction of the Product Water Pipeline;
the Loan Agreement between the California Pollution Control Financing Authority and
the San Diego County Water Authority Financing Agency;
the Pipeline Installment Sale and Assignment Agreement between the San Diego County
Water Authority and the San Diego County Water Authority Financing Agency
(“Installment Sale Agreement”);
the Bond Purchase Agreement for the California Pollution Control Financing Authority
Water Furnishing Revenue Bonds (Poseidon Resources (Channelside) LP Desalination
Project) Series 2012 (“Plant Bonds Purchase Agreement”);
the Bond Purchase Agreement for the California Pollution Control Financing Authority
Water Furnishing Revenue Bonds (San Diego County Water Authority Desalination
Project Pipeline) Series 2012 (“Pipeline Bonds Purchase Agreement”);
The Collateral Trust Agreement between Poseidon Resources (Channelside) LP, Union
Bank, as Collateral Agent, and Union Bank, as trustee for the Plant and Pipeline
Indentures;
the Pipeline Bond Indenture; and
the Collateral Agenct’s Remedies Agreement between the San Diego County Water
Authority and Union Bank, as Collateral Agent; and

WHEREAS, the Water Authority and the San Diego County Water Authority Financing
Agency (“Financing Agency”) have requested the California Pollution Control Financing Authority
(“Issuer”) issue its revenue bonds in an amount not to exceed $270,000,000 to assist in the financing
of the Pipeline; and
WHEREAS, the proceeds of such revenue bonds will be loaned to the Financing Agency
under the Pipeline Loan Agreement between the Financing Agency and the Issuer; and
WHEREAS, the Financing Agency will provide the loan proceeds to the Water Authority
for the purposes of and pursuant to the Installment Sale Agreement; and
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WHEREAS, loan repayments under the Pipeline Loan Agreement solely from, and the
Financing Agency’s obligation to make such loan repayments will be secured solely by, installment
sale payments to be made by the Water Authority under the Installment Sale Agreement; and
WHEREAS, under certain circumstances, Poseidon Resources (Channelside) LP
(“Poseidon”) will be obligated to make contracted shortfall payments as described in the Water
Purchase Agreement and the Design Build Agreement, which contracted shortfall payments have
been assigned pursuant to the Installment Sale Agreement, the Pipeline Loan Agreement , and the
Pipeline Indenture as additional security for the Pipeline Bonds, and the Financing Agency’s and
Water Authority’s obligations to make loan or installment payments will be deemed satisfied to the
extent Poseidon is obliged to make contracted shortfall payments (whether or not such contracted
shortfall payments are made); and
WHEREAS, the Board has also considered the Preliminary Limited Offering
Memorandum and the Tax Certificate on file with the Clerk of the Board; and
WHEREAS, having heard and considered the evidence, and being fully advised
regarding the environmental consequences of approving the Agreements and the Project
Modifications, it is in the interest of the Water Authority and the people it serves to approve the
Carlsbad Second Addendum, the Agreements, and the Project Modifications and to make
findings regarding the environmental effects of these actions;
NOW THEREFORE, the Board of Directors of the San Diego County Water Authority
resolves as follows:
1.

The foregoing recitals are adopted as findings and determinations of the Board.

RESPONSIBLE AGENCY CEQA FINDINGS AND DETERMINATIONS
2.
Pursuant to CEQA Guidelines Section 15050(b), the Board has reviewed, analyzed, and
considered the Carlsbad Second Addendum along with the Carlsbad EIR and Carlsbad
Addendum, and finds that the Carlsbad Second Addendum reflects the independent judgment of
the Board.
3.
The Board, acting as a responsible agency under CEQA, has determined that the Carlsbad
EIR and Carlsbad Addendum, are adequate, comply with the mandates of CEQA (Public
Resources Code Sections 21000, et seq.) and the CEQA Guidelines (Title 14 California Code of
Regulations, Section 15000, et seq.), and fully disclose and analyze the environmental impacts of
the Project.
4.
The Project Modifications described herein were analyzed in the Carlsbad Second
Addendum. The Carlsbad Second Addendum provides comprehensive environmental analysis
of all of the Project Modifications and is incorporated by reference. The Carlsbad Second
Addendum concludes and the Board concurs that the proposed Project Modifications are minor
and are not anticipated to create any new significant environmental impacts or substantially
worsen or increase the severity of impacts already identified in the Carlsbad EIR and Carlsbad
Addendum.
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5.
The Board, acting as a responsible agency under CEQA, has determined that the
information contained in the Second Addendum adequately discloses the environmental effects
that would result from the Project Modifications and approval of the Agreements, that the
Carlsbad Second Addendum has been presented to the Board and that the Board has reviewed
and considered the information contained therein prior to approving the Agreements and the
Project Modifications.
6.
The Board finds that preparation of the Carlsbad Second Addendum was appropriate and
in conformance with CEQA because some changes or additions to the Carlsbad EIR and
Carlsbad Addendum were necessary, but none of the conditions described in CEQA Section
21166 or Sections 15162 and 15163 of the CEQA Guidelines calling for preparation of a
subsequent or supplemental EIR have occurred, in that:
a. The Project Modifications do not involve substantial changes to the Project which would
require major revisions of the Carlsbad EIR or Carlsbad Addendum; there are no new
significant environmental effects and no substantial increase in the severity of previously
identified significant effects. As detailed in the Carlsbad Second Addendum, the analysis
and mitigation contained in the Carlsbad EIR and Carlsbad Addendum remain adequate
to address the potential environmental impacts of the Project. Although the Project
Modifications were not considered in the Carlsbad EIR or the Carlsbad Addendum, the
Carlsbad EIR and Addendum did analyze the impacts of connecting to a distribution
system to move the water created by the Project through the region. For the reasons set
forth in the Carlsbad Second Addendum, the relining of existing Pipeline 3, the
installation of valves, a flow meter, and appurtenant piping on Pipelines 3 and 4, the vent
replacement along Pipeline 4, the Macario Canyon Pipeline alignment modification and
associated pumping well, the modifications to the second aqueduct connection point in
San Marcos, and the modifications to the Twin Oaks Valley Water Treatment Plant do
not present any potential new environmental impacts or any increase in severity in
environmental impacts not already considered in the Carlsbad EIR or Carlsbad
Addendum or addressed as necessary by existing mitigation measures detailed in the
HCP EIR/EIS.
b. There have been no substantial changes with respect to the circumstances under which
the Project is being undertaken which would require major revisions to the Carlsbad EIR.
c. There is no new information of substantial importance that was not known and could not
have been known with the exercise of reasonable diligence at the time the Carlsbad
Addendum was adopted in September 2009.
d. The Project will not have any significant effects not discussed in the Carlsbad EIR or
Carlsbad Addendum.
e. There are no new or additional mitigation measures that would avoid or substantially
reduce one or more significant effects that the Project would have on the environment.
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f. The Board has determined that the Carlsbad Second Addendum is adequate, and fully
analyzes the environmental impacts of the Project Modifications and Agreement
approvals.
7.
The Carlsbad EIR and Carlsbad Addendum found that any potential environmental
impacts of the Project in the following environmental categories are less than significant and
therefore do not require mitigation measures: (1) Construction-Related Aesthetics Impacts; (2)
Operational Air Quality Impacts; (3) Operational and Construction-Related Biological Resources
Impacts; (4) Cultural Resources Impacts; (5) Geology and Soils Impacts; (6) Hazards and
Hazardous Materials Impacts; (7) Hydrology and Water Quality Impacts; (8) Land Use and
Planning Impacts; (9) Operational and Construction-Related Noise and Vibration Impacts; (10)
Operational and Construction-Related Transportation and Traffic Impacts; (11) Public Utilities
and Service System Impacts; (12) Cumulative Aesthetics Impacts; (13) Cumulative Biological
Resources Impacts; (14) Cumulative Cultural Resources Impacts; (15) Cumulative Geology and
Soils Impacts; (16) Cumulative Hazards and Hazardous Materials Impacts; (17) Cumulative
Hydrology and Water Quality Impacts; (18) Cumulative Land Use and Planning Impacts; (19)
Cumulative Noise and Vibration Impacts; (20) Cumulative Transportation and Traffic Impacts;
and (21) Cumulative Public Utilities and Service System Impacts. The Carlsbad Second
Addendum illustrates that the minor changes that encompass the Project Modifications do not
change any of the prior findings of insignificant environmental impacts in these categories, and
the Board agrees that there are no significant environmental impacts created by the Project
Modifications in these categories.
8.
The Carlsbad EIR and Carlsbad Addendum found, pursuant to CEQA Section
21081(a)(1), (2) and CEQA Guidelines Section 15091 (a)(1), (2), that changes or alterations have
been required in, or incorporated into, the Project, which would avoid or substantially lessen any
potentially significant effects, or, such changes or alterations are within the responsibility and
jurisdiction of another Public Agency and have been, or can and should be, adopted by that other
agency, in the following environmental categories: (1) Aesthetics; (2) Biological Resources; (3)
Cultural Resources; (4) Geology and Soils; (5) Hazards and Hazardous Materials; (6) Hydrology
and Water Quality; (7) Land Use and Planning; (8) Transportation and Traffic; and (9) Public
Utilities and Service Systems. The Carlsbad EIR and Carlsbad Addendum further found that any
potentially significant effects in the environmental categories specified above have been
mitigated to a level that is less than significant after implementation of mitigation measures
identified in the Carlsbad EIR and incorporated into the Mitigation Monitoring and Reporting
Program. The Carlsbad Second Addendum found and the Board agrees that the Project
Modifications create no new potentially significant effects in these categories after
implementation of mitigation measures identified in the Carlsbad EIR and mitigation measures
incorporated into the Mitigation Monitoring and Reporting Program.
9.
All mitigation measures identified in the Carlsbad EIR, the Carlsbad Addendum and the
Carlsbad Second Addendum applicable to the Project Modifications are hereby made conditions
of approval of the Project, the Board approves the Project Modification Mitigation Monitoring
and Reporting Plan previously provided to the Board and incorporated by reference herein and
the General Manager or her designated representative is assigned the task of implementing the
Project Modification Mitigation Monitoring and Reporting Program.
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10.
Some of the Project Modifications that will be made in furtherance of the Project will
result in modifications to the Twin Oaks Valley Water Treatment Plant and existing Water
Authority conveyance facilities. Because CEQA requires an analysis of the “whole of an action”
which has the potential to cause a physical change in the environment, (CEQA Guidelines
§ 15378(a)), the modifications to the Twin Oaks Valley Water Treatment Plant and existing
Water Authority conveyance facilities could be viewed as an indirect effect of the Project, and
are analyzed in the Carlsbad Second Addendum to ensure that all potential effects of the Project
Modifications are fully addressed. However, as described herein and in the Carlsbad Second
Addendum, none of the Project Modifications rises to the level of significance after
implementation of mitigation measures identified in the Carlsbad EIR and incorporated into the
Project Modification Mitigation Monitoring and Reporting Program.
11.
The Carlsbad EIR and Carlsbad Addendum found that significant unavoidable
environmental impacts would occur in the following environmental categories: (1) Cumulative
Air Quality; and (2) Indirect Growth Inducement. The Water Authority, acting as a responsible
agency, finds that since the certification of the Carlsbad EIR and adoption of the Carlsbad
Addendum, minor additional cumulative development may have been proposed and/or
constructed. However, the analysis contained in the Carlsbad Addendum occurred during a
severe economic downturn, which has resulted in a virtual curtailment of development activities
within the Project area. The minor amount of land development projects that have been
proposed and/or developed in the intervening time since the preparation of the Carlsbad
Addendum is not considered to be substantial. Further, pursuant to CEQA Guidelines Section
15096(g), the Board as a responsible agency is responsible for mitigating and avoiding only the
direct or indirect environmental effects of those parts of the Project which it decides to carry out,
finance, or approve.
a. Cumulative Air Quality: The Carlsbad EIR found that because of their long-term nature,
emissions from operations of the Project for pollutants for which the San Diego air basin
is not in attainment with state and federal standards are considered cumulatively
significant. As a Responsible Agency under CEQA, the Board finds that the Project
Modifications (minor changes to the distribution system with no proposed changes to the
plant itself) will not result in any additional contribution to temporary regional air quality
impacts not already considered by the Carlsbad EIR and Carlsbad Addendum.
Specifically, because the construction of the Project Modifications will occupy a
relatively small area at any given time, it is not anticipated that any significant localized
cumulative impacts will result. Further, while the Carlsbad EIR had assumed that seven
segments of 1,000 feet of pipeline would be constructed at any given time, under the new
construction schedule there would be no more than two segments of 1,000 feet of
pipeline constructed simultaneously. As a result, the disclosed construction emissions in
the Carlsbad EIR associated with the off-site pipelines are substantially overestimated
when the revised construction scenario is considered, and the Carlsbad Second
Addendum determined that the construction activities associated with the proposed
Project Modifications, in combination with the construction activities associated with
pipeline construction, would not exceed the emissions previously disclosed in the
Carlsbad EIR for any criteria pollutant. Similar to the findings of the Carlsbad EIR and
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Addendum, the construction-related air pollution emissions from the proposed Project
Modifications would be temporary and would not be expected to have a permanent
significant impact on ambient air quality.
b. Indirect Growth Inducement: The Carlsbad EIR and Addendum analyzed the growthinducing impacts of the supply of fresh water that would be created by the Project. The
proposed Project Modifications consist of minor modifications to the distribution system
of the Project, and necessary modifications to existing Water Authority facilities in order
to accept, store and distribute the Project water. No additional water supplies will be
created by these Project Modifications. The operation of the facility and its potable
water-producing capacity will not change from what was evaluated in the Carlsbad EIR
for the approved Project. Therefore, no changes relative to the analysis or conclusions
related to growth inducement would occur with the proposed Project Modifications.
Likewise, no changes relative to the analysis or conclusions related to growth inducement
would occur with the approval of the Agreements necessary to implement the Project
Modifications. In analyzing Indirect Growth Inducement, the Carlsbad EIR assumed that
member agencies would purchase Product Water directly from Poseidon. The Water
Purchase Agreement contemplates that the Water Authority will now purchase Product
Water from Poseidon before distributing Product Water to the member agencies. The
Water Authority previously analyzed growth inducing impacts resulting from
implementation of the projects reviewed in the Final Program Environmental Impact
Report (State Clearinghouse No. 2003021052) for the Water Authority’s Regional Water
Facilities Master Plan Project (the “Master Plan EIR”). The Water Authority relies on its
prior certified Master Plan EIR in the approval of this action. However, additionally, the
Board agrees with the City of Carlsbad that the affected member agencies’ purchase of
water from a different supplier (from the Water Authority rather than directly from
Poseidon) is not anticipated to:
i.

Have any effect on planned growth within the service area of the Project. The
Project contributes to the new supplies identified in the RWFMP and constitutes a
portion of the new water supplies that have been considered and analyzed on a
regional level, therefore the Project is not anticipated to provide additional supplies
over and above what is already contemplated for the San Diego region; or

ii.

Result in any changes to existing land use plans, growth projections, or growth
management policies of the local land use authorities within the respective service
areas of the districts because member agencies purchase and deliver water to retail
customers, and do not have direct authority over land use, and cannot approve or
disapprove any changes in land use that would directly affect population
projections. The agencies with local land use authority within the Project’s service
area are the cities of Carlsbad, Oceanside, Vista, Encinitas, Solana Beach, Del Mar,
San Diego, and San Marcos. These communities are nearing or close to build out,
and the availability of developable land is the primary factor in future growth
potential. Desalinated seawater is already considered in regional growth analyses
conducted by SANDAG, as contained in its 2004 Regional Comprehensive Plan
and in demand projections by the Water Authority as contained in its 2003
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RWFMP. The Project will not supply water in excess of what is already anticipated
to meet future projected needs.
Further, the Water Authority finds that its decision to purchase the Product Water will not result
in any physical change to the operation of the Project, and instead simply concerns the entity
purchasing the desalinated water that will be produced and distributed in the same manner
previously analyzed in the Carlsbad EIR and Carlsbad Addendum, with the exception of the
Project Modifications addressed in the Carlsbad Second Addendum, which will not cause a new
significant environmental impact or an increase in the severity of a previously identified impact.
Accordingly, the Board finds that there are no direct or indirect environmental effects of the
Water Purchase Agreement or other ancillary agreements which have not been previously
addressed by the Master Plan EIR, Carlsbad EIR, Carlsbad Addendum, and Carlsbad Second
Addendum.
12.
In the issuance of the permits pursuant to which the Plant and Pipeline will be
constructed the City of Carlsbad made the following determinations or imposed the following
conditions, compliance with which are obligations of Poseidon in accordance with the Water
Purchase Agreement and the Design-Build Agreement: The complete Findings of Fact and
Statement of Overriding Considerations, as modified by the Additional Responses to Comments,
adopted by the City of Carlsbad in June 2006; The Mitigation Monitoring and Reporting
Program adopted by the City of Carlsbad in June 2006; The Carlsbad Addendum adopted by the
City of Carlsbad as findings in September 2009; and The Carlsbad Second Addendum adopted
by the Water Authority as findings in November 2012.
13.
With the exception of those mitigation measures set forth in the adopted Mitigation
Monitoring and Reporting Plan which are within the responsibility and jurisdiction of other
public agencies and have been, or can and should be, adopted by those other agencies, the Board
finds that there are no feasible alternatives or feasible mitigation measures within its power to
adopt that would substantially lessen or avoid any significant effect the Project would have on
the environment.
WATER PURCHASE AGREEMENT
14.
The Water Purchase Agreement in substantially the form of the draft dated November 20,
2012 on file with the Clerk of the Board is approved. The General Manager, with the concurrence
of the General Counsel is authorized to finally approve and execute the agreement, with such minor
insertions, deletions, or changes therein as approved by the General Manager with the concurrence
of the General Counsel, with such final approval to be conclusively evidenced by execution and
delivery thereof.
DESIGN-BUILD AGREEMENT
15.
The Design-Build Agreement in substantially the form of the draft dated November 20,
2012 on file with the Clerk of the Board is approved. The General Manager, with the concurrence
of the General Counsel is authorized to finally approve and execute the agreement, with such minor
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insertions, deletions, or changes therein as approved by the General Manager with the concurrence
of the General Counsel, with such final approval to be conclusively evidenced by execution and
delivery thereof.
FINANCE DOCUMENTS
16.
The Chair of the Board, the General Manager, and the Director of Finance/Treasurer (each,
and “Authorized Officer”) are each acting individually, authorized and directed, on behalf of the
Water Authority, to execute and deliver each or any of the financing documents listed in the
following paragraph, substantially in the approved form, with such changes as the Authorized
Officer executing such document may, with the concurrence of the General Counsel, require or
approve, such approval to be conclusively evidenced by the execution and delivery thereof.
17.
The following agreements on file with the Clerk of the Board are approved and may be
executed on behalf of the Water Authority as provided in paragraph 16 of this resolution:





Pipeline Installment Sale and Assignment Agreement between the San Diego County
Water Authority and the San Diego County Water Authority Financing Agency
(“Installment Sale Agreement”);
Bond Purchase Agreement for the California Pollution Control Financing Authority
Water Furnishing Revenue Bonds (Poseidon Resources (Channelside) LP Desalination
Project) Series 2012 (“Plant Bonds Purchase Agreement”);
Bond Purchase Agreement for the California Pollution Control Financing Authority
Water Furnishing Revenue Bonds (San Diego County Water Authority Desalination
Project Pipeline) Series 2012 (“Pipeline Bonds Purchase Agreement”);
Collateral Agent’s Remedies Agreement between the San Diego County Water Authority
and Union Bank, as collateral agent.

18.
The form of the Limited Offering Memorandum 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 Limited Offering Memorandum in substantially such form and
to certify that such Preliminary Limited Offering Memorandum 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 a Limited Offering Memorandum in substantially the form of the Preliminary Limited
Offering Memorandum, 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 Limited
Offering Memorandum and to certify that said Limited Offering Memorandum is, as of its date,
“final and complete” for purposes of Rule 15c2-12 of the Securities and Exchange Commission.
19.
The Tax Certificate substantially in the form on file with the Clerk of the Board is
approved.
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CAPITAL IMPROVEMENT PROGRAM BUDGET ADJUSTMENT
20.
The CIP lifetime budget is increased by $80 million from $3.53 billion to $3.61 billion
for the capital costs associated with the Carlsbad Desalination Project. Existing savings in the
Fiscal Years 2012 and 2013 Capital Improvement Program Budget are reallocated and
reappropriated as determined by the General Manager for the approximately $4.0 million in
estimated project costs for the remainder of FY 2013. Expenditures in future years are
dependent upon appropriations by the Board approval of future biennial budgets.
SUPPORTING CONTRACTS AND CONTRACT AMENDMENTS
21.
The General Manager, with the concurrence of the General Counsel, is authorized to
execute the supporting contracts and contract amendments referenced in the Board memorandum
dated November, 20, 2012 relating to the Carlsbad Desalination Project.
NOTICE OF DETERMINATION
22.
The General Manager is directed to file a Notice of Determination as provided in
Sections 15094 and 15096(i) of the State CEQA Guidelines.
ADDITIONAL DELEGATION
23.
The Authorized Officers are hereby authorized and directed, jointly and severally, with
the concurrence of the General Counsel, to do any and all things and to execute and deliver any
and all contracts and documents which they may deem necessary or advisable in order to
consummate transactions contemplated or authorized by this resolution. The authority of the
Authorized Officers and the General Counsel under this resolution may be delegated as provided
in the Water Authority’s Administrative Code.

PASSED, APPROVED AND ADOPTED THIS ____ DAY OF _______ 2012.
AYES:
NOES:
ABSTAIN:
ABSENT:

___________________________________
Thomas V. Wornham, Chair
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ATTEST:
__________________________________
Michael T. Hogan, Secretary
I, Doria F. Lore, Clerk of the Board of Directors of the San Diego County Water Authority,
certify that the vote shown above is correct and this Resolution No. 2012-____ 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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SECOND ADDENDUM
PRECISE DEVELOPMENT PLAN AND DESALINATION PLANT PROJECT
FINAL ENVIRONMENTAL IMPACT REPORT (EIR 03-05) .
CITY OF CARLSBAD, CALIFORNIA

State Clearinghouse No. 2004041081
EIR Certified June 13, 2006

Prepared for:

San Diego County Water Authority
4677 Overland Avenue
San Diego, California 92123

Prepared by:
Dudek
605 Third Street
Encinitas, California 92024

November 2012
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Acronyms and Abbreviations
Acronym/Abbreviation
AMSL
BSRA
CARB
CCR
CEQA
dB
EIR
EIS
EPS
ERP
FEIR
gal/day
GHG
GHGPlan
HCP
HMA
MBTA
mgd
MWD
NCCP
PDP
REC
ROW
SDG&E
SWPPP
TOVWTP
VWD
USFWS
Water Authority
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Definition
above mean sea level
Biologically Significant Resource Areas
California Air Resources Board
California Code of Regulations
California Environmental Quality Act
decibel
Environmental Impact Report
Environmental Impact Statement
Encina Power Station
Emergency Response Plan
Final Environmental Impact Report
Gallons per day
greenhouse gas
Energy Minimization and Greenhouse Gas
Reduction Plan
Habitat Conservation Plan
Habitat Management Area
Migratory Bird Treaty Act
million gallon per day
Metropolitan Water District of Southern California
Natural Community Conservation Plan
Precise Development Plan
Renewable Energy Credit
right-of-way
San Diego Gas and Electric
Stormwater Pollution Prevention Plan
Twin Oaks Valley Water Treatment Plant
Vallecitos Water District
U.S. Fish and Wildlife Service
San Diego County Water Authority

November 2012
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1.0

INTRODUCTION/PROJECT BACKGROUND

The City of Carlsbad prepared and certified the Carlsbad Precise Development Plan and
Desalination Plant Final Environmental Impact Report (FEIR) (City of Carlsbad 2006) and First
Addendum (City of Carlsbad 2009) for the Carlsbad Desalination Project (Project). The FEIR
analyzed all components of the Project, including a 50 million gallon per day (mgd) seawater
desalination plant and off-site water conveyance facilities located within the cities of Carlsbad,
Oceanside, and Vista. The First Addendum documented changes to the footprint of the
desalination plant and off-site water conveyance facilities. Pursuant to Section 15367 of the
California Environmental Quality Act (CEQA), the City of Carlsbad was the lead agency for the
preparation of the FEIR. The FEIR documented that agencies other than the City of Carlsbad
will use the FEIR when making a decision on aspects of the Project that require their approval.
As noted in Section 3.4.2 of the FEIR, the product water created at the seawater desalination
plant would be transmitted to local and/or regional storage and distribution systems. The
delivery area for the product water was expected to include a number of local water agencies,
municipalities, and the San Diego County Water Authority (Water Authority) and its member
agencies. The Project described in the FEIR included the construction of new off-site pipelines
that would need to be constructed to convey the product water to the City of Carlsbad,
neighboring water agencies, and/or the Water Authority. Although multiple alternative pipeline
alignments were analyzed by the City of Carlsbad in the FEIR, the analysis did not include
potential impacts associated with modifying the Water Authority's facilities that would convey
product water to the Water Authority distribution facilities (City of Carlsbad 2006).
In support of its mission, the Water Authority has determined that purchasing product water from
the Project would improve long-term water supply reliability for the San Diego region. The
Water Authority has been working closely with several of its member agencies and the Project
proponent, Poseidon Resources, regarding a water purchase agreement for potential Water
Authority-owned local supply (of product water) from the Project.
The Water Authority has determined that minor changes to the previously approved off-site
distribution system are necessary to allow for greater operational flexibility and efficiency in
receiving and delivering the product water from the Project. Pursuant to Section 15381 of
CEQA, the Water Authority is a responsible agency for the preparation of this Second
Addendum to the Project's FEIR. The purpose of this Second Addendum is to evaluate the
potential for environmental effects of the Water Authority's proposed minor modifications to the
approved off-site water conveyance facilities and to determine if these modifications would
result in any new significant impacts or any substantial increase in the severity of impacts
addressed under the certified FEIR, as amended by the First Addendum.
To enhance the safety and reliability of deliveries from the Project to the Water Authority's
aqueduct system, the Water Authority is proposing minor modifications to the Project scope
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previously approved in the FEIR. Specifically, these include modifications at the Twin Oaks
Valley Water Treatment Plant (TOVWTP), Pipeline 3 relining between San Marcos and the
TOVWTP, modifications to the pipeline interconnection facilities at San Marcos, modifications to
the Pipeline 4 San Marcos Vent Structure, and an alternative pipeline alignment near Cannon
Road and Faraday Avenue. These improvements are under consideration to ensure the
desalinated product water can be safely and reliably integrated into the Water Authority's
existing regional distribution system. A description and purpose for each of these modifications
is further discussed in Section 5.0.
On June 13, 2006, the City of Carlsbad approved the FEIR for the land use approvals to
construct and operate the approximately 50 mgd Carlsbad Seawater Desalination Plant
(desalination plant) adjacent to the Encina Power Station (EPS). The FEIR also analyzed 17.4
miles of off-site conveyance pipelines, as well as ancillary facilities to carry and store product
water from the desalination plant (City of Carlsbad 2006). The FEIR included analysis of
multiple options for the water conveyance pipelines, to allow for flexibility in the final design. To
ensure that all impacts associated with the ultimate pipeline alignment were addressed, the
FEIR considered at an equal level of detail the impacts associated with two primary pipeline
alignment options, as well as several sub-alignments, though only one alignment was actually
going to be built.
On September 15, 2009, the City of Carlsbad approved an Addendum to the FEIR (First
Addendum), which documented changes to the footprint of the desalination plant and off-site
water conveyance facilities. The pipeline alignment considered under the First Addendum
consisted of approximately 16.2 miles of pipeline (a 7% reduction from the pipeline length
analyzed in the FEIR). Additionally, with the pipeline alignment addressed under the First
Addendum, environmental impacts associated with several segments of pipeline that were
evaluated and mitigated for in the FEIR were avoided. Thus, the proposed project under the
First Addendum represented reduced environmental impacts as compared to the impacts
covered under the FEIR (City of Carlsbad 2009).
In addition to the FEIR and the First Addendum, one other approved CEQA document is relevant
to the currently proposed Project changes. The Water Authority prepared a Final Environmental
Impact Report/Environmental Impact Statement (FEIR/EIS) for the San Diego County Water
Authority Subregional Natural Community Conservation Plan/Habitat Conservation Plan
(NCCP/HCP) in October 2010 (Water Authority 2010a). This document is relevant in that it
addresses potential impacts of Water Authority covered activities on sensitive biological resources
and results in issuance of a federal incidental take permit pursuant to Section 10(a)(1)(8) of the
Endangered Species Act and State take permit pursuant to Section 2835 of the California Fish
and Game Code. The federal and State permits require, and the associated NCCP/HCP
implementing agreement contractually binds, the Water Authority to implement applicable project
design features and mitigation measures on a project by project basis when conducting covered
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activities in or adjacent to covered species habitats. Covered activities include new construction
and typical expansion of existing infrastructure, as well as ongoing installation, use maintenance,
and repair of aqueduct and water conveyance, treatment, and storage systems. Activities
associated with the proposed Project modifications are subject to the biological requirements and
mitigation measures in the aforementioned Carlsbad FEIR and the First Addendum, with the
exception of the application of biological mitigation to the proposed Twin Oaks Valley Water
Treatment Plant Modifications, Pipeline 3 Relining, and Pipeline 4 Vent Replacement and
Pipeline Interconnect components. The Water Authority is substituting its NCCP/HCP mitigation
measures to address biological impacts for these proposed Project components, because it is
contractually obligated to apply NCCP/HCP requirements and mitigation measures were there is
the potential to impact biological resources associated with it covered activities. Where such
requirements apply and are relevant, they are noted in the discussion below.

2.0

CEQA REQUIREMENTS

California Code of Regulations (CCR), Title 14 (CEQA Guidelines), Sections 15162 through
15164 discuss a lead or responsible agency's responsibilities in handling new information that
was not included in a Project's FEIR. The provisions of Section 15164 apply to the Water
Authority as the responsible agency under CEQA because the proposed modifications to the
Project involve actions that are under the purview of the Water Authority.
Section 15162 of the CEQA Guidelines provides:
(a)

When an EIR has been certified .. Jor a project, no subsequent EIR shall be prepared for
that project unless the lead agency determines, on the basis of substantial evidence in
the light of the whole record, one or more of the following:
1.

Substantial changes are proposed in the project which will require major
revisions of the previous EIR. .. due to the involvement of new significant
environmental effects or a substantial increase in the severity of previously
identified significant effects;

2.

Substantial changes occur with respect to the circumstances under which the
project is undertaken which will require major revisions of the previous EIR ...
due to the involvement of new significant environmental effects or a substantial
increase in the severity of previously identified significant effects; or

3.

New information of substantial importance, which was not known and could not
have been known with the exercise of reasonable diligence at the time the
previous EIR was certified as complete ... shows any of the following:
(A)

The project will have one or more significant effects not discussed in the
previous EIR;
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(B)

Significant effects previously examined will be substantially more severe
than shown in the previous EIR;

(C)

Mitigation measures or alternatives previously found not to be feasible
would in fact be feasible and would substantially reduce one or more
significant effects of the project, but the project proponents decline to
adopt the mitigation measure or alternative; or

(D)

Mitigation measures or alternatives which are considerably different from
those analyzed in the previous EIR would substantially reduce one or
more significant effects on the environment, but the project proponents
decline to adopt the mitigation measure or alternative.

Alternatively, where some changes or additions are necessary to the previously approved FEIR, but
none of the changes or additions meet the standards as provided for, a subsequent EIR pursuant to
CEQA Guidelines, Section 15162, then the lead or responsible agency is directed to prepare an
addendum to the FEIR. (CEQA Guidelines, Section 15164). Further, the addendum should include
a "brief explanation of the decision not to prepare a subsequent EIR pursuant to Section 15162,"
and that "explanation must be supported by substantial evidence." (CEQA Guidelines, Section
15164(e)). The addendum need not be circulated for public review, but may simply be attached to
the FEIR (CEQA Guidelines, Section 15164(c)).
This Second Addendum to the FEIR fulfills and conforms to the provisions of CEQA (California
Public Resources Code, Section 21000 et seq.) and the CEQA Guidelines, Section 15164,
providing for the preparation of an addendum. The CEQA Guidelines allow the preparation of an
addendum to an EIR under the following circumstances (14 CCR 15000 et seq.):

3.0

1.

Only minor technical changes or additions are necessary to make the EIR under
consideration adequate;

2.

The changes and additions to the EIR do not raise important new issues about
significant effects on the environment;

3.

None of the conditions described in Section 15162, CEQA Guidelines, calling for the
preparation of a subsequent EIR have occurred.

PROJECT LOCATION AND REGIONAL SETTING

The majority of the proposed Project changes are generally located north of the City of San
Marcos in the Twin Oaks Valley area in northern San Diego County, California (see Figure 1,
Regional Map). Twin Oaks Valley lies between two local coastal mountain ranges: the San
Marcos Mountains to the west and the Merriam Mountains to the east. In addition, and as
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shown on Figures 1 and 2, several other Project components are located further south in the
City of San Marcos, as well as within the City of Carlsbad.
The TOVWTP is located in an unincorporated area of San Diego County at the northern extent
of Twin Oaks Valley. The approximately 35-acre site has elevations ranging from 1,050 feet
above mean sea level (AMSL) at the northern and eastern boundaries to 1,240 feet AMSL along
the western boundary. The San Marcos Mountains are located immediately west of the
treatment plant. Residential and agricultural uses are to the north, east, and south.
Pipeline 3 of the Second San Diego Aqueduct is immediately adjacent to the TOVWTP and
traverses agricultural, undeveloped land and residential uses, as well as roadways through Twin
Oaks Valley for the first approximately 3.5 miles from the treatment plant south. The remaining 2
miles of pipeline are located within developed areas in the City of San Marcos.
The proposed Aqueduct Connection Point Modifications would be installed at an existing
approximately 1-acre site located at the northwest corner of the intersection of Pawnee and
Cherokee Streets in the City of San Marcos, just southwest of Highway 78. The site is at an
elevation of approximately 575 feet AMSL and slopes gently to the south. Surrounding land
uses include a shopping plaza and vacant land to the south; an auto parts store to the west; a
shopping plaza, some restaurants, and an auto mechanic to the north; and office buildings to
the east.
The Pipeline 4 Vent Replacement and Pipeline Interconnect would be located along Water
Authority Pipeline 4 in an open space area just north of the San Elijo community within the City
of San Marcos.
The Macario Canyon Pipeline Alignment Modification and Pumping Well would be installed in an
open space area in Macario Canyon near the intersection of Cannon Road and Faraday Avenue in
the City of Carlsbad.

4.0

DESCRIPTION OF APPROVED PROJECT

In 2006, the City of Carlsbad approved an amendment to the Precise Development Plan (PDP) for
the EPS to obtain land use approvals to construct and operate an approximately 50 mgd
desalination plant and other appurtenant and ancillary water and support facilities to produce
potable water. The Carlsbad Desalination Plant is to be located on the EPS site, adjacent to the
existing power plant, located immediately south of the Agua Hedionda Lagoon, within the City of
Carlsbad, in northern San Diego County. As approved in 2006, several pipeline routes would
distribute product water from the Carlsbad Desalination Plant to the City of Carlsbad and various
local and regional water agencies, including the Water Authority.
The FEIR analyzed multiple off..;site pipeline alignments through portions of Carlsbad, Oceanside,
and Vista. In 2009, Carlsbad approved the First Addendum to document minor modifications to
the desalination plant site layout and the off-site product water pipeline routes. Per the currently
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approved project, product water will be delivered into existing Vallecitos Water District (VWD)
pipelines, regulated and metered through an approved Project flow-control facility to be
constructed in the vicinity of Pawnee and Cherokee Streets in the City of San Marcos. The
pipeline crossing Macario Canyon was analyzed as two options in the FEIR: one using trenchless
construction methods north of Cannon Road, and one laying the pipelines within the existing
roadway/bridge. The Coastal Development Permit for the Project went further to indicate that the
pipelines would hang underneath the Cannon Road Bridge in the event that the trenchless option
was not selected.
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5.0

DESCRIPTION OF PROPOSED CHANGES TO THE PROJECT

The goal of the proposed Project changes is to enhance access to the desalination conveyance
pipeline for operations and maintenance crews, enhance the pipelines' functional survivability
and reliability, allow product water to be stored and blended with potable water at the TOVWTP
before distribution, and to allow for greater operational flexibility and efficiency in delivering
product water to the Water Authority's member agencies. Under these Project modifications,
water from the desalination plant would flow north in Pipeline 3 from the Aqueduct Connection
Point to be constructed at Pawnee and Cherokee Streets. At the TOVWTP, new facilities will
divert flow from Pipeline 3 to existing treated water storage tanks for blending. In addition, the
proposed Project changes include the Pipeline 4 Vent Replacement and Pipeline Interconnect in
San Marcos, and the Macario Canyon Pipeline Alignment Modification and Pumping Well for a
segment of the pipeline along Cannon Road in Carlsbad. Any vegetated areas disturbed during
construction of these proposed Project modifications would be hydroseeded and restored
following disturbance.
The location of all proposed Project modifications is shown on Figures 1 and 2. More
specifically, the proposed Project changes entail the following improvements:
•

Twin Oaks Valley Water Treatment Plant (TOVWTP)
modifications to the treatment plant would include:

Modifications:

Minor

o

A new valve vault structure on Pipeline 3 to divert flows to the TOVWTP storage
tanks

o

A new approximately 1,OOO-foot-iong, 54-inch-diameter pipeline that would connect
Pipeline 3 to the existing pipeline inlets of two treated water storage tanks

o

A chemical injection and monitoring station and pump well associated with the
new 54-inch-diameter pipeline

o

A third flow-control facility with a 42-inch-diameter pipeline that would be located
adjacent to the two existing treated water-flow control facilities (see Figure 3,
TOVWTP Modifications).

All construction associated with the proposed 54-inch pipeline connection from Pipeline
3 to the treated water tanks would occur entirely within a Water Authority right-of-way
(ROW) and the Water Authority-owned TOVWTP site. Specifically, 700 feet of the
proposed pipeline is located on the treatment plant site, and the remaining 300 feet is
within ROW that includes an existing road that connects from EI Paso Alto Road to the
treatment plant. Construction at the TOVWTP would be phased over a period of
approximately 7 months, and is anticipated to begin in August 2013. The first phase of
construction would consist of establishing connections to the existing pipeline and plant
piping at a time when water treatment plant production is low. Construction during this
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phase would include excavation, grading and filling, and welding. The second phase of
construction would consist of installing the new 54-inch pipeline and installing a third
flow-control facility (and associated pipeline) parallel to the existing two flow-control
facilities. Construction during this phase would include excavation, grading, filling and
welding, and pouring concrete, and would use the following equipment: two excavators,
a backhoe, articulated trucks, a dozer, two loaders, a water truck, a compactor, an air
compressor, pick-up trucks, a boom truck, a hydro crane, hand compactors, welding
machines, and a job trailer. Construction equipment would access the TOVWTP via
Twin Oaks Valley Road and local roads previously used for construction of TOVWTP.
Construction staging would occur within the grounds of the treatment plant.
•

Pipeline 3 Relining: Pipeline 3 currently operates as a gravity-flow system from north to
south. Under the proposed operating scenario, the pipeline would be operated as a
pressurized pipeline with flow from south to north. To safely and reliably operate the pipeline
in this scenario, the existing 5.5-mile-long Pipeline 3 segment between the Aqueduct
Connection Point and the TOVWTP will be relined. This segment of Pipeline 3 is in need of
relining even without the proposed Project modifications, and would need to be relined
within the next 12 years to remain in service. It is assumed for the purposes of this analysis
that approximately 500 linear feet of Pipeline 3 will need replacing rather than relining.
Pipeline 3 would be accessed via 15 portals located approximately 2,000 feet apart along
the pipeline (see Figure 4, Pipeline Relining Portal Locations). The 85-foot by 20-foot
excavated portals would be used to pull the pipe liner from high points along the pipeline that
are generally associated with air vacuum/blow-off locations. Staging areas are anticipated to
be approximately 300 feet by 100 feet, or approximately 0.69 acre in size.

Construction activities associated with the relining of Pipeline 3 would include the
following phases:
o

o

o

Portal Development
•

Duration and activities: 2 days at each portal to install fencing, as well as
to install piles for shoring

•

Equipment used: two excavators, crane, loader/forklift

Portal Excavation
•

Duration and activities: 3 days at each portal to install steel shoring plates
and excavate portal

•

Equipment used: Excavator, loader, dump truck, water truck

Existing .Pipe Demolition
•

Duration and activities: 3 days at each portal to cut and remove existing
pipeline
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•
o

o

o

o

Equipment used: Excavator, loader, air compressor, two welding rigs,
dump truck

Steel Liner Installation
•

Duration and activities: 24 days at each portal to place and weld steel liners

•

Equipment used: Crane, two welding rigs, excavator

Grouting
•

Duration and activities: 10 days at each portal to grout annular spacing
between new steel liner and existing concrete pipe

•

Equipment used: Grouting pump

Interior Mortar Lining
•

Duration and activities: 10 days to install mortar lining

•

Equipment used: Spin lining machine, blower/fan

Portal Closure
•

Duration and activities: 14 days at each portal to install new welded steel
pipe, install reinforcing steel, pour concrete, and backfill

•

o

•

Equipment used: Crane, two welding rigs, excavator, concrete, truck,
water truck
Site Restoration.

Aqueduct Connection Point Modifications: The proposed modifications to the Water
Authority's Aqueduct Connection Point in San Marcos to enable northward flow would
include installation of valves in Pipelines 3 and 4, a flow meter, and appurtenant piping
(see Figure 5, Aqueduct Connection Point Modifications). Construction would take place
within the approved construction footprint for the VWD Flow-Control Facility, involving
the same area of disturbance, construction time frame, and similar construction
techniques to those previously evaluated in the First Addendum (City of Carlsbad 2009).
As indicated in the First Addendum, the structures at this location were previously
considered with the construction of the off-site product water pipelines in the FEIR (City
of Carlsbad 2009).

In very rare circumstances, water from the Carlsbad Desalination Project may be directly
delivered south in the Water Authority's aqueduct. If needed in these instances to
assure acceptable water quality, a chemical injection facility will be installed at the San
Marcos connection point to treat the product water prior to introduction into the Water
Authority's aqueduct. These facilities would only be used when the water is routed to the
south rather than north to the TOVWTP. This is not a normal operation mode and would
only be required in rare circumstances where Pipeline 3 or Pipeline 4 are out of service
upstream of the desalination connection facilities. This chemical injection facility would
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consist of two 5,000 gallon tanker trucks temporarily parked within secondary
containment structures. One truck would contain sodium hypochlorite (11 %-14%
solution) and one truck would contain aqueous ammonia (17%-20% solution). The
sodium hypochlorite would be injected into the product water at a rate of 700 gal/day.
The ammonia would be injected at a rate of 350 gal/day. Approximately one sodium
hypochlorite truck delivery per week and one aqueous ammonia truck delivery every 2
weeks would be required during periods when chemical injection is in use.
•

Pipeline 4 Vent Replacement and Pipeline Interconnect: The existing vent along
Pipeline 4 in San Marcos would be removed and replaced with a new vent structure to
allow for an increase in the upstream pressure (hydraulic gradient) in Pipeline 4, which is
required to divert water from Pipeline 4 to Pipeline 3 downstream of the San Marcos
connection facilities. A new 40-foot-long, 54-inch-diameter, above grade pipeline to
connect Pipeline 3 to Pipeline 4 would be located directly upstream and adjacent to the
proposed new vent. The new vent would be located on the same site of the existing vent
that is located approximately 250 feet west of Schoolhouse Way, and approximately
0.85 mile north of the center of the Community of San Elijo Hills within the City of San
Marcos, California (Figure 2). Construction of the new vent would utilize an
approximately 1.4-acre temporary work area. A smaller 0.06-acre temporary work area
would also be needed (see Figure 6a, Pipeline 4 Vent Replacement and Pipeline
Interconnect). A concrete weir vent would be constructed that would extend above grade
by approximately 20 feet and cover an approximately 12- by 25-foot area. The top of the
weir vent would include a ventilation screen and hatches. The remaining vent
mechanisms would either be located inside the weir vent or would be below grade (see
Figure 6b, Pipeline 4 Vent Replacement and Pipeline Interconnect Plan and CrossSection). The existing 19-foot tall vent stack would be removed and capped near ground
level.
Construction of the Pipeline 4 Vent Replacement would take place over an approximately
7-month period and consist of two phases: excavation and construction. Activities in the
work area would include access improvements for construction equipment; blasting (the
new vent is located in an area where there is exposed hard rock); excavation, hauling, and
stocking of excavated materials; pipe demolition; concrete cutting; material and equipment
delivery and storage; reinforced concrete placement; pipe installation; grading; fence
installation; and hydroseeding. Access to the site would be via existing Water Authority dirt
roads in the Project area that are accessed via Schoolhouse Way to the south or from La
Plaza Drive to the north. The first phase of construction would consist of excavation, would
take approximately 3 months to complete and would include use of the following
equipment: one hydraulic drill rig, one excavator, one dozer, dump trucks, a water truck,
and a blower. The second phase would include construction of the new vent, would take
approximately 4 months to complete, and would involve use of the following construction
equipment: one concrete pump truck, concrete delivery trucks, flatbed delivery trucks, one
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3D-ton rubber tire crane, one excavator, one loader, and a blower. Construction staging
would occur within areas shown on Figure 6a.
•

Macario Canyon Pipeline Alignment Modification and Pumping Well: The Macario
Canyon Pipeline Alignment Modification involves 1,640 feet of trenchless pipe
installation crossing Macario Canyon. The FEIR analyzed this segment of pipeline under
two scenarios: open trenching within Cannon Road and trenchless construction just
north of Cannon Road across Macario Canyon. Since the installation of this portion of
the Faraday Avenue pipeline route was included in the FEIR using trench/ess
construction, no further analysis of the underground pipeline installation beneath
Macario Canyon is required under CEQA. The minor change in alignment (shifted to
south of Cannon Road between Cannon and Faraday - see Figures 7a and 7b) and
similar construction techniques across sensitive wetland areas would not represent a
substantial change in the Project or its effects. The modifications shift the location of the
pipeline in this area approximately 1,000 feet to the south and add a pumping well to be
installed along the pipeline alignment to allow for maintenance of the pipeline.
Construction of this realigned portion of the pipeline would use traditional directional
drilling techniques. Due to the topography, which creates a low point in the pipeline, the
pipeline in this area would include a pumping well and a drain line (above the pipeline)
that connects to a storm drain on Faraday Avenue (Figures 7a and 7b) to allow for
drainage of the pipe. The pumping well would be installed approximately mid-way along
the pipeline alignment between Cannon Road and Faraday Avenue. The pumping well
would be consistent with other Water Authority pumping wells and would be used during
infrequent events when the pipeline may need to be taken off-line for maintenance
and/or repair. The aboveground physical dimensions of the pumping well are anticipated
to consist of an approximately 48-inch-diameter manhole that would be raised
approximately 6 inches above ground level.

Construction of the pipeline and pumping well would occur within portions of Cannon
Road and Faraday Avenue, as well as within an open space area in Macario Canyon.
During construction, the Water Authority would establish an 80-foot-wide temporary work
easement in Macario Canyon. The pipeline would be installed in two segments via
directional drilling from a construction site located approximately 1,200 feet south of the
intersection of Cannon Road and Faraday Avenue and shown on Figure 7a. There
would be two receiving pits-one in Cannon Road and one in Faraday Avenue. Impacts
to sensitive habitats would be avoided. Access to the site would be via Cannon Road,
Faraday Avenue, and existing dirt access roads that extend from Cannon Road to the
construction area and pumping well site as shown on Figure 7a. Construction of the
pipeline would take approximately 9 months, is anticipated to begin in May 2014, and
would require the use of an excavator, mobile crane, front end loader, water truck,
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boring machine, and bull dozer. During boring, work trucks would enter the site daily to
haul away spoils and deliver pipe.

6.0

SAN DIEGO COUNTY WATER AUTHORITY ACTIONS

To process the proposed changes, the following Water Authority actions are required:
1. EIR 03-05(8) - Second Addendum to the Project's certified EIR; as a responsible agency
under CEQA, the Water Authority will be accepting the City of Carlsbad's previously
approved FEIR and First Addendum, as well as approving this document, the Second
Addendum
2. Approval of various agreements to purchase water and construct facilities.

7.0

IDENTIFICATION OF ENVIRONMENTAL EFFECTS

Documents containing the environmental analysis supporting the City of Carlsbad's action in
approving the Project include the FEIR, First Addendum, Mitigation Monitoring and Reporting
Program, CEQA Findings, and additional responses provided for comments submitted after
publication of the FEIR.
The Second Addendum analyzes all 11 environmental issue areas that were included in the
FEIR and First Addendum, and discusses whether the proposed Project modifications described
in Section 5.0 would trigger significance criteria identified in the CEQA Guidelines, Section
15162, in each of these areas. For each environmental issue area, a comparative analysis of
the impacts presented in the FEIR and First Addendum to the FEIR is provided. The analysis
includes a determination regarding the occurrence of any new significant impacts or an increase
in the severity of previously identified impacts. Finally, an analysis is presented to determine
whether there are any changed circumstances or new information relative to the revised Project.
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8.0

ANALYSIS

The following environmental analysis supports the Water Authority's determination that approval
and implementation of the proposed Project modifications would not result in any new significant
environmental impacts or a substantial increase in the severity of previously disclosed impacts
covered under the FEIR and First Addendum. This environmental analysis is subject to all
applicable mitigation measures outlined in the FEIR and Mitigation Monitoring and Reporting
Program. In addition, the Water Authority's General Conditions and Standard Specifications
(2005 edition) have been considered in this environmental analysis, and will also be
incorporated into the construction plans and specifications, as appropriate. The Water Authority
updates the General Conditions and Standard Specifications periodically to reflect changes in
law, advancement of construction methods, materials, and standards, and other issues as
deemed appropriate for the Water Authority to achieve its mission.
As stated in Section 1.0, activities associated with the proposed modifications are subject to the
requirements and mitigation measures identified in the FEIR, and First Addendum, and the
NCCP/HCP EIRIEIS and associated NCCP/HCP and implementing agreement. Where such
requirements apply and are relevant, they are noted in the discussion below.
The FEIR and First Addendum, the NCCP/HCP EIR/EIS, and the Water Authority's General
Conditions and Standard Specifications are on file at the Water Authority's office, 4677
Overland Avenue, San Diego, California, 92123,
The following presents the environmental analysis of impacts associated with the proposed
Project modifications. In instances where the impacts resulting from several Project components
would be similar, their corresponding analyses have been grouped together. In instances where
impacts differ by Project component, they are discussed separately.
Aesthetics

Analysis of aesthetic impacts and EIR-identified mitigation measures of the approved Project
are contained in the FEIR, Section 4.1, pages 4.1-3 through 4.1-12. See also CEQA Findings,
pages 10 and 11.
The Carlsbad Desalination FEIR and First Addendum concluded that because aesthetic impacts
from construction activities would be short-term and within limited areas, construction-related
impacts to visual resources would be considered less than significant. Similarly, the construction
activities associated with the proposed Project modifications would also be temporary and within
limited areas and, therefore, would also result in less-than-significant impacts to
aesthetics/visual resources.
Analysis of the Revised Project
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TO VWTP Modifications

The proposed modifications to the TOVWTP are evaluated utilizing the same criteria discussed in
the Carlsbad FEIR (Section 4.1). Specifically, construction of the TOVWTP modifications will cause
short-term, temporary aesthetic impacts, including equipment storage, materials, soil stockpiling and
debris exposed to public views. Because these impacts are short-term in nature, and because they
affect a limited area already containing similar structures, they are not considered to have a
substantial adverse effect on a scenic vista, nor would they substantially damage scenic resources.
Likewise, the long-term impacts of these additional facilities are less than significant because the
new facilities will be designed with the same aesthetic character as the existing on-site water control
and treatment facilities. All new pipelines would either be buried or screened. The third flow-control
facility would be located directly adjacent to the existing flow-control facility, and would be designed
with the same aesthetic character as the existing facility. These minor modifications to the TOVWTP
would not substantially alter the views of the treatment plant facilities. Therefore, the inclusion of
these facilities would not result in new impacts or increase the severity of impacts identified in the
Carlsbad FEIR, and therefore would not change the FEIR conclusions that the impacts are less
than significant.
Pipeline 3 Relining

As discussed in the Carlsbad FEIR and First Addendum, since pipelines are underground, no
long-term impacts to aesthetics would occur from pipeline installation. Therefore, the inclusion
of the Pipeline 3 Relining effort would not result in new significant impacts or increase the
severity of impacts identified in the FEIR, and therefore would not change the FEIR conclusion.
Aqueduct Connection Point Modifications

Similar to the conclusion reached in the Carlsbad FEIR regarding the temporary nature of
construction activities for the pipelines and adjunct facilities, temporarily parking two 5,000gallon chemical tanker trucks at the aqueduct connection point, an existing disturbed/developed
area, would not result in new aesthetic impacts, nor increase the severity of impacts identified in
the FEIR. They would not constitute a permanent visual impact, and would only be present in
very rare circumstances when water from the Carlsbad Desalination Project needs to be
delivered directly south, such as when Pipeline 3 or Pipeline 4 are out of service. Additionally,
the tanker trucks would be parked in an industrial area, and would be consistent with the
surrounding land uses. The inclusion of these chemical tanker trucks in rare circumstances
would not result in new impacts or increase the severity of impacts identified in the FEIR, and
therefore would not change the FEIR conclusion.
Pipeline 4 Vent Replacement and Pipeline Interconnect
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As mentioned earlier, the Pipeline 4 Vent Replacement and Pipeline Interconnect would include a
12-foot by 25-foot weir vent that would extend approximately 20 feet above grade, and a 40-foot
length of 54-inch diameter pipeline to interconnect Pipelines 3 and 4. The interconnect pipeline
would be approximately six feet above grade. The existing vent is at approximately 1,020 feet
AMSL and extends approximately 19 feet above grade. Due to the natural topography of the area,
the existing and proposed vent location, and proposed interconnection pipeline location is visible
from a limited number of homes located on nearby ridgelines approximately 1/3 of a mile south
and southwest of the site in the San Elijo Hills community. Considering low profile of the
interconnect pipeline and that the the existing vent is similarly visible from existing vantage points
of the vent location, the inclusion of the vent replacement and pipeline interconnect would not
result in new significant impacts or increase the severity of impacts identified in the FEIR, and
therefore would not change the FEIR conclusion.
Macario Canyon Pipeline Alignment Modification and Pumping Well

Other than the temporary nature of construction-related visual impacts discussed above, and a
manhole cover, no other visual impacts will occur as a result of the Macario Canyon Pipeline
Alignment Modification and Pumping Well changes. The pumping well would impact a limited
area and would not consist of any above-grade structures other than a manhole. The manhole
would be visible from a very limited number of vantage points due to its size and the natural
topography of the area. Therefore, the inclusion of the pumping well would not result in new
impacts or increase the severity of impacts identified in the FEIR, and therefore would not
change the FEIR conclusion.
Substantial Changes With Respect to the Circumstances Under Which the Project is
Undertaken/New Information of Substantial Importance
There are no changes with respect to circumstances under which the Project would be
undertaken, and there is no new information of substantial importance that has become
available relative to visual or aesthetic resources. No substantial changes in the aesthetic or
visual environment have occurred since certification of the FEIR, and no substantial new
sensitive receptors or scenic resources have been identified within the vicinity of the proposed
Project modifications.
Conclusion
Based on the above, no new significant aesthetic impacts or a substantial increase in previously
identified aesthetic impacts would occur as a result of the proposed modifications. All mitigation
measures previously adopted for the approved Project will apply to the proposed Project described
herein, as applicable. Therefore, the impacts to aesthetic resources and the proposed Project
modifications do not meet the standards for a subsequent or supplemental EIR as provided
pursuant to CEQA Guidelines, Section 15162.
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Air Quality

Analysis of air quality impacts of the approved Project are contained in the FEIR, Section 4.2,
pages 4.2-10 through 4.2-21. See also CEQA Findings, page 11.
The Carlsbad Desalination FEIR and First Addendum concluded that impacts to air quality as a
result of construction and operation of the approved Project were less than significant. The FEIR
had originally assumed that seven segments of 1,000 feet of pipeline would be constructed
simultaneously. Emission calculations were based on two crews placing base material, four
crews laying the pipeline in the trench, and three crews backfilling the trench at any given time.
Analysis of the Revised Project
Construction of the proposed Project modifications would result in temporary increases in
criteria pollutant emissions associated with construction equipment. While the FEIR had
assumed that seven segments of 1,000 feet of pipeline would be constructed at any given time,
under the new construction schedule there would be no more than two segments of 1,000 feet
of pipeline constructed simultaneously. As a result, the disclosed construction emissions in the
FEIR associated with the off-site pipelines are substantially overestimated when the revised
construction scenario is considered, and it has been determined that the construction activities
associated with the proposed Project modifications-in combination with the construction
activities associated with pipeline construction"",-would not exceed the emissions previously
disclosed in the FEIR for any criteria pollutant. Similar to the findings of the FEIR and First
Addendum, the construction-related air pollution emissions from the proposed Project
modifications would be temporary and would not be expected to have a permanent significant
impact on ambient air quality.
The Project modifications do not propose any changes to the operational characteristics of the
desalination plant; therefore, there are no potential increased direct or indirect emissions
associated with operation of the desalination plant that were not discussed in the Carlsbad
FEIR.
Substantial Changes With Respect to the Circumstances Under Which the Project is
Undertaken/New Information of Substantial Importance
As discussed in the First Addendum to the FEIR, Assembly Bill 32 (AB 32)requires the
California Air Resources Board (CARB), the state agency charged with regulating statewide air
quality, to adopt rules and regulations that would achieve greenhouse gas (GHG) emissions
equivalent to statewide levels in 1990 by 2020. GHG emissions were addressed in the First
Addendum in 2009 through the California Coastal Commission's conditional approval of the
Project's Energy Minimization and Greenhouse Gas Reduction Plan (GHG Plan). The GHG
Plan provides for the assessment, reduction, and mitigation of GHG emissions, and establishes
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a protocol for identifying, securing, monitoring, and updating measures to eliminate the Project's
net carbon footprint. Once the Project is operational and all measures to reduce energy use at
the site have been taken, the protocol involves the following steps, completed each year:
1. Determine the energy consumed by the Project for the previous year
2. Determine San Diego Gas and Electric (SDG&E) emission factor for delivered electricity
from its most recently published Annual Emissions Report
3. Calculate the Project's gross indirect GHG emissions resulting from Project operations
by multiplying its electricity use by the emission factor
4. Calculate the Project's net indirect GHG emissions by subtracting emissions avoided as
a result of the Project (Avoided Emissions) and any existing offset projects and/or
Renewable Energy Credits (RECs)
5. If necessary, purchase carbon offsets or RECs (or pay an in-lieu fee) to zero-out the
Project's net indirect GHG emissions.
The following are elements of the plan, based on a draft "Greenhouse Gas Emissions Template"
provided by the California Coastal Commission:
A. Increased Energy Efficiency (such as use of a pressure-exchanger energy recovery system
that captures energy from the discharge stream and high-energy efficiency pumps)
B. GHG Emission Reduction by Green Building Design
C. On-Site Solar Power Generation
D. Recovery of CO2 (carbon dioxide in a gaseous form will be added to the reverse osmosis
permeate in combination with calcium hydroxide or calcium carbonate in order to form
soluble calcium bicarbonate which adds hardness and alkalinity to the drinking water for
distribution system corrosion protection)
E. Avoided Emissions from Reducing Energy Needs for Water Reclamation (reduced
salinity of source water would reduce the need to remove salts from wastewater to meet
recycled water requirements)
F. Avoided Emissions from Displaced Imported Water
G. Avoided Emissions through Coastal Wetlands (carbon sequestration).
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All energy use required to deliver product water would be incurred by pumps at the Carlsbad
Desalination Plant, and this energy use was previously analyzed in the FEIR for the Carlsbad
Desalination Plant Project. GHG emissions from construction activities associated with the
proposed Project modifications would not exceed those identified in the FEIR, and 25,000 tons
of carbon offsets as mitigation for construction-related emissions from the construction of the
desalination plant will be purchased, which far exceeds the offsets that would actually be
needed for construction-related impacts, even with the addition of these modifications.
The proposed Project modifications would not result in an increase in overall GHG emissions. The
Project's GHG Plan was approved by the California Coastal Commission in August 2008. With
implementation of the GHG Plan, the Project will demonstrate a "net zero" impact on GHG
emissions from indirect sources (electrical energy consumption). The Project as revised would,
therefore, not increase the severity of previously identified air quality impacts, nor would it result in
any new significant effects related to air pollutant emissions that were not previously identified.
Conclusion
The proposed Project modifications are consistent with the GHG Plan requirement
demonstrating a "net zero" impact on GHG emissions from indirect sources (electrical energy
consumption). The proposed Project as revised would not increase the severity of previously
identified air quality impacts, nor would it result in any new significant effects related to air
emissions that were not previously identified in the FEIR. Additionally, in light of the wide
range of global warming activity prior to the certification of the FEIR in June 2006, there are
no substantial changes to the circumstances under which the Project will be undertaken, and
no new information of substantial importance which was not known and could not have been
known when the FEIR was certified has since been identified. Therefore, the impacts to air
quality and the proposed Project modifications do not meet the standards for a subsequent or
supplemental EIR as provided pursuant to CEQA Guidelines, Section 15162.
Biological Resources

Analysis of biological resources impacts and EIR-identified mitigation measures of the approved
Project are contained in the FEIR, Section 4.3, pages 4.3-18 through 4.3-54. See also CEQA
Findings, pages 12 through 14. The proposed Project modifications are considered to be
covered under this analysis with the exception of the TOVWTP Modifications and Aqueduct
Connection Modifications, Pipeline 3 Relining, and Pipeline 4 Vent Replacement and Pipeline
Interconnect.
In addition to the analysis provided in the Carlsbad EIR and First Addendum, the Water
Authority also has the benefit of the approved NCCP/HCP, its implementing agreement, and
existing federal Endangered Species Act Section 10(a)(1 )(8) incidental take permit and
California Fish and Game Code Section 2835 take permit. The NCCP/HCP Final EIR/EIS
Precise Development Plan and Desalination Plant Project
Second CEQA Addendum

Page 413 of 656

November 2012

38

(Section 4 and appendices) contains a thorough analysis of biological resources impacts and
associated project design features and mitigation measures associated with Covered Activities
including minor modifications to existing Water Authority facilities. This analysis and the
associated mitigation measures described therein will apply to the proposed modifications
associated with the TOVWTP modifications, Pipeline 3 Relining, and the Pipeline 4 Vent
Replacement and Pipeline Interconnect.
Analysis of the Revised Project
TOVWTP Modifications and Aqueduct Connection Point Modifications

The modifications to the TOVWTP associated with the proposed Project will not result in new
significant impacts to Biological Resources. Proposed modifications to the TOVWTP and at the
connection point to Pipeline 3 would be within previously developed areas. No direct biological
impacts would occur at these sites. Indirect impacts from construction and operation of the
proposed treatment plant modifications may include noise, fugitive dust, erosion and
sedimentation. Disturbed areas will be restored per Section 6.6.2 of the NCCP/HCP.
Additionally, mitigation for indirect impacts will occur pursuant to the NCCP/HCP. Lastly,
impacts would also be reduced through incorporation of the Water Authority's General
Conditions and Standard Specifications/Project Design Features discussed Biological
Resources Technical Report for the Pipeline 3 Relining and Associated Improvements Project
(Dudek 2012). Therefore, the TOVWTP modifications would not result in new impacts or
increase the severity of impacts identified in the NCCP/HCP EIRIEIS, and therefore would not
change the NCCP/HCP EIR/EIS conclusion. Therefore, no new significant impacts or
substantially more severe impacts would occur during construction at the treatment plant with
the proposed modifications.
Pipeline 3 Relining

In 2010, the Water Authority approved the Final EIR/EIS for the Water Authority Subregional
NCCP/HCP (Water Authority 2010a, 2010b). The NCCP/HCP addresses the potential impacts
of Water Authority activities on special-status biological resources. These activities include new
construction and typical expansion of existing infrastructure, and ongoing installation, use
maintenance, and repair of aqueduct and water conveyance, treatment, and storage systems.
Impacts to 63 special-status species are covered under the NCCP/HCP through avoidance and
minimization requirements, as well as approximately 704 acres of Water Authority mitigation
credits (Water Authority et. al. 2010). Relining of Pipeline 3 is a covered activity in the
NCCP/HCP. No new impacts would occur due to the proposed Project modifications that were
not previously considered in the NCCP/HCP EIRIEIS. As covered activities under the
NCCP/HCP, the biological impacts from these activities have been addressed and will be
mitigated with implementation of the applicable mitigation measures in the NCCP/HCP Section
6 and Appendix B (Water Authority. 2010b).
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The Biological Resources Technical Report for the Pipeline 3 Relining and Associated
Improvements Project (Dudek 2012) contains a Project-level analysis of biological impacts
resulting from the proposed Project modifications. The findings of that analysis are included
below.
Implementation of the Pipeline 3 Relining would result in direct impacts to 3.71 acres of native
vegetation that would require mitigation pursuant to the NCCP/HCP, including 3.66 acres of
vegetation within the Water Authority ROWand 0.05 acre of vegetation outside the ROWand
inside of Biologically Significant Resource Areas (BSRA). The mitigation program for impacts
would include using 0.325 acre of mitigation credits within the Crestridge Habitat Management
Area (HMA) or San Miguel Conservation Bank, and restoration of impacts per NCCP/HCP
Section 6.6.2. Both mitigation sites are identified as BSRAs under the NCCP/HCP.
Although two sensitive plants and four sensitive wildlife species were observed in the Study
Area and others have a moderate potential to occur, the Project has been designed to avoid
direct impacts to these species and will apply the Special Conditions for avoidance and
minimization pursuant to the NCCP/HCP to reduce potential impacts to a level below significant.
No significant direct impacts are proposed or anticipated to any sensitive plant or wildlife
species or U.S. Fish and Wildlife Service (USFWS)-designated critical habitat for any specialstatus species. Portal 13 is located adjacent to critical habitat designated for thread-leaved
brodiaea (Brodiaea filifolia); however, this area consists of ornamental vegetation and a paved
access path located between rows of a residential subdivision and supports no primary
constituent habitat elements required for the species. Further, focused surveys for rare plants
were negative in this area and the Portal 13 impact area has been designed to avoid the threadleaved brodiaea critical habitat mapped at this location.
Disturbance of vegetation communities could affect native nesting birds if Project activities occur
during the nesting season. Pursuant to the NCCP/HCP, the nesting season is defined as
January 15 to July 31 for raptor species, March 15 to September 15 for riparian species, and
February 15 to August 15 for upland species. Compliance with the federal Migratory Bird Treaty
Act (MBTA) and Fish and Game Code Sections 3503.5 and 3513 will be ensured either by
removing/modifying potential nesting habitat outside the nesting season, or by having a qualified
Environmental Surveyor conduct pre-activity nest surveys to determine the status of nesting
birds within and around the impact areas if any vegetation disturbance occurs during the nesting
season. If an active nest is detected and construction must proceed, the Environmental
Surveyor will establish buffer guidelines (typically 100-foot buffer zone) and nest activity will be
monitored to ensure compliance with the MBTA and Fish and Game Code.
The Project also has been designed to ensure that potential indirect impacts associated with
drainage/water quality, lighting, increased human activities during Project construction, and
invasive species would be less than significant. Potentially significant indirect impacts to
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nesting/breeding least Bell's vireo (Vireo bellii pusillus) (if present) due to construction noise
could result from implementation of the proposed Project. Implementation of species-specific
NCCP/HCP special conditions would ensure that these impacts remain less than significant.
In addition to the incorporation of mitigation measures from the NCCP/HCP, impacts to
biological resources resulting from the Pipeline 3 Relining effort would also be reduced through
incorporation of the Water Authority's General Conditions and Standard Specifications, as
outlined in the Biological Resources Technical Report (Dudek 2012). Therefore, the Pipeline 3
relining would not result in new impacts or increase the severity of impacts identified in the
NCCP/HCP EIR/EIS, and therefore would not change the NCCP/HCP EIR/EIS conclusion.

Pipeline 4 Vent Replacement and Pipeline Interconnect
Similar to the Pipeline 3 relining, the Pipeline 4 vent replacement and pipeline interconnect
would be a covered activity under the NCCP/HCP. Construction activities at this site would
result in approximately 0.62 acre of impact to coastal sage scrub. Mitigation requirements for
permanent impacts will be fulfilled using the Crestridge HMA or San Miguel Conservation Bank
in accordance with the NCCP/HCP, as well as restoration on site. Disturbed areas will be
restored per Section 6.6.2 of the NCCP/HCP. Additionally, mitigation for indirect impacts will
occur pursuant to the NCCP/HCP. Lastly, impacts would also be reduced through incorporation
of the Water Authority's General Conditions and Standard Specifications. Therefore, the
Pipeline 4 Vent Replacement and Pipeline Interconnect would not result in new impacts or
increase the severity of impacts identified in the NCCP/HCP EIRIEIS, and therefore would not
change the NCCP/HCP EIR/EIS conclusion.

Macario Canyon Pipeline Alignment Modification and Pumping Well
Implementation of the proposed Project modifications would result in temporary impacts to 0.14
acre of non-native annual grassland at the proposed drilling portal location and construction
staging area, which are within the temporary work area shown on Figure 7a. The project would
also result in 13 square feet of permanent impacts resulting from the placement of the 48-inchdiameter manhole within the non-native annual grassland habitat. Impacts were calculated by
overlaying the portal, staging area, and blow-off valve structure locations over a vegetation map.
All work will be contained within this temporary work· area footprint, which also includes
approximately 0.04 acre of developed area. Impacts on developed land are regarded as less
than significant. No impacts to wetlands or jurisdictional waters would occur, and all construction
activities would occur at least 100 feet away from wetland habitats. The direct impacts to annual
grassland are within the scope of the impacts analyzed in the FEIR and the First Addendum. As
noted previously, the FEIR addressed a broad scope of impacts on sensitive biological
resources to provide for flexibility in final design and alignment of the conveyance pipelines. As
a result, impacts reported in the FEIR are greater than what would occur with the proposed
Project modifications. Specifically, previously addressed impacts from the Final EIR were
Precise Development Plan and Desalination Plant Project
Second CEQA Addendum

Page 416 of 656

November 2012
41

avoided with the alignment and design changes addressed in the First Addendum, as described
in more detail below. Thus, the approved Project under the First Addendum would have resulted
in reduced impacts to sensitive communities as compared to the impacts that were identified in
the FEIR.
Among these impacts addressed in the FEIR were 3.71 acres of impact to annual grassland.
The 3.71 acres of impact to annual grassland were mapped along the potential pipeline
segments located just north of Palomar Airport and in the Shadowridge area. Since the impacts
to annual grassland that would occur as a result of the currently proposed Project modifications
in Macario Canyon would be less than the total acres anticipated to be impacted under the
FEIR, the impacts associated with the Project modification in Macario Canyon are within the
scope of the analysis of the FEIR. With implementation of FEIR Mitigation Measure 4.3-1,
impacts to 0.14 acre of annual grassland in Macario Canyon are considered less than
significant.
Construction activities in Macario Canyon would also result in indirect impacts to adjacent sensitive
habitats and wildlife, including potential impacts from construction-generated dust, siltation, and
noise. Implementation of FEIR Mitigation Measures 4.3-3, 4.3-4, and 4.3-5 would ensure that
impacts remain below a level of significance. Consistent with the FEIR, with implementation of
mitigation, indirect impacts from construction activities would be considered less than significant.
Based on the above analysis, the modifications to the pipeline in Macario Canyon would not
result in impacts that were not previously identified and mitigated per the FEIR. With mitigation,
impacts to biological resources would be similar to those discussed in the FEIR and would
remain less than significant with the proposed Project modifications.
Substantial Changes With Respect to the Circumstances Under Which the Project is
Undertaken/New Information of Substantial Importance
There are no changes with respect to circumstances under which the Project will be undertaken,
and there is no new information of substantial importance that has become available relative to
biological resources. The additional mitigation imposed by the California Coastal Commission and
the Regional Water Quality Control Board does not constitute a changed circumstance or new
information of substantial importance, as indicated in the First Addendum. The mitigation acreage
required by these two agencies was imposed pursuant to their respective responsibilities under
separate regulatory schemes, i.e., the Coastal Act and the California Water Code, both of which
employ different standards of review than CEQA's "significant impact" threshold. Thus, the
additional mitigation acreage did not involve new significant environmental effects or a substantial
increase in the severity of previously identified significant effects.
Conclusion
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None of the proposed Project changes or additions regarding biological resources involve new
significant impacts or a substantial increase in previously identified impacts. Additionally, there
are no substantial changes to the circumstances under which the Project will be undertaken,
and no new information of substantial importance regarding biological resources which was not
known and could not have been known when the FEIR was certified has since been identified.
Therefore, the biological resources impacts and the proposed Project modifications do not meet
the standards for a subsequent or supplemental EIR as provided pursuant to CEQA Guidelines,
Section 15162.
Cultural Resources

Analysis of cultural impacts and EIR-identified mitigation measures of the approved Project are
contained in the FEIR, Section 4.4, pages 4.4-14 through 4.4-27. See also CEQA Findings,
pages 14 and 15.
The FEIR and First Addendum concluded that cultural resource impacts were less than
significant with mitigation implemented in previously undisturbed areas near known
archaeological and paleontological resources sites.
Analysis of the Revised Project
With the exception of the Macario Canyon Pumping Well, the proposed Project modifications
would occur entirely within existing pipeline ROWs or in areas that have been previously
disturbed. Therefore, no new impacts to cultural or paleontological resources would result
from the proposed Project modifications in the areas of existing infrastructure, and no cultural
resources mitigation beyond that identified in the FEIR would be required for these proposed
Project modifications. The Macario Canyon Pumping Well construction area was surveyed
and no cultural resources were identified. As a result, implementation of project work at this
location would not have an effect on cultural resources. Any work conducted at this site would
also be subject to the mitigation in Section 4.4.4 of the FEIR, as applicable. Implementation of
these mitigation measures would ensure that impacts remain less than significant. Therefore,
the proposed Project modifications would not result in new significant impacts or increase the
severity of impacts identified in the FEIR, and therefore would not change the FEIR
conclusion.
Substantial Changes With Respect to the Circumstances Under Which the Project is
Undertaken/New Information of Substantial Importance
The potential for significant impacts on cultural or paleontological resources within the area of
potential effect of the Project has not changed since the time of certification of the FEIR.
Therefore, no changes in circumstances and no new information of substantial importance
relative to cultural or paleontological resources have been identified.
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Conclusion
None of the proposed Project modifications involve new significant impacts or a substantial
increase in previously identified impacts regarding cultural/paleontological resources.
Additionally, there are no substantial changes to the circumstances under which the Project will
be undertaken, and no new information of substantial importance regarding
cultural/paleontological resources which was not known and could not have been known when
the FEIR was certified has since been identified. Therefore, the impacts to
cultural/paleontological resources as a result of the proposed Project modifications do not meet
the standards for a subsequent or supplemental EIR as provided pursuant to CEQA Guidelines,
Section 15162.
Geology and Soils

Analysis of geology/soils impacts and EIR-identified mitigation measures of the approved
Project are contained in the FEIR, Section 4.5, pages 4.5-10 through 4.5-17. See also CEQA
Findings, pages 15 and 16.
The FEIR and First Addendum found that long-term impacts due to unstable soil types and
seismic-related geologic hazards would be less than significant with mitigation measures
incorporated. The FEIR and First Addendum also found that during construction activities,
erosion could be accelerated, which could undermine slopes, cause siltation of surface waters,
and expose and damage underground facilities. This impact was found to be less than
significant with implementation of mitigation measures. Additionally, the FEIR and First
Addendum found that impacts to mineral resources would be less than significant.
Analysis of the Revised Project
Geologic impacts of the proposed Project modifications would be mitigated to a less-thansignificant level with the implementation of Mitigation Measure 4.5-2, which requires that a preconstruction geotechnical investigation be prepared to address geotechnical considerations. All
recommendations of the geotechnical investigation will be implemented.
The erosion potential for the proposed Project modifications would be similar to the approved
Project. Impacts would remain less-than-significant with the implementation of Mitigation
Measures 4.7-1 and 4.7-2, which require that the Project prepare a SWPPP and a Stormwater
Management Plan, respectively.
The footprints for the proposed Project modifications are within developed areas, adjacent to a
biological preserve area, or within the existing TOVWTP. These areas are not suitable for
mineral extraction. Therefore, the proposed Project modifications would not result in impacts to
geology and soils beyond what was originally evaluated in the FEIR and the First Addendum.
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Substantial Changes With Respect to the Circumstances Under Which the Project is
Undertaken/New Information of Substantial Importance
There is no potential for significant changes in geological, seismic, soils, or mineral resource
conditions within the area of potential effect of the Project since the time of certification of the
FEIR, because such resources are relatively static. Additionally, no new information regarding
unknown geologic hazards, conditions, or resources has become available. Therefore, no
changes in circumstances and no new information of substantial importance relative to geology
have been identified.
Conclusion
None of the changes or additions to the proposed Project modifications involve new significant
impacts or a substantial increase in previously identified impacts to geology, soils, or mineral
resources. In addition, there are no substantial changes to the circumstances under which the
Project will be undertaken and no new information regarding geological resources which was
not known and could not have been known when the FEIR was certified has since been
identified. Therefore, the geology/soils impacts and the proposed Project modifications do not
meet the standards for a subsequent or supplemental EIR pursuant to CEQA Guidelines,
Section 15162.
Hazards and Hazardous Materials

Analysis of hazards impacts and EIR-identified mitigation measures of the approved Project are
contained in the FEIR, Section 4.6, pages 4.6-9 through 4.6-17. See also CEQA Findings,
pages 16 and 17.
The FEIR determined that Project construction would require grading and trenching that could
potentially disturb and release hazardous materials into the environment from sites located in
proximity to the construction areas. Potential for release or exposure of existing subsurface
contamination could result during construction. The FEIR included measures to mitigate this
potential for exposure to existing contamination sites during construction. Specifically, FEIR
Mitigation Measure 4.6-1 would mitigate the potential for exposure of existing contamination by
requiring construction monitoring in areas identified as having potential risks, and appropriate
actions to be taken if contamination is encountered.
Analysis of the Revised Project
During construction, ground-disturbing activities such as grading or excavation associated with the
proposed Project modifications are not anticipated to encounter contaminated soils. The proposed
Project modifications would occur at an existing water treatment facility, along an existing water
distribution pipeline, or along a previously approved pipeline alignment adjacent to a biological
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preserve. However, to ensure that impacts would remain less than significant, the proposed Project
modifications would be subject to FEIR Mitigation Measure 4.6-1 mentioned above.
During construction, gasoline, diesel fuel, lubricating oil, grease, solvents, paint, and welding
gases would be used at all proposed Project locations. The Project would implement FEIR
Mitigation Measure 4.7-1, which requires that the Project prepare and implement an SWPPP that
will include both construction and post-construction pollution prevention and pollution control
measures. Additionally, as part of the Water Authority's water treatment and distribution facilities,
the proposed facilities that would be owned and operated by the Water Authority would be subject
to the Water Authority's Emergency Response Plan (ERP), which requires that the Water
Authority, in conjunction with the local fire department, take appropriate response actions in the
case of an accidental release of hazardous materials during transportation, use, or disposal of
hazardous materials (Water Authority 2003). With the implementation of the Water Authority's
ERP and FEIR Mitigation Measure 4.7-1, potential impacts related to hazards and hazardous
materials during construction would be similar to the approved Project and would remain less than
significant with the proposed Project modifications.
Impacts related to hazards and hazardous materials for each Project modification are
discussed below.
TOVWTP Modifications

The FEIR and First Addendum concluded that with appropriate handling and mitigation for
chemicals proposed to be used for treating the product water, potential long-term impacts related to
a risk of exposure, including fire or hazardous vapor releases during operations, will be less than
significant. The proposed Project modifications at the TOVWTP include a chemical injection and
monitoring station, which would inject aqueous ammonia and sodium hypochlorite into the product
water to provide disinfection. These chemicals are currently stored and used on site. The proposed
additional chemical volumes would be subject to compliance with all applicable hazardous materials
storage and handling laws and regulations, and Fire Code requirements, which the current
treatment plant is subject to and in compliance with. With the proposed Project modifications, the
Water Authority will update all applicable documentation at the site, such as the treatment plant's
Hazardous Materials Business Plan. The treatment facility with the proposed Project modifications
would also be subject to the Water Authority's ERP, as discussed previously. With compliance with
all applicable laws and implementation of the Water Authority's ERP, long-term impacts from
hazards and hazardous materials at the treatment plant site would remain less than significant.
Aqueduct Connection Point Modifications

As mentioned previously, in very rare circumstances, product water from the Carlsbad
Desalination Project may be directly delivered south in the Water Authority's aqueduct. If
needed in certain instances a chemical injection facility will be installed to assure acceptable
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water quality at the San Marcos connection point to treat the product water prior to introduction
into the Water Authority's aqueduct. These facilities would only be used when the water is
routed to the south rather than north to the TOVWTP. This is not a normal operation mode and
would only be required in rare circumstances where Pipeline 3 or Pipeline 4 are out of service
upstream of the desalination connection facilities. This chemical injection facility would consist
of two 5,000-galion tanker trucks temporarily parked within secondary containment structures.
One truck would contain sodium hypochlorite (11%-14% solution) and one truck would contain
aqueous ammonia (17%-20% solution). The sodium hypochlorite would be injected into the
product water at a rate of 700 gal/day. The ammonia would be injected at a rate of 350 gal/day.
Approximately one sodium hypochlorite truck delivery a week and one aqueous ammonia truck
delivery every 2 weeks would be required during periods when chemical injection is in use.
As discussed in the FEIR, chlorine does not pose a public health hazard when stored in the form
of liquid bleach (sodium hypochlorite), and aqueous ammonia presents a significantly lower risk of
toxic plume release when stored in quantities below the Clean Air Regulations threshold of 20,000
gallons at concentrations above 20% (40 CFR 68, Section 130). The proposed additional
chemical volumes would be subject to compliance with all applicable hazardous materials storage
and handling laws and regulations, as well as Fire Code requirements, per Mitigation Measure
4.6-3 in the FEIR. The proposed Project modifications would not result in new impacts or
increased severity of impacts beyond those previously identified in the FEIR.
Pipeline 3 Relining, Pipeline 4 Vent Replacement and Pipeline Interconnect, and Macario
Canyon Pipeline Alignment Modification and Pumping Well
As concluded in the FEIR, the use of pipelines to distribute potable water would not pose a
hazardous risk to the public or the environment. Long-term hazardous risks associated with the
Pipeline 3 Relining, the Pipeline 4 Vent Replacement and Pipeline Interconnect, and the
Macario Canyon Pipeline Alignment Modification and Pumping Well would be similar to the
impacts associated with the off-site pipeline impacts under the approved Project and, therefore,
impacts would remain less than significant.
Substantial Changes With Respect to the Circumstances Under Which the Project is
Undertaken/New Information of Substantial Importance
There are no substantial changes to the circumstances under which the Project will be
undertaken, and there is no new information of substantial importance relative to hazards or
hazardous materials that has become available since the certification of the FErR.
Conclusion
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With consideration of the above discussion, the hazards and hazardous materials impacts and
the proposed Project modifications do not meet the standards for a subsequent or supplemental
EIR as provided pursuant to CEQA Guidelines, Section 15162.
Hydrology and Water Quality

Analysis of hydrology/water quality impacts and EIR-identified mitigation measures of the
approved Project are contained in the FEIR, Section 4.7, pages 4.7-10 through 4.7-25. See also
CEQA Findings, pages 17 through 20.
The FEIR and First Addendum concluded that construction of the approved Project could result
in significant short-term surface water quality impacts associated with exposed soils, fuels,
lubricants, and solid and liquid wastes that would be used and stored within active construction
areas. Mitigation Measures 4.7-1 and 4.7-2, which require that the Project prepare an SWPPP
and, if appropriate, a Stormwater Management Plan (if grading or building permits are
determined to be necessary) were found to reduce water quality impacts to less than significant.
Analysis of the Revised Project
TOVWTP Modifications

Regional groundwater within the area of the TOVWTP site occurs at depths of approximately 90
feet below the surface. Additionally, localized perched groundwater aquifers are considered
possible within the Project site and typically vary in volume and extent based on seasonal
precipitation and/or irrigation levels (Water Authority 2005). Groundwater is not anticipated to
occur at the relatively shallow depths of disturbance necessary for the proposed Project
modifications. As such, impacts to groundwater would be less than significant.
Pipeline 3 Relining, Aqueduct Connection Point Modifications, Pipeline 4 Vent Replacement and
Pipeline Interconnect, and Macario Canyon Pipeline Alignment Modification and Pumping Well

Both the FEIR and First Addendum concluded that impacts to hydrology and water quality due to
installation of the off-site pipelines and associated infrastructure would be less than significant. The
majority of the proposed Project modifications would be installed or repaired underground and,
therefore, similar to the approved Project, would not cause increases in impervious surfaces or
runoff. Long-term impacts to hydrology and water quality from the proposed Project modifications
would therefore also be less than significant.
Similar to the approved Project, the proposed changes could also result in short-term
construction-related surface water impacts that would be reduced to less-than-significant levels
with implementation of FEIR Mitigation Measures 4.7-1 and 4.7-2.
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The proposed Project modifications located within the City of San Marcos are not located in a
flood zone (FEMA 1997, 1999). Portions of the Macario Canyon pipeline modifications are
within the flood zone that is a tributary to Aqua Hedionda Creek (FEMA 2012). The FEIR
determined that impacts may occur along certain pipeline alignments that are located within a
1OO-year flood zone. In these areas, implementation of Mitigation Measure 4.7-3, which requires
that construction activities occur during the dry months between May 1 and September 30,
ensures that impacts would remain below a level of significance. Consistent with the FEIR, the
Project with the proposed modifications would also implement Mitigation Measure 4.7-3 and
would not result in impacts associated with flood zones.
Substantial Changes With Respect to the Circumstances Under Which the Project is
Undertaken/New Information of Substantial Importance
There are no substantial changes to the circumstances under which the Project will be
undertaken, and there is no new information of substantial importance relative to hydrology or
water quality that has become available since the certification of the FEIR.
Conclusion
The proposed Project modifications would not result in any new significant hydrologic/water
quality impacts, and no substantial increase in previously identified hydrologic/water quality
impacts would occur with implementation of applicable laws, regulation, and mitigation as
discussed above. Therefore, the impacts from the proposed Project modifications regarding
hydrology and water quality do not meet the standards for a subsequent or supplemental EIR
pursuant to CEQA Guidelines, Section 15162.
Land Use/Planning

Analysis of land use impacts and EIR-identified mitigation measures of the approved Project are
contained in the FEIR, Section 4.8, pages 4.8-10 through 4.8-20. See also CEQA Findings,
page 20.
The FEIR and First Addendum concluded that land use impacts would be less than significant.
Analysis of the Revised Project
The evaluation and findings from the FEIR and First Addendum do not change with the proposed
Project modifications. Modifications at the existing TOVWTP site would involve a new connection
from Pipeline 3 to the treated water storage tanks, and would occur entirely within Water
Authority's water treatment plant site or existing ROW. A portion of this new connection would
occur on the treatment plant site, while a 300-foot-long pipeline segment would be located within
an existing road (terminus of EI Paso Alto Road). Relining Pipeline 3 and modifications at the
Pipeline 4 Vent Replacement and Pipeline Interconnect site would also occur within an existing
Water Authority ROW. Construction would result in short-term impacts to surrounding land uses.
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Short-term impacts would include traffic delays, noise, visual effects, and dust, all of which are
within the scope of the analysis contained in the FEIR, as noted in the appropriate sections of this
Addendum. Land use impacts associated with the proposed Project modifications would be
similar to the approved Project; these impacts were found to be less than significant.
It is important to note that zoning ordinances do not apply to the location or construction of
facilities used for the production, generation, storage, or transmission of water (California
Government Code Section 53091). The policies and goals in both the Land Use Element and the
Public Facility Element of the County's General Plan promote the efforts of the Water Authority
and water districts to provide for storage, treatment, and transmission facilities to meet demand
(County of San Diego 2010). Lastly, construction within existing roadways would not preclude
future use of roads following construction, as all of these project components would be located
underground.
Substantial Chances With Respect to the Circumstances Under Which the Project is
Undertaken/New Information of Substantial Importance
There are no substantial changes to the circumstances under which the Project will be
undertaken, because there are no new land uses or substantial changes in land use policies or
requirements that would affect the Project. No new information of substantial importance relative
to land use has become available since the certification of the FEIR.
Conclusion
Based on the above, no new significant land use impacts or a substantial increase in previously
identified land use impacts would occur as a result of the proposed Project modifications.
Therefore, the impacts to land use and the proposed Project modifications do not meet the
standards for a subsequent or supplemental EIR pursuant to CEQA Guidelines, Section 15162.
Noise and Vibration

An analysis of noise impacts and EIR-identified mitigation measures of the approved Project are
contained in the FEIR, Section 4.9, pages 4.9-5 through 4.9-14. See also CEQA Findings,
pages 20 and 21. The FEIR analysis indicated that all Project-related construction activities
would comply with the local jurisdictions' noise ordinance for allowable construction hours. Due
to compliance with construction noise restrictions, it is not anticipated that excavation and
installation of the pipelines using open trench installation methods would result in a significant
noise impact based on the applicable significance criteria. It was estimated in the FEIR that
maximum noise levels would range up to approximately 85 decibels (dB), while the average
sound level for an 8-hour work day was expected to range up to approximately 75 dB.
Further, the FEIR indicates that trenchless methods would be used at several areas. Noise
impacts associated with trenchless operations are similar to open trench pipeline construction.
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However, rather than the construction noise progressing linearly, the noise would be confined to
the excavated pits. Thus, noise impacts could last for several weeks rather than a few days at the
areas adjacent to the pits. Trenchless equipment would most likely include a microtunneling
machine, auger/drill, a crane, front-end loader, ventilation fans, air compressor, pumps, and dump
trucks. Excavating the pits would generally be the most intense noise source. Thereafter, the
noise impact would be less intense but a persistent noise source. Noise would be generated
primarily during the excavation of the launch and receiving pits. The construction specifications will
require the contractor to comply with the applicable noise ordinance. Construction noise would
not exceed established standards. Therefore, the noise impact is not anticipated to be significant.
Analysis of the Revised Project
TOVWTP Modifications

Noise levels resulting from construction activities associated with the proposed modifications at
the TOVWTP would be similar to those addressed in the Carlsbad FEIR. The County of San
Diego noise ordinance prohibits construction noise that exceeds an average sound level of 75
decibels for an eight-hour period, between 7 a.m. and 7 p.m., when measured at the boundary
line of the property where the noise source is located or on any occupied property where the noise
is being received. The proposed plant modifications would not result in more severe noise impacts
than those previously analyzed in the Carlsbad FErR. Consistent with the Water Authority's typical
construction practices, temporary noise walls would be incorporated into the Project as project
design features to reduce construction noise levels at nearby residences. With incorporation of
this design feature, noise levels at sensitive receptors are not expected to exceed the 85 dB
disclosed in the FEIR, and average sound levels for an 8-hour workday would remain below 75
dB due to the intermittent nature of construction activities on a day-to-day basis.
Once construction activities are complete, the proposed modifications to the treatment plant would
include the expansion of the flow control facility, the noise from which would be attenuated with
expansion of the noise attenuation features of the existing flow-control facility. The proposed
modifications at the treatment plant (pipelines, chemical injection, monitoring station, and pump
well) would be subject to the existing TOVWTP operational noise standards that require all
facilities on the TOVWTP site to not exceed a 1-hour average noise level of 45 dB at or beyond
the property lines. Therefore, the proposed modifications at the TOVWTP would not result in more
severe operational noise impacts than those considered in the FEIR, and would not exceed
existing TOVWTP operational standards.
Pipeline 3 Relining and Pipeline 4 Vent Replacement and Pipeline Interconnect

As indicated previously, the FEIR determined that compliance with construction noise
restrictions would ensure that temporary noise impacts remain less than significant. Portions of
the Pipeline 3 relining would occur in developed areas near sensitive noise receptors, such as
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residences, in certain locations along the pipeline alignment. The Pipeline 3 portals located in
the County of San Diego would not be located in close proximity to existing noise-sensitive
receptors. However, the portals located in the City of San Marcos would be located immediately
adjacent to existing residences, specifically at portals 11, 12, and 13 (see Figure 8, Pipeline 3
Relining - Portals Adjacent to Single-Family Homes).
Construction noise in the City of San Marcos is governed by Noise Ordinance Section 10.24.020
(City of San Marcos 2004). As indicated in the Noise Ordinance, construction activity would be in
violation of the ordinance if it were to occur at any time other than on weekdays Monday through
Friday between the hours of 7:00 a.m. and 6:00 p.m. and on Saturday 8:00 a.m. to 5:00 p.m. The
City of San Marcos does not have a numeric threshold for construction-generated noise.
The closest residences would be located adjacent to portals 11, 12, and 13. All construction
activity will be limited to the City of San Marcos' permitted hours of construction. Consistent with
the Water Authority's typical construction practices for relining projects, temporary noise walls
would be incorporated into the Project as project design features to reduce construction noise
levels at nearby residences. With incorporation of this design feature, noise levels at sensitive
receptors are not expected to exceed the 85 dB disclosed in the FEIR, and average sound
levels for an 8-hour workday would remain below 75 dB due to the intermittent nature of
construction activities on a day-to-day basis. Lastly, it should be noted that with the forward
progression of construction activities, construction would only occur for a limited duration
(approximately 2 to 3 months) at any given portal. Therefore, the Pipeline 3 relining would not
result in new significant impacts or increase the severity of impacts identified in the FEIR, and
would not change the FEIR conclusion that no significant noise impacts would occur.
Ground-borne vibration is typically attenuated over short distances. The closest home to the
portal locations would be approximately 25 feet or more from the construction area. The heavier
pieces of construction equipment utilized at the portals would have peak particle velocities of
approximately 0.089 or less at a distance of 25 feet (FTA 2006). At these distances and with
the anticipated construction equipment, the peak particle velocity would be below 0.1
inches/second at the adjacent homes, which is the point at which continuous vibration begins to
annoy people (Caltrans 2004). In addition, it would be well below 0.2 inches/second, which is
the magnitude typically used for protection of "fragile buildings" (ASCE 1974). As such, even
older homes that may exist adjacent to the portal locations would not be impacted by
construction. Construction is not anticipated to result in continuous vibration, nor is it expected
to exceed the magnitudes listed above. As such, the vibration impact would be less than
significant.
Construction associated with the Pipeline 4 Vent Replacement and Pipeline Interconnect would
also be limited to the City of San Marcos' permitted hours of construction. In addition, there are
no sensitive receptors in the immediate vicinity of the site. Therefore, the Pipeline 4 vent
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replacement and pipeline interconnect would not result in new significant impacts or increase
the severity of impacts identified in the FEIR,and would not change the FEIR conclusion;
Once construction is complete, no operational noise is anticipated along the pipeline route as a
result of the relining or the vent replacement.
Macario Canyon Pipeline Alignment Modification and Pumping Well

As discussed in the FEIR, trenchless construction activities generate maximum noise levels of 85
dBA at approximately 50 feet. The actual sound level for an eight-hour work day would be
substantially less due to the intermittent nature of construction work and would range up to
approximately 75 dB at 50 feet. The FEIR concluded that due to the intermittent nature of
construction noise and the requirement in the construction specification to comply with all applicable
local noise ordinances, impacts to sensitive receptors during construction of the pipelines using
trenchless construction methods would be less than significant. The nearest noise sensitive receptor
to the proposed Macario Canyon modifications consist of apartments located approximately 1,200
feet to the north, across from Faraday Avenue. At this distance construction noise impacts would be
substantially less than those previously analyzed in the FEIR.
Therefore, the proposed
modifications along the pipeline route would not result in any new significant noise impacts or more
severe construction noise impacts than those originally considered in the FEIR.
Additionally, consistent with the FEIR, implementation of Mitigation Measures 4.3-3, 4.3-4,
and 4.3-5, would ensure that indirect noise impacts to sensitive habitats and species remain
below a level of significance. Therefore, the Macario Canyon pipeline alignment modification
and pumping well would not result in new significant indirect noise impacts or increase the
severity of impacts identified in the FEIR, and would not change the FEIR conclusion.
Once construction is complete the pumping well would only be used in infrequent
circumstances, for limited periods of time and would not generate a substantial amount of noise,
and impacts would not be beyond the scope of those addressed in the FEIR. Similar to the
approved Project, operational noise impacts of the proposed Project modifications would be less
than significant.
Substantial Chanqes With Respect to the Circumstances Under Which the Project is
Undertaken/New Information of Substantial Importance
There are no substantial changes to the circumstances under which the proposed Project
modifications will be undertaken, because there are no new substantial changes in noise or
vibration policies or requirements that would affect the Project. No new substantial sources of
noise or vibration would be introduced within the area, and no new information of substantial
importance relative to noise and vibration has become available since the certification of the FEIR.
Conclusion
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Based on the above, no new significant noise or vibration impacts or a substantial increase in
previously identified noise impacts would occur as a result of the proposed Project modifications.
Therefore, noise and vibration impacts and the proposed Project modifications do not meet the
standards for a subsequent or supplemental EIR pursuant to CEQA Guidelines, Section 15162.
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Transportation and Traffic

Analysis of traffic impacts and EIR-identified mitigation measures of the approved Project are
contained in the FEIR, Section 4.10, pages 4.10-4 through 4.10-13. See also CEQA Findings,
pages 21 and 22.
The FEIR and First Addendum concluded that the approved Project would result in short-term
construction traffic impacts associated with the portions of the off-site pipeline that is to be located
within existing roadways. Temporary construction traffic trips include crew vehicles and deliveries
of pipeline and other materials. The FEIR and First Addendum included Mitigation Measures 4.101 and 4.10-2 that require that construction will not result in unacceptable levels of service during
peak hour periods on any affected roadways, and that specific traffic control measures as set forth
within an approved traffic control plan are implemented. With implementation of these mitigation
measures, traffic impacts were considered less than significant.
The FEIR and First Addendum also concluded that long-term traffic impacts from inspection and
monitoring activities would be less than significant.
Analysis of the Revised Project
The proposed Project modifications would have similar short-term construction related impacts
as those disclosed in the FEIR and First Addendum. Since the proposed Project modifications
would add a connecting pipeline to an existing treatment plant, reline an existing pipeline,
replace an existing vent and add an interconnection pipeline, and add a pumping well to an
approved pipeline, trips associated with inspection of these facilities are considered previously
approved and are not considered new traffic trips. Following construction, the proposed Project
modifications at the TOVWTP would not result in an increase in staffing at the facility and no
additional trips would occur. As discussed above, during periods when the water is sent south
from the Aqueduct Connection Point, approximately one or two truck deliveries a week would be
required to supply the chemical injection tankers. The proposed Project modifications would not
result in a substantial increase in traffic on local roadways. Therefore, long-term impacts to
transportation and traffic would be similar to the approved Project and impacts would remain
less than significant.
Substantial Changes With Resoect to the Circumstances Under Which the Project is
Undertaken/New Information of Substantial Importance
There are no substantial changes under which the Project will be undertaken, because there are
no substantial changes in traffic characteristics or requirements from what was in place at the
time that the FEIR was certified. No new information of substantial importance relative to traffic
has become available since the certification of the FEIR.
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Conclusion
Based on the above, no new significant traffic impacts or a substantial increase in previously
identified traffic impacts would occur as a result of the proposed Project modifications.
Therefore, the traffic impacts and the proposed Project modifications do not meet the standards
for a subsequent or supplemental EIR pursuant to CEQA Guidelines, Section 15162.
Public Utilities and Service Systems

Analysis of public utilities and service impacts and EIR-identified mitigation measures of the
approved Project are contained in the FEIR, Section 4.11, pages 4.11-6 through 4.11-22. See
also CEQA Findings, pages 23 through 25.
The analysis of public services and utilities in the Carlsbad Desalination FEIR and First
Addendum concluded that the water treatment plant and associated infrastructure would not
result in significant impacts to fire protection services, schools, wastewater treatment facilities,
landfills, stormwater drainage facilities, or electric power services.
Analysis of the Revised Project
The proposed Project modifications would not result in residential, commercial, or industrial
growth, and therefore, similar to the approved Project, would not require additional services or
utilities. The revised Project would not result in an increase in the maximum energy use that
was contemplated in the FEIR. All energy use required to deliver product water to the
components of the proposed Project modifications would be incurred by pumps at the Carlsbad
Desalination Plant, and this energy use was previously analyzed in the FEIR.
Substantial Changes With Respect to the Circumstances Under Which the Project is
Undertaken/New Information of Substantial Importance
There are no substantial changes under which the Project will be undertaken, because there are
no substantial changes in public utilities or services, or to the requirements of agencies that
provide such services, from what was in place at the time that the FEIR was certified. No new
information of substantial importance relative to public utilities or services has become available
since the certification of the FEIR.
Conclusion
Based on the above, no new significant public utilities and service system impacts or a
substantial increase in previously identified public utilities and service system impacts would
occur as a result of the proposed Project modifications. Therefore, the public utilities and service
system impacts and proposed Project modifications do not meet the standards for a subsequent
or supplemental EIR pursuant to CEQA Guidelines, Section 15162.
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9.0

CUMULATIVE IMPACTS

Analysis of cumulative impacts and EIR-identified mitigation measures of the approved Project
are contained in the FEIR, Section 5.0, pages 5-1 through 5-13. See also CEQA Findings,
pages 25 through 27.
Analysis of the Revised Project
The type and extent of construction activities and the operational characteristics of the proposed
Project modifications would not be substantially different from what was evaluated in the FEIR
for the approved Project. Therefore, no changes relative to the analysis or conclusions regarding
cumulative impacts would occur with the proposed Project modifications, and the findings of the
FEIR and First Addendum remain the same for the revised Project.
Substantial Changes With Respect to the Circumstances Under Which the Project is
Undertaken/New Information of Substantial Importance
Since certification of the FEIR and adoption of the First Addendum, minor additional cumulative
development may have been proposed and/or constructed. However, the analysis contained in
the First Addendum occurred during a severe economic downturn, which has resulted in a
virtual curtailment of development activities within the Project area. The minor amount of land
development projects that have been proposed and/or developed in the intervening time since
the preparation of the First Addendum is not considered to be substantial. The following
provides a cumulative analysis of the proposed Project modifications.
Aesthetics
Because the proposed Project modifications are minor and they have been designed to have
minimal visual impacts, the incremental effect of the proposed Project modifications on any
potential significant cumulative impact would not be cumulatively considerable.

There are no substantial changes to the circumstances under which the Project will be
undertaken and no new information of substantial importance relative to cumulative aesthetic
impacts which was not known and could not have been known when the FEIR was certified and
First Addendum adopted that has since been identified. Therefore, the effects of additional
cumulative development regarding cumulative aesthetic impacts do not meet the standards for a
subsequent or supplemental EIR pursuant to CEQA Guidelines, Section 15162.
Air Quality

The Project's contribution to temporary regional air quality impacts is not considered to be
significant. In addition, because Project construction occupies a relatively small area at any
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given time, it is not anticipated that any significant localized cumulative impacts will result. This
is primarily due to the short-term nature of cumulative effects within any given location along the
Project construction route. Any additional cumulative development would not change these
conclusions because the scope of the cumulative development is relatively small within the
context of the air basin, and because as noted in the FEIR, construction-related emissions
would be short-term in nature. There would be no new operational air pollutant emissions not
already considered in the FEIR or First Addendum.
There are no substantial changes to the circumstances under which the Project will be
undertaken and no new information of substantial importance relative to cumulative air quality
impacts which was not known and could not have been known when the FEIR was certified that
has since been identified. Therefore, the effects of additional cumulative development
regarding cumulative air quality impacts do not meet the standards for a subsequent or
supplemental EIR pursuant to CEQA Guidelines, Section 15162.
Biological Resources

As noted in this Addendum, the proposed Project modjfications do not involve new significant
impacts or a substantial increase in previously identified impacts. This conclusion would not be
changed with additional cumulative development due to the limited scope of cumulative
development.
There are no substantial changes to the circumstances under which the Project will be
undertaken and no new information of substantial importance relative to cumulative biological
impacts which was not known and could not have been known when the FEIR was certified that
has since been identified. Therefore, the effects of additional cumulative development
regarding cumulative biological impacts do not meet the standards for a subsequent or
supplemental EIR pursuant to CEQA Guidelines, Section 15162.
Cultural Resources

The FEIR cumulative impacts analysis for cultural resources concluded that impacts on cultural
resources related to cumulative development could be significant if important cultural resources
are destroyed as a result of development. The mitigation measures required for the proposed
Project provides for avoidance, documentation, andlor recovery of important cultural resources,
and as a result, all impacts related to cultural resources are reduced to less-than-significant
levels. These same measures would apply to any additional cumulative development, and
therefore the level of cumulative impact and required mitigation measures would not change.
There are no substantial changes to the circumstances under which the Project will be
undertaken and no new information of substantial importance relative to cumulative cultural
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resource impacts which was not known and could not have been known when the FEIR was
certified that has since been identified. Therefore, the effects of additional cumulative
development regarding cumulative cultural resource impacts do not meet the standards for a
subsequent or supplemental EIR pursuant to CEQA Guidelines, Section 15162.
Geology and Soils

The FEIR concluded that the desalination plant site and off-site facilities will require relatively
minor site· preparation and excavation of soils. Project mitigation to control and address erosion
and seismic and soils hazards, in conjunction with similar standard measures required of
cumulative development, would reduce cumulative impacts to less-than-significant levels. Any
additional cumulative development would have similar levels of impact on geology and soils and
would be subject to similar requirements and mitigation measures.
There are no substantial changes to the circumstances under which the Project will be
undertaken and no new information of substantial importance relative to cumulative
geology/soils impacts which were not known and could not have been known when the FEIR
was certified that has since been identified. Therefore, the effects of additional cumulative
development regarding cumulative geology/soils impacts do not meet the standards for a
subsequent or supplemental EIR pursuant to CEQA Guidelines, Section 15162.
Hazards and Hazardous Materials

The Project, as well as other cumulative development, would be subject to regulatory controls
that would result in minimization of hazards, and therefore the FEIR concluded that the Project
would not contribute to cumulative considerable increases in hazards or hazardous materials.
Any additional cumulative development would have similar regulatory controls.
There are no substantial changes to the circumstances under which the Project will be
undertaken and no new information of substantial importance relative to cumulative hazard
impacts which was not known and could not have been known when the FEIR was certified that
has since been identified. Therefore, the effects of additional cumulative development
regarding cumulative hazards impacts do not meet the standards for a subsequent or
supplemental EIR pursuant to CEQA Guidelines, Section 15162.
Hydrology and Water Quality

The FEIR concluded that water quality and hydrology issues would be temporary (constructionrelated) in nature and would not contribute to cumulatively significant impacts. Impacts of any
additional cumulative development would be similar, and in fact would be subject to newer more
stringent regulatory control measures.
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There are no substantial changes to the circumstances under which the Project will be
undertaken and no new information of substantial importance relative to cumulative
hydrology/water quality impacts which was not known and could not have been known when the
FEIR was certified that has since been identified. Therefore, the effects of additional cumulative
development regarding cumulative hydrology/water quality impacts do not meet the standards
for a subsequent or supplemental EIR pursuant to CEQA Guidelines, Section 15162.
Land Use and Planning

The FEIR concluded that the Project would not contribute to significant impacts resulting from
cumulative development that may have the effect of dividing an established community or
conflicting with land use or environmental policies. Therefore, the incremental effect of the
Project on any potential significant cumulative impact would not be cumulatively considerable.
This conclusion would also apply to any additional cumulative development.
There are no substantial changes to the circumstances under which the Project will be
undertaken and no new information of substantial importance relative to cumulative land use
impacts which was not known and could not have been known when the FEIR was certified that
has since been identified. Therefore, the effects of additional cumulative development
regarding cumulative land use impacts do not meet the standards for a subsequent or
supplemental EIR pursuant to CEQA Guidelines, Section 15162.
Noise and Vibration

The FEIR identified cumulative noise and vibration impacts to be primarily related to construction
noise. However, within the time frame of Project construction, it is not anticipated that those
cumulative effects would reach a level of significance because of noise restrictions required for
construction projects, and because the time frame for construction of the proposed Project is
relatively short. Any additional cumulative development would not change these conclusions
because of the short duration for construction of the proposed Project modifications.
There are no substantial changes to the circumstances under which the Project will be
undertaken and no new information of substantial importance relative to cumulative noise and
vibration impacts which was not known and could not have been known when the FEIR was
certified that has since been identified. Therefore, the effects of additional cumulative
development regarding cumulative noise and vibration impacts do not meet the standards for a
subsequent or supplemental EIR pursuant to CEQA Guidelines, Section 15162.
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Transportation and Traffic

The cumulative impacts analysis for transportation and traffic considered the intersections and
road segments to which the desalination plant and off-site facilities could contribute to a
cumulative impact. Similar to noise impacts, Project traffic impacts are primarily associated with
construction. Since the time frame for construction is relatively short and traffic control plans to
minimize traffic impacts are required, it is not anticipated that a substantial increase in current
traffic levels resulting from cumulative development will occur prior to completion of Project
construction. Therefore, temporary traffic impacts associated with the Project will cease prior to
any substantial cumulative traffic impacts being realized on local roadways. Any additional
cumulative development would not change these conclusions because the construction travel
routes for the additional projects are not anticipated to substantially conflict with cumulative
construction traffic of the proposed Project.
There are no substantial changes to the circumstances under which the Project will be
undertaken and no new information of substantial importance relative to cumulative traffic
impacts which was not known and could not have been known when the FEIR was certified that
has since been identified. Therefore, the effects of additional cumulative development
regarding cumulative traffic impacts do not meet the standards for a subsequent or
supplemental EIR pursuant to CEQA Guidelines, Section 15162.
Public Utilities and Service Systems

The cumulative impacts analysis for energy and wastewater were considered to be less than
significant, primarily based on capacity and reliability features built into existing systems. The
additional cumulative development would not change the analysis or conclusions of the FEIR
because they would not result in substantial additional demand on such systems.
There are no substantial changes to the circumstances under which the Project will be
undertaken and no new information of substantial importance relative to cumulative
utilities/services impacts which were not known and could not have been known when the FEIR
was certified that has since been identified. Therefore, the effects of additional cumulative
development regarding cumulative utilities/services impacts do not meet the standards for a
subsequent or supplemental EIR pursuant to CEQA Guidelines, Section 15162.
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10.0

GROWTH-INDUCING IMPACTS

Analysis of growth-inducing impacts of the approved Project are contained in the FEIR, Section
9.0, pages 9-1 through 9-7. See also CEQA Findings, pages 54 and 55.
Analysis of the Revised Project
The proposed Project changes consist of minor modifications to the distribution system of the
Project, and necessary modifications to existing Water Authority facilities in order to accept, store
and distribute the Project water. The operation of the facility and its potable water-producing
capacity will not change from what was evaluated in the FEIR for the approved Project. Therefore,
no changes relative to the analysis or conclusions related to growth inducement would occur with
the proposed Project revisions.
Substantial Changes With Respect to the Circumstances Under Which the Project is
Undertaken/New Information of Substantial Importance
There are no substantial changes under which the Project will be undertaken, because there are
no substantial changes in growth potential or growth planning that would affect the analysis
contained in the FEIR. No new information of substantial importance relative to growth
inducement has become available since the certification of the FEIR.

11.0

CONCLUSION

Impacts associated with the proposed Project modifications would not result in a new significant
impact or substantial increase in the severity of previously identified impacts per the Carlsbad
Desalination Plant 2006 FEIR or the First Addendum. Additionally, where applicable (as
indicated in this Addendum), the proposed Project modifications would also not result in an
increase in the severity of previously identified impacts per the NCCP/HCP EIR/EIS. There are
no substantial changes to the circumstances under which the Project will be undertaken, and no
new information of substantial importance which was not known and could not have been
known when the FEIR was certified and the First Addendum was approved, and that have since
been identified. Therefore, the proposed Project modifications do not meet the standards for a
subsequent or supplemental EIR as provided pursuant to CEQA Guidelines, Section 15162. As
such, this Second Addendum to the FEIR satisfies CEQA requirements for the proposed Project
modifications.
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SECTION 1.0

INTRODUCTION

The California Environmental Quality Act (CEQA) requires that public agencies approving
projects take affirmative steps to ensure that adopted mitigation measures are implemented. The
lead or responsible agency must adopt a monitoring and reporting program for all mitigation
measures incorporated into a project or included as conditions of approval that avoid, minimize
or mitigate significant environmental effects on the environment. The program must be designed
to ensure compliance during project implementation (Public Resources Code, Section
21081.6(a)(I)).
This Mitigation Monitoring and Reporting Program (MMRP) will be used by the San Diego
County Water Authority (Water Authority), as Responsible Agency pursuant to State CEQA
Guidelines, to ensure compliance with adopted mitigation measures associated with the Second
Addendum to the Precise Development Plan and Desalination Plant Project EIR (project).
References throughout Table 2.1 to the City, and specific departments and personnel will apply
to the Water Authority, and its equivalent departments and personnel, as appropriate.
Implementation of the project design features and mitigation measures would reduce impacts
described in the Second Addendum to below a level of significance for aesthetics, biological
resources, cultural resources, geology and soils, hazards and hazardous materials, hydrology and
water quality, land use and planning, noise and vibration, and transportation and traffic.
This MMRP consists of two tabular checklists that identify the project design features and
mitigation measures, by resource, for each project component. The tables identify the source
document, including appropriate numeric or section references for the project design feature or
mitigation measure, as well as a description of the mitigation monitoring and reporting
requirements, including the party(ies) responsible for verifying implementation of the design
feature or mitigation measure, timing of verification (prior to, during, or after construction) and
agency responsible for ensuring compliance. Space is provided for sign-off following
completion/implementation of the design feature or mitigation measure. The source documents
are the Precise Development Plan and Desalination Plant Project Final EIR MMRP (FEIR
MMRP), and the Water Authority's Natural Community Conservation Plan/Habitat Conservation
Plan and appendices (PLAN).
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SECTION 2.0

PROJECT DESIGN FEATURES AND MMRP CHECKLISTS

Table 2-1
TOVWTP, Pipeline 3 Relining and Pipeline 4 Vent and Pipeline Replacement and Pipeline Interconnect Modifications
Project Design Features and MMRP Checklist

Tillling of Y",rificati()1'I

De~igl'l

Featurel
Mitigatiqn

Measure No,

--,.

.-

~

Method of
Pre
Verification Const.

BIOLOGICAL RESOURCES
Project Design Features
Conditions for Coverage
2.1
Project
The follOWing general measures will apply to all Covered Species:
Engineer
(PLANand
1. Conduct pre-activity surveys within suitable habitat to ensure that
APPX-B)
Environment
Covered Species are adequately addressed by impact avoidance,
al Surveyor
minimization, and mitigation (see Appendix Fof the Plan). Surveys
must be conducted by an Environmental Surveyor during the
appropriate field conditions for detection prior to any proposed impacts
in the Plan Area.
2. Avoid and minimize impacts to occupied Covered Species habitat or
potential migration and/or dispersal corridors for all new facilities and
O&M Activities of existing facilities through project design
considerations.
3. Establish ahabitat buffer when appropriate and feasible around
covered plant species populations to support the natural suite of
pollinators unless a biologically appropriate mitigation approach is
agreed to with the Wildlife Agencies at the time of project-specific
environmental review.
4. Fence and/or flag Covered Species popUlations and sensitive
habitat in or adjacent to work areas. Where necessary, install signage
to prohibit access and/or flag areas being restored or protected for
their biological value.
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Table 2-1
TOVWTP, Pipeline 3 Relining and Pipeline 4 Vent and Pipeline Replacement and Pipeline Interconnect Modifications
Project Design Features and MMRP Checklist
I:)e~igll

Featul'el
fJlitigation .
MeasUl'eNo.

Til11i.l1gqf:y~riJip~ti()n
:

•..l

...........'"

..l

Method of
Verification

Pre
Const.

During
Const.

Post
Cost.

Compl~te~

FI~sPollsible
Ral'ty

Initials

Date

Comments

5. Avoid driving or parking on sensitive and/or occupied habitat by
keeping vehicles on roads and in designated staging areas.
6. Deter unauthorized activities (such as trampling and off-road vehicle
use) and perform litter abatement, including proper disposal of illegally
dumped materials, as part of routine patrol of access roads.
7. Monitor encroachment of non-native and invasive species into
Covered Species populations and perform weed abatement as
needed to improve the habitat.
8. Stabilize work areas to control erosion or sedimentation problems
when working near Covered Species populations within the Plan Area.
Populations within or adjacent to work areas would be protected from
vehicular traffic, excessive foot traffic, or other activities that result in
soil surface disturbance.
9. Control dust when working near Covered Species populations
and/or habitat in accordance with applicable regulations.
10. All identified populations of Covered Species within rights-of-ways
must be managed to control edge effects to the maximum extent
possible (see Sections6.4 and 6.5 of the Plan).
11. Any restoration and monitoring program prepared as acomponent
of the mitigation plan for impacts to a Covered Species shall include,
but not be limited to, species propagation ratios, restoration site
selection and assessment, site preparation, implementation strategies,
weed control procedures, required management and monitoring in
perpetuity, funding commitment, and reporting procedures. The
program would be prepared in advance of project impacts and
approved by the Wildlife Agencies.
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Table 2-1
TOVWTP, Pipeline 3 Relining and Pipeline 4 Vent and Pipeline Replacement and Pipeline Interconnect Modifications
Project Design Features and MMRP Checklist
Design
Featurel
Mitigation
Mea$ureN6.

Timillg Qf\l~rifiqation
MitiglitiOltM~llsures/Design.·.Featu.r~s

Method. of
Verificlltion

Pre
Const.

During
Const.

Post
Cost.

Completed
R~$pon$ibl~

Pllrty

Initials

Date

Comments

12. Any planting stock used shall be inspected by an Environmental
Surveyor to ensure that it is free of pest species that may invade
natural areas, including, but not limited to, Argentine ants (Iridomyrmex
humiJ), fire ants (Solenopsis invicta), and other pests. Any planting
stock that is infested would not be allowed within restoration areas or
within 300 feet of native areas unless documentation is provided to the
Wildlife Agencies that these pests already occur in the native areas
around the project site. The stock would be quarantined, treated, or
disposed of according to best management principles by qualified
experts in amanner that precludes invasions into native habitat.
Runoff from mitigation sites in native habitat would be minimized and
managed.
13. To the maximum extent possible, conduct Covered Activities
occurring within wetland habitats during the dry season when flows are
at their lowest or nonexistent to minimize impacts to aquatic species
and/or habitats.
14. Reseed temporary impact areas with an appropriate native seed
mix (as discussed in Section 6.5.1.4.2, Permanent and Temporary
Impacts, of the Plan) and allow for natural recolonization of the area by
adjacent populations.
15. For new facilities adjacent to native habitat, minimize ornamental
landscaping or irrigation not associated with native habitat restoration.
16. Collection of covered plant and wildlife species by Water Authority
personnel and contractors is prohibited.
17. Maintain and manage dispersaVmovement corridors within the
Plan Area that contribute to lona-term population viability (see Section
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Table 2-1
TOVWTP, Pipeline 3 Relining and Pipeline 4 Vent and Pipeline Replacement and Pipeline Interconnect Modifications
Project Design Features and MMRP Checklist
Design
Feature/
Mitigation
Measure No..

Timing of Verification·

Method of
Mitigation Measures/Design Features .
VerificatiOn
4.5, Habitat Linkages and Wildlife Corridors and Figure 4-3,
Conceptual Habitat Linkages in NCCP/HCP Plan Area, of the Plan).
18. The use of outdoor lighting within or adjacent to potential Covered
Species habitat will be discouraged. If lighting must be used for
reasons of safety and security, light sources would be shielded away
from habitat and only low pressure sodium lighting would be used. In
addition to the general Conditions for Coverage above, speciesspecific conditions are listed for all species that the Water Authority is
requesting coverage for under the Plan. Where a general or speciesspecific condition requires concurrence from the Wildlife Agencies, the
Wildlife Agencies will make their best efforts to provide their
concurrence or comments within 60 days or as soon as possible
based on their respective staffing and work priorities. In the event that
the Wildlife Agencies issue astatement of nonconcurrence, the Water
Authority will be provided with specific recommendations on how
concurrence can be achieved.
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Table 2-1
TOVWTP, Pipeline 3 Relining and Pipeline 4 Vent and Pipeline Replacement and Pipeline Interconnect Modifications
Project Design Features and MMRP Checklist
DEl~ign

fEla~~r~1
MitigAti(>n
MeasUre No;
Mmgati()nMElA$Ur~~/D~$igrtfElatu~~s
Narrow
Endemic
Policy and Vernal Pool Protection Policy
2.2
Habitat-based
protection
and mitigation measures are also
(PLANapplicable
in
accordance
with Sections 6.5.1.6 for narrow endemics
APPX-B)
and 6.7.3 for vernal pools in the Plan. In addition, the Water
Authority will attempt to use tunneling and facility location and design
planning to avoid vernal poolslvernal pool habitat to the maximum
extent feasible. If off-site mitigation is required, then the Water
Authority will attempt to acquire property that has suitable potential
vernal pool enhancemenVrestoration (or creation) habitat, preferably
property that is near existing vernal pools.
2.3
Avian Breeding Season Policy
(PLANBreeding season dates may be modified to reflect the species known
APPX-B)
or expected to occur on the specific site. For the purposes of Plan
implementation, the following general breeding season dates shall
be used: January 15 to July 31 for raptor species; March 15 to
September 15 for riparian species; and February 15 to August 15 for
upland species (Section 6.4.2.1 of the Plan).
Buffers
2.4
Species-specific buffer requirements are identified as needed for
(PLANCovered Species (including three Major Amendment Species) in
APPX-B)
Sections 3.0 Covered Plants, 4.0 Covered Invertebrates, 5.0
Covered Amphibians, 6.0 Covered Reptiles, 7.0 Covered Birds, and
8.0 Covered Mammals. Species-specific buffer requirements are
identified as needed for non-Covered Species in Sections 9.0 NonCovered Plants, 10.0 Non-Covered Reptiles, and 11.0 Non-Covered
Birds. In the event that the buffer criteria for aspecies cannot be
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Table 2-1
TOVWTP, Pipeline 3 Relining and Pipeline 4 Vent and Pipeline Replacement and Pipeline Interconnect Modifications
Project Design Features and MMRP Checklist
[)e§ign
Featurel
Mitigation
Measure No.

6.4.1.16.4.1.3
(PLAN)

Ii.l1ling•• QfV¢rifi~~tiQn
Method Of
Pre
Mitigati.()n·.•·.I\II~~~~re~/[)esigrt • •FeatlJres
Verification Const.
achieved at a particular project site, the Water Authority would
design and implement alternative compensatory measures during
project development to achieve the same or superior level of
protection. Any deviations from management actions would be
performed in consultation with the Wildlife Agencies and described in
the annual report.
In addition, specific buffer requirements may be reduced on a
project-by-project basis as appropriate, in consultation with the
Wildlife Agencies, based on site considerations such as, but not
limited to: extant decibel conditions, topography, vegetative
structure, or presence of physical barriers.
Environmental Surveyor
Project
X
The Water Authority provides an Environmental Surveyor to monitor
Engineer
construction activities, and advise the project managers to assure
and
Environment
implementation and compliance with design features, mitigation
al Surveyor
measures, and permit conditions; and document project
implementation relative to covered species, any other sensitive
biological resources, and design features, mitigation measures, and
permit conditions (NCCP/HCP Section 6.4.1.1 thru 6.4.1.3). The
Environmental Surveyors' qualifications and duties are identified in
the NCCP/HCP, including conducting and documenting the results of
a Pre-Activity Survey to verify biological baseline conditions at the
actual start of construction, and conducting field personnel education
training. These design features reduce the likelihood of unauthorized
impacts to covered species and sensitive biological resources.
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Project Design Features and MMRP Checklist
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Timiog of VMfi<:~tion

C()mpl~t~d

Featurel

Method of
Pre
Miti~~tiO~
Measl.lreNo.
Vetification Const.
Mitigation.·M~asurl;1$fDesigrlFeatl.l.re$
Field/Contractor Personnel Responsibilities
6.4.1.4
Project
(PLAN)
1. Contractors or other project personnel will not collect plants or
Engineer
wildlife, unless specifically authorized and directed by the
and
Environmental Surveyor. Only qualified and appropriately authorized Environment
personnel will handle or collect plants or wildlife as required by
al Surveyor
species-specific measures (see Appendix B).
2. Field personnel will not intentionally harm or harass wildlife or
damage nests, burrows, rock outcrops, or other habitat components.
3. Drivers on unpaved roads in native habitats will not exceed aspeed of
20 miles per hour in order to avoid injury to animals and minimize dust
generation.
4. Impacts to adjacent native vegetation that would be significantly
affected by excessive fugitive dust will be avoided and minimized
through watering of access roads (except in areas with vernal pools)
or other appropriate measures, such as reducing the number or
speed of vehicles or adding inert materials that reduce dust. Projects
with the potential for excessive dust generation include those that
involve more than occasional use of roads in dust-prone soils (Le.,
more than three to five vehicle roundtrips per day) or require multiple
vehicles to transport heavy equipment and supplies.
5. Vehicles will not park in areas where catalytic converters may
ignite vegetation. Construction vehicles will be equipped with
shovels and fire extinguishers in order to reduce the risk of wildfires.
6. Littering will be strictly prohibited. All trash will be deposited in
secured, closed containers or hauled out daily by field personnel.
7. No pets will be allowed on any construction site.
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Project Design Features and MMRP Checklist
[)e~ign

Q()lTlpl~ted

orilTlil1g()t'l~riti¢ati()n

Feature/
Miti~at!on

Measure No.

6.4.2.4
(PLAN)

N1itigationMe~sllr~s/[)~s!gnF~atl.lres

8. No firearms or other weapons will be allowed on any construction
site except as carried by governmental law enforcement, or as
authorized in writing by Water Authority staff.
9. Field personnel will be prohibited from pUShing or dumping soil
and brush into sensitive habitats.
10. All vehicles, tools, and machinery will be restricted to access
roads, approved staging areas, or within designated construction
zones.
11. If any field personnel identify a previously unnoticed Covered
Species on aconstruction site, work activities will cease in order to
immediately notify the Water Authority's construction manager,
.project engineer, and the Environmental Surveyor. In conjunction
with Water Authority environmental staff, the Environmental
Surveyor will determine what actions would be taken to avoid or
minimize impacts to the species according to the species-specific
conditions outlined in Appendix B.
12. Field personnel will notify the project engineer/environmental
staff of any sick, injured, or dead wildlife found on site.
13. Parking or driving underneath oak trees, except in established
traffic areas, will not be allowed in order to protect root structures.
Existing Pipeline Relining Design Features
NCCP/HCP Plan Minimization Measures specific to pipeline relining
(NCCP/HCP Section 6.4.2.4) are listed below:
1. Where habitat for Covered Species occurs, pre-activity surveys and
appropriate USFWS protocol surveys (for listed species for which
protocols have been written) will be conducted in accordance with
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species specific measures outlined in [NCCP/HCPj Appendix B.
2. Portals will be located within disturbed or developed areas, and
away from habitat occupied by Covered Species to the extent feasible.
3. Project construction will be initiated outside the Covered Species
breeding seasons (as explained in [NCCP/HCPj Section 6.4.2.1),
including vegetation removal or other habitat modifications. If
construction must occur during the breeding season (e.g., due to
water system operational constraints, amount of pipeline to be
relined, and pipeline condition), a pre-construction nesting survey
will be conducted to assess the potential for direct impacts to
nests/breeding sites and/or indirect noise effects. Conditions that
may be imposed on the activity are described in [NCCP/HCPj
Section 6.4.2.1 and in the species-specific Conditions for Coverage
(see [NCCP/HCPj Appendix B).
4. If Covered Activities need to occur during the breeding season, an
Environmental Surveyor will evaluate the need for noise walls or other
feasible noise reduction measures to reduce construction noise levels.
5. The project's biotechnical report will specify the appropriate noise
minimization requirements. If least Bell's vireo nesting sites are
effected by noise, noise levels at the nest will be restricted to less than
60 dB(A) Leq(1) or the ambient noise level plus three decibels
(perceptible change threshold), whichever is greater. If noise cannot
be kept below 60 dB(A) Leq(1), construction will cease until nests
have fledged or failed (as determined by the Environmental Surveyor).
6. The project's biological technical report will specify the appropriate
sound minimization techniques, possibly including activity
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Project Design Features and MMRP Checklist
Design
Feature!
Mitigati()n

Measure No.
6.11.1
(PLAN)

6.11.3
(PLAN)

Comp'et~~

Timil'lggtyerificatiQn
""

...............,

,

,.T'

:<

setbacks/buffers, temporary noise barriers, limited hours of work, etc.
Fire Management
1. Prepare site-specific fire management plans. Include local fire
department contacts and guidelines for pre-fire prevention activities,
fire suppression, and post-fire restoration.
3. When available, fuel management zones should take advantage
of existing roads and disturbed or developed habitats, thus avoiding
sensitive habitats.
8. All post-fire actions, such as restoration, invasive species
removal, erosion control, or trail stabilization, will be planned in
consultation with the Wildlife Agencies prior to project initiation.
Fencing
2. Maintain or install fencing when necessary to:
a. limit road kills;
b. direct wildlife through wildlife movement corridors, including
undercrossings
e. protect erosion control or revegetation efforts;
f. protect native vegetation during construction;
g. protect particularly sensitive resources (e.g., vernal pools,
small populations of sensitive plants, etc.); and
h. provide public safety or security.
3. Select fencing that best accomplishes access control with minimal
wildlife interference.
4. Maintain fence lines in away that minimizes impacts to sensitive
species and habitats.
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Project Design Features and MMRP Checklist
Design
FeatUrel
Mitigation
MeasiJreN().
MitigatiOI'l PJIea~ur(!s(De$ign.Felitures
..
6.11.6
Lighting and Noise
(PLAN)
1. Eliminate lighting in or adjacent to conserved habitat (or Biological
Significant Resource Areas (BSRA)) except where essential for
roadway use, facility use, safety, or security purposes.
2. Use low-pressure sodium illumination sources. Do not use low
voltage outdoor or trail lighting, spotlights, or bug lights. Shield light
sources adjacent to conserved habitat (or BSRA) so that the lighting
is focused downward.
3. Incorporate a 100-foot buffer zone between the edges of lighted
areas and conserved habitat (or BSRA). Fuel management zones
that may be required could be considered part of the buffer zone.
Buffer zone width could vary with lighting intensity, lighting type, use
of shields, and topography.
5. Address potential indirect effects of noise at the nest location of
least Bell's vireo by keeping noise levels at or below 60 dB(A) Leq(1)
or an increase of three decibels above ambient noise levels,
whichever is greater, during the breeding season. For other avian
species, follow guidance for the Covered Species (PLAN, Appendix
B).
6.11.9
(PLAN)

Invasive Exotic Species Control
1. Prioritize areas for exotic species control based on
aggressiveness of invasive species and degree of threat to the
native vegetation. Monitor those species of high priority for
eradication as determined by the California Invasive Plant Inventory
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(Cal-IPC 2006). Species with a Cal-IPC rating of "high" will be a
priority for eradication, with the objective to control and remove it as
soon as possible after discovery. Examples of high priority plant
species include giant reed (Arunda donax), salt cedar (Tamarix
spp.), castor bean (Ricinus communis), fennel (Faeniculum vulgare),
tree tobacco (Nicatiana glauca), artichoke (Cynara cardunculus),
and pampas grass (Cartaderia spp.). "Moderate" or "Limited" rated
species may be allowed at low population levels following initial
eradication efforts.
2. Where feasible, use an integrated pest management (IPM)
approach to eradicate undesirable species; Le., use the least
biologically intrusive control methods, at the most appropriate period
of the growth cycle, to achieve the desired goals.
3. Consider both mechanical and chemical methods of control. Only
herbicides compatible with biological goals and consistent with
reservoir management goals will be used. Licensed pest control
advisors qualified under the Department of Pesticide Regulations will
be used to make specific pest control recommendations.
4. Dispose of all exotic plant materials that are removed from or
adjacent to a Preserve Areas (or BSRA) at a landfill or on-site at a
secure, designated location to avoid the spread of nonnative plant
species through seeds or propagules. Exotic vegetation shall be
chipped and staged in adesignated mulch site. All exotic plant
materials will be covered during transport and the compost pile will
be periodically spot-treated with herbicide to kill any resprouting
plants. Exotic plant material will be removed off-site to a Qreen waste
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Design
Featurel
Mitigation
Measure No.

Til'l1ingof Verifi~iltion
Mitigati()n. MeaslJr~s/De~ign • .Features
recycling facility, or otherwise legally disposed of, as necessary.
5. Revegetate invasive plant and exotic weed removal areas with native
species appropriate to biological goals for the area and/or adjacent
native habitat.
6. Control the spread of invasive ant species by following the guidelines
below:
a. Ensure that all ornamental landscaping and native habitat
restoration materials do not contain invasive ant or other
species by inspecting all container stock before it enters
Preserve Areas (or BSRA).
b. Control landscaping irrigation adjacent to Preserve Areas (or
BSRA) to avoid any overflow, which may attract non-native
ants by increasing soil moisture.
c. Empty trash receptacles located along trails and/or associated
with edges of the Preserve Area (or BSRA) on a regular basis,
as determined by the manager's monitoring of actual needs.

Method of
verification

Mitigation Measures
6.5.1.4.2
Permanent and Temporary Impacts
Project
(PLAN)
Permanent Impacts. Permanent impacts result from Covered ActivITies
Engineer,
that cause the removal of habitat (e.g., sensitive vegetation community Environment
al Surveyor,
or Covered Species) that cannot be mITigated on-site through
Wildlife
revegetation and other restoration efforts. Mitigation for permanent
Agencies
impacts requires the acquisition of credits at aWater Authority upland or
wetland HMA, other Wildlne AQency-approved bank, or through the
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acquisition/protection of aqualifying habitat area that augments the
Plan's Preserve Areas or reserves in another approved conservation
plan, at the ratios specified in this Plan (Tables 6-6 and 6-7).
If the mitigation ratio is greater than 1:1, the Water Authority may
choose to provide the portion of the mitigation that is over the 1:1
component by restoring disturbed lands within this Plan's Preserve
Areas or other protected habitat areas if those areas have no
required restoration requirement imposed by this Plan or another
plan, and no other legal/regulatory obligation or other requirement
for habitat enhancement and/or restoration. If the Water Authority
determines, based on project monitoring and performance criteria,
that enhancement or restoration efforts are not likely to be
successful, equivalent credits of the appropriate habitat type will be
deducted from the appropriate Water Authority HMA or purchased
from an existing bank. Project monitoring methods and performance
criteria will be developed in consultation with the Wildlife Agencies,
who will also review and provide concurrence that the criteria have
been met or are not likely to be met. See Section 6.6 for a
discussion of restoration approaches and specifics.
Temporary Impacts. Temporary impacts to sensitive (mitigationrequiring) vegetation communities are impacts resulting from Covered
Activities that do not disturb or remove vegetation root stock or that
can be mitigated on-site through revegetation and other restoration
efforts. Revegetation and restoration of temporary impacts will occur
on-site in the area of initial disturbance. Effective implementation and
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monitoring of the mitigation and invasive species control ensures that
habitat and plant species are re-established or recover to the original
condition or abiologically superior condition. See Section 6.5 for a
discussion of restoration approaches and specifics.
The Water Authority identifies two types of temporary impacts: (1)
the impacts are considered to be a one-time disturbance, or (2) the
impacts are considered to be repeated (known or expected to occur
more frequently than the time period in which the restored area is
scheduled to return to fully-restored status) within the duration of the
Plan's permit. The Water Authority will use different approaches
when dealing with these two types of temporary impacts, as
described below.
For projects or portions of projects with one-time temporary impacts,
restoration and revegetation of the impacted area will be
implemented at a 1:1 ratio. The specific habitat enhancement
(restoration and revegetation) measures will be selected to address
site specific needs. Performance (success) criteria will be defined for
each project and will generally conform to the Water Authority's
revegetation guidelines (Section 02940 in the General Conditions
and Standard Specifications, 2005 edition, Appendix 0). Success
criteria will be reviewed and concurred with by the Wildlife Agencies
before restoration projects may commence. Restoration measures
will be developed to restore the site's previous biological resources
and minimize establishment of invasive non-native plant species.
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Habitat enhancement and restoration activities will occur under the
supervision and direction of an Environmental Surveyor who has
experience developing and implementing native restoration plans in
southern California. Within a project site, any disturbed areas that do
not require regUlar maintenance or future disturbance, whether
inside or outside of preserves, will be improved either through
enhancement, restoration, or a combination of the two. No off-site
mitigation will be required for one-time temporary impacts unless the
restoration is determined unsuccessful by the Wildlife Agencies. The
Water Authority must receive concurrence from the Wildlife Agencies
that each restoration effort is successful, as discussed in Section

6.6.
For project or portions of projects for which the Water Authority
believes there will be a need for repeated temporary impacts to an
area,the Water Authority will treat the initial disturbance as
permanent and mitigate off-site at the appropriate mitigation ratio
prior to initiating work at the site. Mitigation for initial disturbance will
be performed off-site using the same approach as described above
for permanent impacts (e.g., using credit from a Water Authority
HMA or other Wildlife Agency-approved bank, acquiring/protecting
habitat that augments the Plan's Preserve Areas or other reserve
lands). Also, the disturbed area would be reseeded with a native
seed mixture appropriate to the site. No performance criteria will be
associated with the restoration efforts in this case.
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Subsequent disturbances in the same area would only require that
the affected area be revegetated to its original condition, and no
additional off-site mitigation would be required.
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The Water Authority will be responsible for ensuring that the temporary
disturbance areas are properly reseeded/revegetated. During the
construction warranty period (varies with projects, but is generally 24
months), the project contractor(s) will be responsible for
reseedinglrevegetating. The Water Authority, through the
requirements of this Plan and using the Environmental Surveyor, will
ensure that these areas will be monitored and managed for athree-tofive year period, based on the site-specific process. Additional projectspecific design features and mitigation measures implemented through
the environmental process would be reviewed during the CEQA
process. If other revegetation techniques not presented in this Plan
are considered, they will be submitted to the Wildlife Agencies for
concurrence performance conditions.
If the restoration has not met the restoration plan's success criteria
within two years of reseeding, the Water Authority may initiate a
second round of reseeding efforts to meet the mitigation
requirements. The Water Authority may install container plants and
irrigation to aid revegetation efforts. This decision would be based on
weather, site conditions, and the value of the habitat in the area. If
success criteria have not been met during the restoration process,
and the Water Authority determines that subsequent effort will not
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achieve the success standards, the Water Authority will consider
impacts to be permanent and mitigate off-site at one of the HMAs or
aWildlife-Agency approved bank.

Method of
Pre
Verification Const.

Restoration techniques utilized by the Water Authority are described
in more detail in Section 6.6. For activities affecting riparian/wetland
areas, enhancement and mitigation measures are outlined in the
Wetlands Protection and Mitigation Program (see Section 6.7).
Habitat restoration guidelines are set forth in Section 02940 of the
Water Authority General Conditions and Standard Specifications,
which were updated in 2005 (see Appendix D). Updates to the
gUidelines (e.g., site-specific seed mixes) will be submitted for
Wildlife Agency review and comment as part of the annual reporting
process. Additional project-specific design features and mitigation
measures implemented through the environmental process would be
reviewed during the CEQA process. If other revegetation techniques
not presented in this Plan are considered, they will be submitted to
the Wildlife Agencies for concurrence.
Project
Restoration Areas Potentially SUbject to Future Disturbance
Engineer,
Restoration for temporarily impacted areas subject to future, repeat
Environment
disturbance will conform to the following protocols for
al Surveyor,
seeding/planting, weed control, erosion control, species relocation,
Wildlife
and soil and plant salvage. For individual restoration/enhancement
Agencies
areas larger than five acres, a restoration plan (described in Section
6.6.1) will be required and must be approved by the Wildlife
Agencies, who will make their best efforts to review and provide
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Seeding/Planting
1. Seeding will generally be performed within 30 days after topsoil
replacement (see Section 6.6.4), but each project will specify the
topsoil replacement timing to correspond with the appropriate season
for application. The seed mix to be used will consist of local native
vegetation species that are suitable for restoration as dictated by the
terrain, soils, and surrounding native habitat. As conditions allow,
native plant species that are atypical component of the pre-existing or
surrounding vegetation community will be used in the seed mix. If
justified and feasible, plant materials will be derived from local seed
and/or cutting sources to maintain genetic integrity. Species lists and
sources and quanmies of seeds to be applied will be based on local
conditions, as determined by the Water Authority. The Wildlife
Agencies will be notified of seeding efforts within the regular annual
reports (see Section 6.12).
2. Hydroseeding will consist of aslurry mix of native seed, soil
stabilizer (100 pounds per acre), fiber mulch (2,000 pounds per acre),
water, and other additives to be hydraUlically sprayed on the ground
as specified in the Water Authority standard specifications or
restoration plan. The slurry (but not the seed mix) may be altered by
the project engineer to meet any site-specific needs. After application,
this will allow absorption of moisture and rainfall to percolate to the
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underlying soil.
3. Hand-seeding may be used to spread seed by hand and rake
it into the topsoil.
4. Drill-seeding may be used in restoration efforts to reduce soil
disturbance.
5. Established preserves within the Plan Area will be reseeded only
with appropriate native species for the site and surrounding area.
6. Areas requiring erosion control will be reseeded with an erosion
control native seed mix as determined in Section 02940 of the Water
Authority standards (see Appendix G). Such seed mixes may include
a selection of native grasses, low-growing forbs, and shrubs,
consistent with the surrounding area and the ultimate disposition of
the reseeded site.
7. Hydroseeded areas will be periodically inspected by the
Environmental Surveyor. Inspections generally will be conducted on
a quarterly basis but could be more or less frequent depending on
site specific conditions. Areas failing to show acceptable germination
and growth of native species, as determined by the Environmental
Surveyor, will be scheduled for reseeding. Acceptability will be
determined by uniformity of germination and native plant growth. Any
supplemental seeding should take place from September through
November, prior to winter rains. The need for supplemental seeding
will be evaluated upon whether seedling establishment provides a
reasonable expectation that it will develop into self-sustaining native
habitat over time with consideration for annual rainfall and other
underlying abiotic factors (e.g., slope, aspect, soils).
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6.6.3
(PLAN)

lirni~g()fVerific:@ti()n

Pre
Method of
Verification Const.
Mitig@tion Me~~ure~/qesign Features
8. Areas of approximately 4,360 square feet (0.1 acre) or larger that
have not achieved 20-percent cover of native plants at the end of the
first summer following seeding may require reseeding. Factors such
as overall percent cover, health, and vigor will be considered in
determination of satisfactory establishment. If supplemental seeding
is required, seed mixes may be altered upon direction of the Water
Authority to achieve more successful germination based on habitat
conditions; however, seed mixes must contain only native species.
Exceptions to use non-native, non-invasive species may be made by
the Environmental Surveyor in disturbed areas that have been
landscaped with non-native species, or elsewhere with concurrence
from the Wildlife Areas.
Contractor
Weed Control
and
1. Weeds will be controlled in all areas planted and/or seeded
throughout the plant establishment and maintenance period. Weed
Environment
al Surveyor
eradication will be performed within 10 days prior to initiating
seeding and planting operations.
2. All planted areas will be weeded prior to the weeds reaching 12
inches in height and/or before ripening of seed, unless otherwise
directed by the Environmental Surveyor. Weed control methods may
include herbicide application, hand weeding, or mechanical removal
as approved for the site by the Environmental Surveyor. Herbicides
will be applied in conformance with all applicable laws and
regulations.
3. All high-rated invasive weeds on the most current California
Invasive Plant Council (Cal-IPC) list (Appendix H) will be prioritized
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and targeted for control at restoration sites, although additional
weeds may be controlled based on recommendations by the
Environmental Surveyor.
Soil and Plant Salvage
As ameans of enhancing revegetation success, the Water Authority
Environment
will salvage soil, seed, and plant material on aproject-by-project basis, al Surveyor
where appropriate and feasible.

Pre
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X
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Water
Authority

Project review and CEQA analysis will identify appropriate salvage
opportunities. Mitigation measures and conditions of project approval
will specify the soils, seed, and plant material to be salvaged, identify
the procedures for salvage, and specify locations and time frames for
use of material, as appropriate.
1. Where feasible, the project will reuse topsoil that supported native
plant species for revegetation and restoration purposes.
2. Where feasible, the project will collect representative cactus joints
and/or other rooted materials within impact areas for sUbsequent
planting in restoration sites or areas that will not be impacted.
3. During construction in areas of native habitat, topsoil consisting of
the top four to six inches of earthen material will be salvaged and
stockpiled separately from other excavated materials. Topsoil piles will
be stored within afenced or aflagged and posted enclosure. These
piles will be kept relatively weed free without the use of apreemeraent herbicide. Weeds will be removed and disposed of off-site
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before weeds produce mature seed heads. Prior to topsoil salvage,
existing native vegetation will be salvaged, removed and mulched, or
crushed into the topsoil. If mulched, vegetative material will be no
larger than six inches long by one inch wide. Mulched native
vegetation may be incorporated and stored with salvaged topsoil at the
discretion of the Water Authority. If stockpiles are projected to remain
for more than one year, then the Water Authority will provide a
maintenance plan.
4. Once construction has been completed, the stockpiled
topsoiVmulched plant material will be applied in a layer over all
portions of the construction corridor that previously contained native
habitat. Both the topsoil and the mulched material contain native
propagules beneficial to the growth of native plant species.
Additionally, the mulch will reduce erosion potential for the area. This
method is suited for temporary roads and staging areas (once ripped),
as well as for other areas of prior intensive activities.
5. Topsoil compaction during placement will be avoided. The topsoil
will be tilled prior to seeding to increase water infiltration and root
growth. Disking or ripping to adepth of 12 inches will also reduce
topsoil slippage on steep slopes. Tilling after initial seed germination
may promote weed growth and will only be utilized when an influx of
pest species would not adversely damage or diminish adjacent native
plant populations as determined by the environmental Surveyor.
6. When available and determined acceptable by the Environmental
Surveyor, salvaged species may be used in restoration areas to allow
the introduction of mature and diversely-aQed plants that have
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developed root systems with symbiotic fungal associations. Plant
salvage will begin at least one month prior to clearing and grubbing of
the site to allow sufficient salvage time. Salvageable individual plants
will be removed from the ground using hand tools or mechanized
equipment to remove the root ball and surrounding soil. Plants will
then be transplanted and stored in soil per standard horticultural
practices for native species until the restoration areas are prepared for
planting (e.g., cool season weather arrives or water is available) and
until all signs of transplant shock have subsided. When possible,
individuals will be removed from adesignated grading area and
replanted without delay in aprepared revegetation site.
CULTURAL RESOURCES
Mitigation Measures
CULT-1
Where project construction will impact cultural resources that have
been determined to be significant, mitigation shall include either
( FEIR
avoidance, or if avoidance is not feasible, then a data recovery
MMRP)
program shall be completed to recover a large enough sample of
cultural material so that information of importance in addressing
regional research questions will not be irretrievably lost. The data
recovery program shall be developed by a qualified archaeologist
and approved by the City of Carlsbad.
CULT-2
In cases where the precise alignment of the pipeline is not available,
and therefore the potential to affect cultural resources cannot be
(FEIR
specifically determined, the applicant shall be required to retain a
MMRP)
qualified archaeological monitor during construction so that buried
cultural resources can be identified in the field. The archaeological
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monitor shall meet the minimum qualifications as required by the City
of Carlsbad. If significant resources are identified within the areas
that could be affected by construction, the resources shall be tested
(pursuant to the mitigation measure CULT-1, above) to determine
significance with appropriate mitigation measures employed as
necessary.

Pre
Const.

During
Const.

Post
Cost.

Re$ppnsjble
P~rty

Initials

Date

COl11ments

Monitoring Program Requirements
The evaluation and monitoring program will be used for cultural
resources within the project study area that are located within
developed areas where surface evaluation is precluded and specific
mitigation cannot be determined at this time. For these sites, a
monitoring program is required if construction is to occur within or
adjacent to the cultural resource site. Components of such a
monitoring program would include, but not be limited to the following:
Prior to Preconstruction (Precon) Meeting
Planning Department (PO) Plan Check Prior to the first Precon
Meeting, the Planning Director of the appropriate jurisdiction or his
designee / shall verify that the requirements for Archaeological
Monitoring and Native American monitoring, if applicable, have been
noted on the appropriate construction documents.
Submit Letter of Qualification to ERM: Prior to the first Precon
Meeting, the applicant shall proVide a letter of verification to the
Plannino Director or his desionee stating that aqualified
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Archaeologist has been retained to implement the monitoring
program.

Method of
Pre
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Records Search Prior to Precon Meeting: At least thirty days prior
to the Precon Meeting the qualified Archaeologist shall verify that a
records search has been completed and updated as necessary and
be prepared to introduce any pertinent information concerning
expectations and probabilities of discovery during trenching and/or
grading activities. Verification includes, but is not limited to, a copy of
a confirmation letter from South Coast Information Center or, if the
search was in-house, a letter of verification from the Archaeologist
stating that the search was completed.

Precon Meeting
Monitor Shall Attend Precon Meetings: Prior to beginning any
work that requires monitoring, the Applicant shall arrange a Precon
Meeting that shall include the Archaeologist, Construction Manager
and/or Grading Contractor. The qualified Archaeologist shall attend
any grading related Precon Meetings to make comments and/or
suggestions concerning the Archaeological Monitoring program with
the Construction Manager and/or Grading Contractor.
Identify Areas to be Monitored: At the Precon Meeting, the
Archaeologist shall submit to the Planning Director or his designee a
copy of the site/grading plan (reduced to 11 x17) that identifies areas
to be monitored as well as areas that may require delineation of
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grading limits.
During Construction
Monitor Shall be Present During Grading/Excavation: The
qualified Archaeologist shall be present full-time during
grading/excavation of native soils and shall document activity via the
Consultant Monitor Record. This record shall be sent to the Planning
Director or his designee, as appropriate, each month.
Monitoring of Trenches Will Include Mainline, Laterals, and all
Appurtenances: Monitoring of trenches is required for the mainline,
laterals, services and all other appurtenances that impact native
soils one foot deeper than existing as detailed on the plans or in the
contract documents identified by drawing number or plan file
number. It is the Construction Manager's responsibility to keep the
monitor(s) up-to-date with current plans.
Discoveries: In the event of a discovery, and when requested by
the Archaeologist, or the Principal Investigator (PI) if the Monitor is
not qualified as a PI, the Construction Manager (CM), as
appropriate, shall be contacted and shall divert, direct or temporarily
halt ground disturbing activities in the area of discovery to allow for
preliminary evaluation of potentially significant archaeological
resources. The PI shall also immediately notify the Planning Director
or his designee of such findings at the time of discovery.
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Determination of Significance: The significance of the discovered
resources shall be determined by the PI. For significant
archaeological resources, a Research Design and Data Recovery
Program shall be prepared, approved by the agency and carried out
to mitigate impacts before ground-disturbing activities in the area of
discovery will be allowed to resume.

Method of
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Minor Discovery Process for Pipeline Projects: For all projects:
The following is a summary of the criteria and procedures related to
the evaluation of small cultural resource deposits during
excavation for pipelines.
Coordination and Notification: Archaeological Monitor shall notify
PI, eM and the Planning Director or his designee, as appropriate.
Criteria Used to Determine if it is a Small Cultural Resource
Deposit
a. The deposit is limited in size both in length and depth; and,
b. The information value is limited and is not associated with any
other resources; and,
c. There are no unique features/artifacts associated with the
deposit.
d. A preliminary description and photographs, if available, shall be
transmitted to the Planning Director or his designee.
The information will be forwarded to the Planning Department for
Second Addendum to EIR
Precise Development Plan and Desalination Plant
Page 474 of 656

30

November 2012

Project Modification MMRP - Second Addendum to EIR
Precise Development Plan and Desalination Plant Project
Table 2-1
TOVWTP, Pipeline 3 Relining and Pipeline 4 Vent and Pipeline Replacement and Pipeline Interconnect Modifications
Project Design Features and MMRP Checklist
Design
Feature/
Mitigation
Measure No.

Timing of Verification
Mitigation.Measures/Design Features
consultation and verification that it is a small historic deposit.
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Procedures for documentation, curation and reporting: The
following constitutes adequate mitigation of a small historic deposit
to reduce impacts due to excavation activities to below a level of
significance.
a.

b.
c.

100% of the artifacts within the trench alignment and width shall
be documented in-situ, to include photographic records, plan
view of the trench and profiles of sidewalls, recovered,
photographed after cleaning and analyzed and curated.
The remainder of the deposit within the limits of excavation
(trench walls) shall be left intact.
The Final Results Report shall include a requirement for
monitoring of any future work in the vicinity.

Human Remains: If human remains are discovered, work shall halt
in that area and procedures set forth in the California Public
Resources Code (Sec. 5097.98) and State Health and Safety Code
(Sec. 7050.5) as follows:
a. Notification
(1) Archaeological Monitor shall notify the PI, CM and the
Planning Director or his designee.
(2) The PI shall notify the County Coroner after
consultation.
b. Stop work and isolate discovery site
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(1) CMf the Planning Director or his designee, as
appropriate, shall stop work immediately and overlay
adjacent human remains until a determination can be
made by the County Coroner in consultation with the
PI concerning the origin of the remains and the cause
of death.
(2) The County Coroner, in consultation with the PI, shall
determine the need for a field investigation to
examine the remains and establish a cause of death.
(3) If a field investigation is not warranted, the PI, in
consultation with the County Coroner, shall determine
if the remains are of Native American origin.
If Human Remains are Native American
(1) The Coroner shall notify the Native American Historic
Commission (NAHC). (By law, ONLY the Coroner can
make this call.)
(2) NAHC will identify the person or persons it believes to
be the Most Likely Descendent (MLD).
(3) The MLD may make recommendations to the
landowner or PI responsible for the excavation work
to determine the treatment, with appropriate dignity, of
the human remains and any associated grave goods
(PRC 5097.98).
If Human Remains are not Native American
(1) The PI shall contact the NAHC and notify them of the
historical context of the burial.

Second Addendum to EIR
Precise Development Plan and Desalination Plant
Page 476 of 656

32

Pre
Const.

During
Const.

Post
Cost.

Completed
Re$p()l1.$ible
Initials
Pllity

Date

Comments

November 2012

Project Modification MMRP - Second Addendum to EIR
Precise Development Plan and Desalination Plant Project
Table 2-1
TOVWTP, Pipeline 3 Relining and Pipeline 4 Vent and Pipeline Replacement and Pipeline Interconnect Modifications
Project Design Features and MMRP Checklist
Design
Feature/
Mitigation
Measure No.

Timing of Verification

e.

Method of
Mitigation Measures/Design Features
Verification
(2) NAHC will identify the person or persons it believes to
be the MLD.
(3) The MLD may make recommendations to the
landowner or PI responsible for the excavation work
to determine the treatment of the human remains
(PRC 5097.98).
(4) If the remains are of historic origin, they shall be
appropriately removed and conveyed to the Museum
of Man for analysis. The decision for reinterment of
the human remains shall be made in consultation with
the or his designee, the landowner, the NAHC and the
Museum of Man.
Disposition of Human Remains
The landowner, or his authorized representative, shall
reinter the Native American human remains and any
associated grave goods, with appropriate dignity, on the
property in a location not sUbject to further subsurface
disturbance, IF:
(1) The NAHC is unable to identify the MLD, OR the MLD
failed to make a recommendation within 24 hours
after being notified by the Commission; OR;
(2) The landowner or authorized representative rejects
the recommendation of the MLD and mediation in
accordance with PRC 5097.94 (k) by the NAHC fails
to provide measures acceptable to the landowner.
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Notification of Completion: The Archaeologist shall notify the or
his designee, in writing of the end date of monitoring.

Pre
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Post Construction
Handling and Curation of Artifacts and Letter of Acceptance
a. The Archaeologist shall be responsible for ensuring that all
cultural remains collected are cleaned, catalogued, and
permanently curated with an appropriate institution; that a letter
of acceptance from the curation institution has been submitted
to the; that all artifacts are analyzed to identify function and
chronology as they relate to the history of the area; that faunal
material is identified as to species; and that specialty studies
are completed, as appropriate.
b. Curation of artifacts associated with the survey, testing and/or
data recovery for this project shall be completed in consultation
with the or his designee and the Native American
representative, as applicable.

Final Results Reports (Monitoring and Research Design and
Data Recovery Program)
a. Within three months following the completion of monitoring, two
copies of the Final Results Report (even if negative) and/or
evaluation report, if applicable, which describes the results,
analysis, and conclusions of the Archaeological Monitorinq
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CULT-4
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MMRP)

Method of
Featlues
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Program (with appropriate graphics) shall be submitted to the or
his designee for approval.
For significant archaeological resources encountered during
monitoring, the Research Design and Data Recovery Program
shall be included as part of the Final Results Report.
Mitig~tion· Measur~s/[)esign

b.

CULT-3
( FEIR
MMRP)

Recording Sites with State of California Department of Park
and Recreation.
The Archaeologist shall be responsible for recording (on the
appropriate State of California Department of Park and Recreation
forms-DPR 523 AlB) any significant or potentially significant
resources encountered during the Archaeological Monitoring
Program in accordance with the Historical Resources Guidelines,
and submittal of such forms to the South Coastal Information Center
with the Final Results Report.
A qualified paleontological monitor shall be present at a pre-grading
meeting with the construction contractor and environmental review
coordinator. The purpose of the meeting would be to consult and
coordinate the role of the paleontologist during construction. The
paleontological monitor shall have adequate knowledge and
experience with fossilized remains likely to be present to identify
them in the field. The paleontological monitor shall be adequately
experienced to remove paleontological resources for further study.
The paleontological monitor shall be present during the applicable
stages of grading and construction (including trenching) as
determined at the pre-grading meeting. The paleontological monitor
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Mitigation Measuresl[)esign Fe.atures
shall have the authority to temporarily direct, divert, or halt grading in
the area of an exposed fossil to facilitate evaluation and, if
necessary, salvage. At the discretion of the monitor, recovery may
include washing and picking of soil samples for microvertebrate
bone and teeth. The contractor shall be aware of the random nature
of fossil occurrences and the possibility of a discovery of such
scientific and/or educational importance which might warrant a longterm salvage operation or preservation. All fossils collected shall be
donated to a museum with a systematic paleontological collection,
such as the San Diego Natural History Museum. The shall ensure
the grading contractor is aware of this provision. Conflicts regarding
the role and authority of the monitor shall be resolved by the or his
designee.
CULT-5
Apaleontological monitoring report shall be submitted to the City of
Carlsbad. The report shall describe the materials recovered by the
( FEIR
monitoring program.
MMRP)
GEOLOGY AND SOILS
Mitigation Measures
4.5-2 (FEIR Apre-construction geotechnical investigation shall be prepared to
MMRP)
address geotechnical considerations related to constructing and
operating all of the offsite project components including water
delivery pipelines, the pump station, and surge control facilities. The
report shall contain all necessary requirements to address any
adverse soils conditions that may be encountered in final design of
the facilities. The project will be required to adhere to all such
requirements. The report shall include a discussion of site-specific
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geology, soils and foundational issues, a seismic hazards analysis to
determine the potential for strong ground acceleration and ground
shaking, potential groundwater issues, and structural design
recommendations. The soil engineer and engineering geologist shall
review the grading plans prior to finalization to verify the plans'
compliance with the recommendations of the report. Athird party
review of the geotechnical report and final grading plans shall be
conducted by the of the appropriate local jurisdiction (e.g., the City of
Carlsbad) prior to issuance of grading permits and encroachment
permits. Compliance with this measure shall be verified by the local
jurisdiction.
HAZARDS AND HAZARDOUS MATERIALS
Mitigation Measures
HAZ-1
To mitigate the potential for exposure of existing contamination during
construction of offsne pipelines, construction monitoring will be provided
(FEIR
in areas identified as having the potential for such risks, and appropriate
MMRP)
actions, as determined by the construction inspector shall be taken if
such materials are encountered. Such actions may include avoidance or
removal of contaminated materials, or special handling measures to
avoid exposure to materials.
HYDROLOGY AND WATER QUALITY
Mitigation Measures
HYDRO-1
Prior to issuance of grading permits or other permits, the project
(FEIR
applicant shall demonstrate compliance with all applicable
regulations established by the United States Environmental
MMRP)
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Table 2-1
TOVWTP, Pipeline 3 Relining and Pipeline 4 Vent and Pipeline Replacement and Pipeline Interconnect Modifications
Project Design Features and MMRP Checklist
De~igli

Til11ingQfVerification

Featurel
MitigatiQn
MeaslireNo.

Mitig~tiQ'l Me~sllre$/D.esignFe~tllre.s

Method of
Verification

Pre
Const.

During
Const.

Post
Cost.

Comple~ed

RespQnsible
Initials
Party

Date

Comments

Protection Agency (USEPA) as set forth in the National Pollutant
Discharge Elimination System (NPDES) permit requirements for
urban runoff and storm water discharge and any regulations adopted
by the city within which construction will take place, pursuant to the
NPDES regulations or requirements of that city (Carlsbad,
Oceanside and Vista). Further, the applicant shall file a Notice of
Intent (NOI) with the State Water Resources Control Board to obtain
coverage under the NPDES General Permit for Storm Water
Discharges Associated with Construction Activity and shall
implement aStorm Water Pollution Prevention Plan (SWPPP)
concurrent with the commencement of grading activities. The
SWPPP shall include both construction and post-construction
pollution prevention and pollution control measures and shall identify
funding mechanisms for post-construction control measures.
The following best management practices shall be adhered to during
construction:

•

•
•

Gravel bags, silt fences, etc. shall be placed along the edge of
all work areas as determined appropriate by the City's
construction inspector in order to contain particulates prior to
contact with receiving waters.
All concrete washing and spoils dumping will occur in adesignated
location.
Construction stockpiles will be covered in order to prevent blow-
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Table 2-1
TOVWTP, Pipeline 3 Relining and Pipeline 4 Vent and Pipeline Replacement and Pipeline Interconnect Modifications
Project Design Features and MMRP Checklist
Design
Featurel
Mitigati()n
Measure No.

•
•

HYDRO -2
( FEIR
MMRP)

HYDRO-3
( FEIR
MMRP)

COrnplete~

Tilning()tVerification
Mitigation.MeasureslDesign•• Feature.s
off or runoff during weather events.
Apollution control education plan shall be developed by the
General Contractor and implemented throughout all phases of
development and construction.
Severe weather event erosion control materials and devices
shall be stored onsite for use as needed.

Other best management practices as determined necessary by the
Prior to issuance of grading or building permits, whichever occurs first,
the applicant shall submit for aStorm Water Management Plan (SWMP).
The SWMP shall demonstrate compliance with the city of Carlsbad
Standard Urban Storm water M~igation Plan (SUSMP), Order 2001-01,
issued by the San Diego Region of the California Regional Water Quality
Control Board and C~ of Carlsbad Municipal Code.
Construction within any area the identifies as a 1OO-year flood
hazard shall occur only during dry months (May 1- September 30).
The may waive this restriction if the applicant satisfactorily
demonstrates, as determined by the, that construction would not
impede or redirect flood flows and would not expose people or
structures to flooding. Such demonstration shall occur before the
issues grading or other permits to permit construction in the flood
hazard area in the wet months and may require the applicant to
submit plans and details regarding the type, location, quantities and
duration of construction equipment and materials as well as any
other information that the may require.
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Table 2-1
TOVWTP, Pipeline 3 Relining and Pipeline 4 Vent and Pipeline Replacement and Pipeline Interconnect Modifications
Project Design Features and MMRP Checklist
D~sign

Timing()f V~ri.fication

Complet~d

F~atLlre/

Mitigation
Pre
Method of
Measure No.
Mitigation Measures/Design Features
Verification Const.
LAND USE/PLANNING
Mitigation Measures
LAND USE-1 The applicant shall coordinate with and receive approval from the
Construction X
McClellan-Palomar Airport Operations Manager before constructing Contractor
( FEIR
within the Airport Influence Area and particularly within any Flight
MMRP)
Activity Zone and Runway Protection Zone or on airport property.
NOISE AND VIBRATION
Project Design Features
Consistent with the Water Authority's typical construction practices,
Project
temporary noise walls would be incorporated into the Project as
Design
project design features to reduce construction noise levels at nearby
Feature
residences.
NOI-1
TRANSPORTATIONlTRAFFIC
Prior to issuance of grading permits and/or encroachment permits for
City
TRAFFIC-1
Engineer(s),
work
within
public
rights-of-way,
the
Applicant
shall
provide
the
( FEIR
Construction
ultimate location of soil disposal sites to the appropriate (if they are
MMRP)
Contractor
different from the disposal site identified in this analysis), and shall
further demonstrate transport of soil and materials to and from the
proposed sites will not result in Levels of Service during peak hour
periods on affected roadways and intersections falling below
acceptable standards established by the affected cities.
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Table 2-1
TOVWTP, Pipeline 3 Relining and Pipeline 4 Vent and Pipeline Replacement and Pipeline Interconnect Modifications
Project Design Features and MMRP Checklist
Design
ThTl.ing.ofV~rification
Featurel
Method of
Pre
During Post
Mitigation
Verification Const. Const. Cost.
MeastireNo.
Mitigaticm. Me~l)ures/J)esign F~atures
TRAFFIC-2
Prior to improvement plan approval, atraffic control plan will be
City
X
X
prepared for approval by each jurisdiction within which the project is Engineer(s),
( FEIR
proposed to be located. The traffic control plan will show all signage, Construction
MMRP)
Contractor
striping, delineate detours, flagging operations and any other
devices which will be used during construction to guide motorists
safely through the construction zone and allow for adequate access
and circulation, to the satisfaction of the city with applicable
jurisdiction. The traffic control plan will also include provisions for
coordinating with local emergency service providers regarding
construction times and locations of lane closures as well as
specifications for bicycle lane safety. The construction contractors
will coordinate traffic diversions, street and lane closures, and
obstruction of intersections with each jurisdiction's engineering
department prior to commencing construction activities through the
development of routing and detour plans.

Complet~d

Responsible
Party
Initials
Water
Authority

Date

Comments

This Traffic Control Plan will be prepared in accordance with each
jurisdiction's traffic control guidelines and will be prepared to ensure
that access will be maintained to individual properties and
businesses, and that emergency access will not be restricted.
Additionally, the Plan will ensure that congestion and delay of traffic
resulting from project construction are not substantially increased
and will be of a short-term nature.
The limits of construction work area(s) and suggested alternate
traffic routes for throuoh traffic will be published in a local newspaper
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Table 2-1
TOVWTP, Pipeline 3 Relining and Pipeline 4 Vent and Pipeline Replacement and Pipeline Interconnect Modifications
Project Design Features and MMRP Checklist
Design
Feature/.
Mitigation
Measure No.

Timing of Verification
Mitigati9nM~asure.s/Desigl1.F~ature.s

Method of
Verification

Pre
Const.

During
Const.

Post
Cost.

Completed
Resp9nsible
party
Initials

Date

Comments

periodically throughout the construction period. In addition, the
construction contractor shall provide not less than a 2-week written
notice prior to the start of construction by mailing to
owners/occupants along streets to be impacted during construction.
During construction, the contractor will ensure that continuous,
unobstructed, safe and adequate pedestrian and vehicular access to
and from public facilities such as schools" parks, post offices and fire
stations. If normal access to these facilities is blocked by
construction for more than four hours in any given workday,
alternative access will be provided. The contractor will coordinate
with each facility's administrators in preparing a plan for alternative
access.
During construction, the contractor will ensure that continuous,
unobstructed, safe and adequate pedestrian and vehicular access
remains to commerciall industrial establishments during regular
business hours. If normal access to business establishments is
blocked by construction for more than four hours in any given
workday, alternative access will be provided. The contractor, and
possibly the, will coordinate with the businesses in preparing a plan
for alternative access.
During construction, the contractor will maintain continuous vehicular
and pedestrian access to residential driveways from the public street
to the private property line, except where necessary construction
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Table 2-1
TOVWTP, Pipeline 3 Relining and Pipeline 4 Vent and Pipeline Replacement and Pipeline Interconnect Modifications
Project Design Features and MMRP Checklist
Design
Feature!
Miti9litioll
Measure No.

Completed

Tilllillg ofVerification

Method of
Verification
Features
precludes such continuous access for reasonable periods of time.
For example, when the pipeline is initially being excavated, access
to individual driveways may be closed during the course of a
workday. Access will be reestablished at the end of the workday. If a
driveway needs to be closed or interfered with as described above,
the construction contractor shall notify the owner or occupant of the
closure of the driveway at least five working days prior to the
closure.
Mitig~tionMe.asures!De.sign

Pre
Const.

During
Const.

Post
Cost.

Re~ponsible

Party

Initials

Date

Comments

Methods to maintain safe, vehicular and pedestrian access includes
the installation of temporary bridge or steel plates to cross over
unfilled excavations. Whenever sidewalks or roadways are removed
for construction, the contractor will place temporary sidewalks or
roadways promptly after backfilling until the final restoration has
been made.
The traffic control plan will include provisions to ensure that the
construction contractor's work in any public street does not interfere
unnecessarily with the work of other agencies such as emergency
service prOViders, mail delivery, school busses and waste services.
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Table 2-2
Macario Canyon Pipeline Alignment Modification and Pumping Well
and Aqueduct Connection Point Modification MMRP Checklist

MitigCltion
Measure No.
MitigaJionMeasures
AESTHETICS
Construction staging areas within the PDP area shall be screened
AES-4
from public view or located in an area away from direct public view.
( FEIR
Plans showing the staging area locations and screening shall be
MMRP)
submitted to the Planning director or his/her designee for review and
approval.
BIOLOGICAL RESOURCES
B10-1
Proposed mitigation for impacts to non-native grasslands shall be
mitigated per the mitigation measure identified in the FEIR, FEIR
( FEIR
MMRP, and consistent with City of Carlsbad Habitat Management
MMRP)
Conservation Plan (HMP) by the payment of the in lieu impact fee in
effect at the time HMP permit is issued for the proposed Macario
Canyon Pipeline modification and pumping well.
B10-3
( FEIR
MMRP)

Indirect impacts including dust, soil erosion, pollution, siltation, and
runoff shall be reduced through implementation of construction BMPs
and implementation of an approved SWPPP. At a minimum,
implementation of these practices shall include the following.

•

•

•

Method of
Verificatiol1

TimingofVt'rificCltion
Pre
During Post
Const. Canst. Cost.

CQl11pleted
Respol1sible
Party
Initials Date

City Planner

X

City of
CarlSbad

Project
Biologist,
City Planner

X

City of
Carlsbad

Project
Biologist,
City Planner

X

Comments

City of
Carlsbad

Placement of stockpiles of soils and materials such that they
cause minimal interference with onsite drainage patterns.
Hay bale barriers or gravel bags shall be placed along areas of
exposed soil to help reduce sedimentation during grading
operations.
Placement of a silt curtain or other drainage control device
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Table 2-2
Macario Canyon Pipeline Alignment Modification and Pumping Well
and Aqueduct Connection Point Modification MMRP Checklist

MitigaW:m
Measure No.

•
•
•
•
•

Mitigation Measures
around construction areas shall be required to protect natural
drainage channels from sedimentation.
Any dewatering that is needed shall be conducted in accordance
with the standard regulations of the RWQCB. Apermit to
discharge water from dewatering activities will be required.
Use of paved roadways or designated staging areas (existing
developed areas) for all equipment and vehicle refueling and
maintenance.
Implementation of dust control measures such as watering.
Temporary fencing of the limits of the construction area with
clearly visible orange construction fencing.
Temporary fencing of the Nuttall's scrub oak population located
adjacent to the work area and northeast of the intersection of EI
Camino Real and Palomar Airport Road to avoid impacts.

Method of
Verification

TimingofVE!rification
Pre
During Post
Canst. Canst. Cost.

Comple~ed

RE!sponsible
Patty.
Initials Date

Comments

In order to assure that these measures are adequately protecting
adjacent biological resources, construction activity shall be monitored
by a qualified biologist familiar with the sensitive flora and fauna of the
area. Biological monitoring shall be of afrequency and duration
necessary to reasonably assure that indirect impacts are minimized.
This shall include implementation of a contractor education program,
verification of proper construction and maintenance of staking/fencing,
full-time monitoring of vegetation removal, periodic monitoring of
construction activity adjacent to sensitive resource areas, and
reporting of contractor compliance and impact minimization measures
on a monthly basis. These measures shall ensure that indirect
impacts on vegetation communities, includinQ dust, erosion,
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Table 2-2
Macario Canyon Pipeline Alignment Modification and Pumping Well
and Aqueduct Connection Point Modification MMRP Checklist

~ltiga~ion

Measure No.

B10-4
(FEIR
MMRP)
4.3-5
( FEIR
MMRP)

Mit@ltioI1 Mea$urel3
sedimentation, pollution, siltation, and runoff are reduced to level
below significant.
The potential for direct impacts on coastal California gnatcatcher
individuals shall be mitigated by restricting the clearing of coastal
sage scrub within the project alignment to outside of the gnatcatcher
breeding season (August 16 through February 14).
Impacts to sensitive habitat areas would be less than significant. To
avoid potential adverse effects from hydro-fracturing that could occur
as a result of horizontal directional drilling or micro-tunneling, the
applicant shall provide evidence to the local jurisdiction that
demonstrates that the design of the drilling operation provides
sufficient horizontal distance and depth from sensitive habitat areas.
Information provided shall provide appropriate engineering
calculations to demonstrate to the local jurisdiction's satisfaction that
surface rupture will not occur within sensitive habitat areas.

Method of
Verification

Timing.of. Verificati()11
Pre
During Post
Const. Const. Cost.

qompleted
Responl3ible

party

Project
Biologist,
City Planner

X

City of
Carlsbad

Project
Biologist,
Project
Acoustician,
City Planner

X

City of
Carlsbad

.Refer to Table 2-1.

Project
Archeologist

X

City of
Carlsbad

Refer to Table 2-1.

Project
Archeologist

X

City of
Carlsbad

Initials Date

Comments

CULTURAL RESOURCES
CULT-1
(FEIR
MMRP)
CULT-2
(FEIR
MMRP)
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Table 2-2
Macario Canyon Pipeline Alignment Modification and Pumping Well
and Aqueduct Connection Point Modification MMRP Checklist
TimingofVerifica~i()n

Mitigation
Measure No.
CULT-3
Refer to Table 2-1.
( FEIR
MMRP)
CULT-4
Refer to Table 2-1.
( FEIR
MMRP)
CULT-5
Refer to Table 2-1.
(FEIR
MMRP)
GEOLOGY AND SOILS
GEO-2
Refer to Table 2-1.
(FEIR
MMRP)

Mitigation Measures
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Project
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Project
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During
Const.

x

Post
Cost.

Completed
Responsible
Party
Initials Date
City of
Carlsbad

x

City of
Carlsbad

x

City of
Carlsbad

x

City of
Carlsbad

Comments
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Table 2-2
Macario Canyon Pipeline Alignment Modification and Pumping Well
and Aqueduct Connection Point Modification MMRP Checklist

Mitigatic)r'
Measure No.
N1iti9@tionMea~ures
HAZARDS AND HAZARDOUS MATERIALS
HAl-1
Refer to Table 2-1.
(FEIR
MMRP)
HAl-3
All hazardous materials shall be handled and stored in accordance
with all applicable federal, state and local codes and regulations.
( FEIR
Specific requirements of the California Fire Code that reduce the risk
MMRP)
of fire or the potential for a release of hazardous materials that could
affect public health or environment include:

•

•
•
•
•

•

Provision of an automatic sprinkler system for indoor hazardous
material storage areas;
Provision of an exhaust system for indoor hazardous material
storage areas;
Separation of incompatible materials by isolating them from each
other with noncombustible partition.
Location of incompatible materials as far away from each other
as practical.
Spill control in all storage, handling and dispensing areas;
Separate secondary containment for each liquid chemical storage
system. The secondary containment shall be designed to hold 110
% of the entire contents of the tank. The secondary containment
for the cleaning chemicals located inside the RO building shall
have an extra volume to hold the water for the fire suppression
system that could be used for fire protection for aperiod of 20
minutes in the event of acatastrophic spill. The secondary
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Table 2-2
Macario Canyon Pipeline Alignment Modification and Pumping Well
and Aqueduct Connection Point Modification MMRP Checklist

Mitigation
Measure No.

Method of
Verification

Mitigation Measure.s
containment of the chemical storage tanks located outside the RO
building shall have extra storage capacity to hold precipitation from
a25-year, 24-hour event.
• Use of chlorine in liquid form (sodium hypochlorite) to mitigate
concerns associated with accidental toxic gas plume releases
and potential odor emissions from the chlorine storage facility;
• Use of aqua ammonia of concentration below the regulatory
threshold limit of 20 %and amount below the regUlatory
threshold of 20,000 gallons to mitigate concerns associated with
accidental release of significant toxic ammonia gas plume
releases.
All liquid chemical storage tanks shall be equipped with a pressure
relief valve, vapor equalization, a carbon filter vent, and vacuum
breaker. Any potential vapor fume releases from the storage tanks
shall be absorbed by the carbon filter vent, thereby providing an
effective odor control for volatile chemicals, such as ammonia and
chlorine.
HYDROLOGY AND WATER QUALITY
HYDRO -1
Refer to Table 2-1.
City
Planner/Engi
( FEIR
neer
MMRP)
HYDRO-2
Refer to Table 2-1.
City
Planner/Engi
( FEIR
neer
MMRP)
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X
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X
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Table 2-2
Macario Canyon Pipeline Alignment Modification and Pumping Well
and Aqueduct Connection Point Modification MMRP Checklist

Mitigation
MeasUre No.
HYDRO-3
Refer to Table 2-1.
(FEIR
MMRP)
LAND USE/PLANNING
LAND USE-1 Refer to Table 2-1.
( FEIR
MMRP)
TRANSPORTATIONITRAFFIC
TRAFFIC-1
Refer to Table 2-1.
( FEIR
MMRP)
TRAFFIC-2
Refer to Table 2-1.
( FEIR
MMRP)

Mitigation MeasurE!s
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Pre
During Post
Method of
Verification Const. Const. Cost.
City
X
Planner/Engi
neer
City Planner

CompletE!d
Respom;ib1e
Initials Date
Party
City of
Carlsbad

X

City of
Carlsbad

City
Engineer

X

X

City of
Carlsbad

City
Engineer

X

X

City of
Carlsbad
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November 21, 2012
Attention:

Board of Directors

CLOSED SESSION:
Conference with Real Property Negotiator
Government Code §54956.8
Property: Carlsbad Desalination Plant including land, estates or interests in land, easements,
and fixtures of Poseidon Resources (Channelside) LP
Agency Negotiators: Sandra Kerl, Ken Weinberg, David Moore, Eric Petersen
Negotiating Parties: Poseidon Resources (Channelside) LP
Under Negotiation: Price and terms of payment, including timing of acquisition and price and
payment options.

Purpose
This memorandum recommends a closed session, pursuant to Government Code §54956.8 to
meet with and provide instructions to the Authority’s designated negotiators at the November 29,
2012 meeting.

Prepared by: Daniel S. Hentschke, General Counsel
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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.
November 29, 2012
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 Board of Directors’ meeting of October 11, 2012
and the Formal Board of Directors’ meeting of October 25, 2012.

6.

Opportunity for members of the public who wish to address the Board on matters within
the Board’s jurisdiction.

7.

PRESENTATIONS & PUBLIC HEARINGS
7-A Appointment of Director. Jim Madaffer representing city of San Diego. Term
expires March 7, 2016.
7-B
Reappointment of Director. Reappointment of Barbara Wight, representing
city of San Diego. Term expires October 27, 2018.
7-C
Recognition of Jeff Stephenson, Principal Water Resources Specialist, Employee
of the 1st Quarter.

8.

REPORTS BY CHAIRS
8-A Chairs report: Chair Wornham
8-B
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Report by Committee Chairs
Administrative and Finance Committee
Engineering and Operations Committee
Legislation, Conservation and Outreach Committee
Water Planning Committee
Imported Water Committee

Director Wight
Director Knutson
Director Saxod
Director Dion
Director Watton

9.

CONSENT CALENDAR

9- 1.

Treasurer’s report.
Note and file the monthly Treasurer’s report.

9- 2.

Vote Entitlement Resolution for Calendar Year 2013.
Adopt Resolution No. 2012-___ establishing the vote and representative
entitlements of each member agency effective January 1, 2013.

9- 3.

Fiscal Years 2012 and 2013 additional litigation expenses.
Amend the General Counsel’s Fiscal Year 2012 and 2013 Department Budget by
an amount not-to-exceed $3.5 million for additional litigation expenses.

9- 4.

Amendment to Professional services contract with Mercer Health and
Benefits, LLC, to increase the amount by $150,000 and extend the term by 30
months for providing Health Insurance Broker Services.
Authorize execution of an amendment in the amount of $150,000, for a total
contract amount not-to-exceed $300,000 and extending the term by 30 months.

9- 5.

Annual Statement of Investment Policy and continue to delegate authority to the
Treasurer to invest Water Authority funds for calendar year 2013.
Adopt the Annual Statement of Investment Policy and continue to delegate
authority to the Treasurer to invest Water Authority funds for calendar year 2013.

9- 6.

Professional services contract with Carollo Engineers Inc. for a Cost of Service
Study.
Authorize the General Manager to award a professional services contract to
Carollo Engineers Inc. for an amount not-to-exceed $106,000 for a cost of service
study.

9- 7.

Notices of Completion for the Lake Hodges Pump Station project, Specification
554.
Authorize the General Manager to accept the Lake Hodges project as complete
and record the Notices of Completion for the Archer Western and Andritz
contracts.

9- 8.

Adopt Proposed 2013 Legislative Policy guidelines.
Adopt the proposed 2012 Legislative Policy Guidelines.

2
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9- 9.

Sponsorship of two bills in the State legislature.
Sponsor legislation that: Moves augmentation of raw water supplies with
advanced treated purified water and direct potable reuse to the Health and Safety
Code, instead of defining it as a waste in the Water Code. Requires the
California Air Resources Board to develop a program that returns revenues from
the purchase of greenhouse gas emission permits by the Metropolitan Water
District to retail water agencies that purchase MWD water.

9- 10.

Amend agreements with Carpi & Clay, Sacramento; Lang, Hansen, O’Malley and
Miller; V. John White Associates; and Carpi, Clay & Smith, Washington D.C.,
for legislative advocacy and government relations services.
Amend the agreements for legislative advocacy services through December 31,
2014, for a period of 24 additional months, for Carpi & Clay; Lang, Hansen,
O’Malley and Miller; V. John White Associates; and Carpi, Clay & Smith,
increasing total funding for the four agreements by $1,016,256, to an amount notto-exceed $2,970,739.

10.

ACTION / DISCUSSION

10-A

Audit Committee Annual Report.
Audit Committee recommendation:
1.
Accept and file the Audit Committee Annual Report pursuant to the
Administrative Code, Section 2.00.066.
2.
Accept and file the Comprehensive Annual Financial Report for fiscal
ended June 30, 2012. (Action)

11.

CLOSED SESSION(S)

11-A

CLOSED SESSIONS:
Conference with Legal Counsel – Existing Litigation
Government Code §54956.9(a)
Name of Case: QSA Judicial Council Coordination Proceeding No. 4353
Conference with Legal Counsel - Existing Litigation
Government Code §54956.9(a)
Name of Case: State Water Resources Control Board (SWRCB)
Imperial Irrigation District and San Diego County Water Authority
Joint Petition for Modification of Revised Order WRO 2002-0013
(Permit 7643, Application 7482)

11-B

CLOSED SESSION:
Conference with Legal Counsel - Existing Litigation
Government Code §54956.9(a)
SDCWA v Metropolitan Water District of Southern California;
Case Nos. CPF-10-510830 and CPF-12-512466
3
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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 Saunders
SANDAG Subcommittee: Borders/Regional Planning Committee –
Director Saxod
13-D AB 1234 Compliance Reports – Directors

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.

4
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MINUTES OF THE SPECIAL BOARD OF DIRECTORS’ MEETING
October 11, 2012
1.

Call to order.
Chair Wornham called the meeting to order at 1:35 p.m.

2.

Roll call.
Directors present were Arant, Bailey, Bond, Brady, Dailey, Dion, Douglas, Hilliker,
Hogan, Knutson, Lamb, Lewinger, Linden, Miller, Morrison, Mudd, Pocklington, Price, Sanford,
Saunders, Saxod, Smith, Steiner, Topolovac, Tu, Watton, Weston, Wight, Williams, Wilson and
Wornham. Directors absent were Barnum, Boyle, Croucher and Representative Slater-Price.
There was a quorum of the Board.
Staff present included General Manager Stapleton, General Counsel Hentschke, Deputy
General Managers Belock and Kerl, Assistant General Manager Cushman, Director of Water
Resources Weinberg, Water Resources Manager Yamada and Financial Planning Manager
Shank. Dr. Thomas W. Chesnutt, Principal with A & N Technical Services, Inc., and Mr. Gary
J. Crisp, Global Business Leader-Desalination with GHD, Inc. were also present.
2-A

Report on proxies received. There were no proxies received.

3.

Public Comment.
Chair Wornham announced the public speakers had requested to speak after the
presentations.
4.

Workshop on issues related to the Carlsbad Desalination Project.
4-A Presentation on Australian experience with desalination.

Mr. Yamada introduced Mr. Crisp, including information on education, credentials, and
professional experience and accomplishments. Mr. Crisp provided a comprehensive presentation
on six desalination projects in Australia. He concluded with sharing a letter from the Water
Corporation of Western Australia.
Directors asked Mr. Crisp questions about environmental issues, current operations, project
funding, public sentiment, unit cost of water, time frame from construction to production, and
consideration of other alternatives. Mr. Yamada provided information on intake velocity of the
Carlsbad Desalination Plant.
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Alternative structures for incorporation of Carlsbad Desalination into Water
Authority rates and charges.

Mr. Shank discussed the history of the Water Authority’s rate structure, the process for
designing the rate structure, and the process utilized for the Carlsbad Desalination cost. He
introduced Dr. Chesnutt, including information on professional experience, credentials and
education. Dr. Chesnutt provided information on what is a Cost of Service Study, and the status of
the rate structure alternatives for Carlsbad Desalination project costs and the Request for Proposal
for a Cost of Service Study. Mr. Weinberg discussed alternative rate structures, fixed cost
allocation, and rate structure policy.
Chair Wornham called for Public Comment on the item.
There were nine public speakers:
1.

Julia Chunn-Heer, Surfrider Foundation, spoke in opposition to the Carlsbad
Desalination project.

2.

Marco Gonzalez, Coastal Environmental Rights Foundation, spoke in
opposition to the Carlsbad Desalination project.

3.

Livia Borak, Coastal Environmental Rights Foundation, spoke in opposition to the
Carlsbad Desalination project.

4.

Joe Geever, Surfrider Foundation, spoke in opposition to the Carlsbad
Desalination project.

5.

Ron Davis, Executive Director of CalDesal, spoke in favor of the Carlsbad
Desalination project.

6.

Sean Karafin, San Diego County Taxpayers Association, posed specific questions
related to the development of the Water Purchase Agreement.

7.

Matt Adams, Building Industry Association of San Diego, spoke in support of the
Carlsbad Desalination project.

8.

Faith Picking, BIOCOM, spoke in support of the Carlsbad Desalination project.

9.

Chris Garrett, Latham & Watkins LLP for Poseidon, provided a written letter to
the Board and spoke about permits and approvals required for the project.

Chair Wornham called for Directors comments on the item. Directors provided comments
and questions about water supply diversification, cost of the project water, the Water Purchase
Agreement, allocation strategy policy and logic, risk mitigation, the rate structure alternatives
presented and proposed, cost allocation, fixed charge components, and supply.
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4-C

Proposed Water Purchase Agreement costs and terms.

This item was continued to the October 25, 2012 Board meeting.
5.

Adjournment.
There being no further business to come before the Board, Chair Wornham adjourned the
meeting at 4:20 p.m.

_______________________
Thomas V. Wornham, Chair
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MINUTES OF THE FORMAL BOARD OF DIRECTORS’ MEETING
OCTOBER 25, 2012
ENGINEERING AND OPERATIONS COMMITTEE
CALL TO ORDER / ROLL CALL
Chair Knutson called the Engineering and Operations Committee meeting to order at 9:00
a.m. Committee members present were Chair Knutson, Vice Chairs Dailey and Pocklington*,
and Directors Barnum, Hogan, Lamb, Lewinger, Miller, Saxod, Smith, Williams*, and Wilson.
Committee members absent were Directors Bailey, Mudd, and Morrison. Also present were
Directors Bond, Brady, Dion, Douglas, Linden, Sanford, Simpson, Topolovac, Tu, Watton,
Weston, Wight, and Wornham. 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 was General Manager Stapleton, General Counsel Hentschke, Deputy
General Manager Belock, Assistant General Manager Cushman, Director of Engineering Rose,
Director of Operations and Maintenance Eaton, Engineering Manager Reed, and Engineer PE
Fountain.
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
Chair Knutson announced the Project Delivery Work Group held its first meeting on
October 15, 2012, at which staff provided information on contracting and methods that the Water
Authority currently use to deliver capital projects as well as what other local agencies were
doing. He also reported that the next meeting would take place November 1, 2012.
DIRECTORS’ COMMENTS
There were no Directors’ comments.
I.

CONSENT CALENDAR
1.
Professional services contract with KPFF Consulting Engineering for design of
the microwave communications project.
Staff recommendation: Authorize the General Manager to award a professional
services contract in the amount of $500,000 to KPFF consulting Engineers for
design of the microwave communications project.

Director Hogan moved, Director Lamb seconded, and the motion to approve staff’s
recommendation passed unanimously.
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* Vice Chair Pocklington and Director Williams arrived at approximately 9:05 am.
II.

ACTION/DISCUSSION
There were no Action/Discussion items on the agenda.

III.

INFORMATION
1.
Presentation on San Vicente Dam Raise Project update.

Mr. Reed gave a presentation on the San Vicente Dam Raise project including completed
construction (RCC placement and the saddle dam), work in progress, and upcoming activities to
include: factory acceptance test; site acceptance test; startup; testing and commissioning; and
dam certification.
2.

Presentation on Twin Oaks Water Treatment Plant utilization.

Mr. Eaton gave a presentation on the Twin Oaks Water Treatment Plant utilization
including a review of the treated water study, treated water peaking, additional treatment plant
capacity, schedule, production, improvements to the treatment plant, performance, and a look
into the future.
3.

Presentation on Pipelines 3 and 4 Miramar Hill to Scripps Ranch Relining project.

Mr. Fountain gave a presentation on the Pipelines 3 and 4 Miramar Hill to Scripps Ranch
Relining project including photo documentation of the various stages and a description of
activities.
IV.

CLOSED SESSION
There were no closed session items on the agenda.

V.

ADJOURNMENT
There being no further business to come before the Engineering and Operations
Committee, Chair Knutson adjourned the meeting at 9:33 a.m.
ADMINISTRATIVE AND FINANCE COMMITTEE
CALL TO ORDER / ROLL CALL
Chair Wight called the Administrative and Finance Committee meeting to order at 9:40
a.m. Committee members present were Chair Wight, Vice Chair Bond, Directors Bailey*, Dion,
Douglas, Hilliker, Price*, Smith, Topolovac, and Wornham. Committee members absent were
Vice Chair Croucher, Directors Arant, Brady, and Saunders. Also present were Directors
Barnum, Dailey, Hogan, Knutson, Lamb, Lewinger, Linden, Miller, Pocklington, Sanford,
Saxod, Simpson, Tu, Watton, Weston, 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.
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Staff present was General Manager Stapleton, General Counsel Hentschke, Deputy
General Managers Belock and Kerl, Assistant General Manager Cushman, Director of
Finance/Treasurer McCraner, Director of Administrative Services Young, and Controller Greek.
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
There was no Chair’s report.
DIRECTORS’ COMMENTS
There were no Director’s comments.
I.

CONSENT CALENDAR
1.
Treasurer’s Report.
Staff recommendation: Note and file the monthly Treasurer’s report.
2.

Adopt an ordinance amending Administrative Code provisions relating to goods
and services and public works.
Staff recommendation: Adopt Ordinance 2012-03 an ordinance of the board of
directors of the San Diego County Water Authority to make clean-up amendments
to Chapters 4.04 and 4.08 of the Administrative Code.

3.

Establish 2013 Board meeting dates.
Staff recommendation: Combine the November and December Board meeting
dates to November 21, 2013, and approve the 2013 Board meeting dates calendar.

Director Dion moved, seconded by Director Smith. The motion passed unanimously to
approve the Consent Calendar.
II.

ACTION/DISCUSSION
There were no Action/Discussion items.

III.

INFORMATION
1.
Presentation on the 2012-2017 Business Plan.

Ms. Stapleton provided a presentation on the 2012-2017 Business Plan. The presentation
included a summary of “new normal” conditions facing the Water Authority, a review of the
three focus areas and 150 underlying goals. Ms. Stapleton explained the performance
monitoring process and stated the Business Plan document and historical status reports were
available online at the Water Authority’s website.
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* Director Bailey arrived at 9:47 a.m. and Director Price arrived at 9:50 a.m.
2.

Member Agency services update.

Mr. Belock provided a presentation on Member Agency services including a review of
services available to Member Agencies in the areas of right of way, risk management, human
resources, operations and maintenance, water resources environmental support and the formation
of an energy cooperative. Mr. Belock stated next steps were to continue to investigate options
and models for energy cooperatives, and to form a Member Agency Manager’s work group to
assist in option development.
Ms. Stapleton stated the goal of the item was to identify services in which the Water
Authority with its Member Agencies may work cooperatively to achieve efficiencies in costs and
effort.
The following items were noted and filed:
3.
Public Disclosure Reports.
3-A
Reimbursements to Board members and staff per Government Code
Section 53065.5.
3-B
Board of Directors’ Third Quarter 2012 expenses and attendance.

IV.

4.

Board of Directors’ second quarter 2012 expenses and attendance.

5.

Controller’s report on monthly financial statements.

6.

Board calendar.

CLOSED SESSION
There were no closed session items.

V.

ADJOURNMENT
There being no further business to come before the Administrative and Finance
Committee, Chair Wight adjourned the meeting at 10:05 a.m.
LEGISLATION, CONSERVATION AND OUTREACH COMMITTEE
CALL TO ORDER/ROLL CALL
Chair Saxod called the Legislation, Conservation and Outreach Committee to order at
10:10 a.m. Committee members present were Chair Saxod, Vice Chairs Hilliker and Weston,
Directors Dailey, Douglas, Miller, Sanford, Simpson, Topolovac, Tu and Wornham. Committee
members absent were Directors Boyle, Croucher, and Mudd. Other Board members present
were Directors Arant, Bailey, Barnum, Bond, Brady, Dion, Hogan, Knutson, Lamb, Lewinger,
Linden, Pocklington, Smith, Watton, 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.
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Staff present was General Manager Stapleton, General Counsel Hentschke, Deputy
General Manager Belock, Assistant General Manager Cushman, Director of Public Outreach and
Conservation Foster 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 announced the Water Authority recently won two top honors from the local
chapter of the Public Relations Society of America at the chapter’s annual Edward L. Bernays
Mark of Excellence Awards, one for the 2011 annual report and the other for a potable water
reuse video.
Chair Saxod mentioned the participation of several Water Authority staff in coordinating
Student Career Day at the recent AWWA conference in San Diego.
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 legislative issues including Proposition 30 and a hearing on the
Salton Sea. Mr. Carpi reported on Congress and the federal budget.
1-B

Present draft proposed 2013 Legislative Policy guidelines and solicitation
of ideas for 2013 legislation.

Mr. Volberg presented on the proposed 2013 Legislative Policy guidelines. Mr. Volberg
asked Board members to submit any ideas for the guidelines, or for sponsorship consideration.
2.

Report on hydraulic fracturing for the production of oil and gas.

Mr. Volberg presented a summary on the issue of hydraulic fracturing, including
concerns about potential water-related impacts and attempts to regulate hydraulic fracturing.
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III.

INFORMATION
The committee received and filed the following items:
1.

Final report on 2012 State Legislation and Legislative Positions and Status Report
on Federal Legislation.

2.

Government Relations update.

IV.

ADJOURNMENT
There being no further business to come before the Legislation, Conservation and
Outreach Committee, Chair Saxod adjourned the meeting at 10:47 a.m.
IMPORTED WATER COMMITTEE
CALL TO ORDER / ROLL CALL
Chair Watton called the Imported Water Committee meeting to order at 10:59 a.m.
Committee members present were Vice Chair Arant and Tu, Directors Barnum, Bond, Brady,
Lewinger, Linden, Morrison, Steiner, Weston, Wight, and Wilson. Director Knutson was absent.
Also present were Directors Dailey, Dion, Douglas, Hilliker, Hogan, Lamb, Miller, Pocklington,
Sanford, Saxod, Simpson, Smith, Topolovac, Williams, and Wornham. 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, Assistant General Manager Cushman, Director of MWD Program
Chen, Colorado River Program Director Razak, Government Relations Manager Volberg, and
others.
ADDITIONS TO AGENDA
There were no additions to the agenda.
PUBLIC COMMENT
There were no public comments.
DIRECTORS’ COMMENTS
There were no comments by Directors.
CHAIR’S REPORT
There was no Chair’s report.
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 Delegates report.
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The delegates reported on the discussions and actions taken at the recent MWD board
meetings.
2.

Colorado River Programs.
2-A Colorado River Board representative’s report.

There was no Colorado River Board representative’s report.
III.

INFORMATION
1.
Colorado River tamarisk management and salinity control update.

Ms. Razak provided an update on the Colorado River tamarisk management and salinity
control. Following the presentation, Directors asked questions and made comments.
2.

Bay-Delta update.

Mr. Volberg provided an update on the Bay Delta. Following his presentation, Directors
asked questions and made comments.
The following information items were noted and filed:
3.

Metropolitan Water District Program report.

4.

Colorado River Programs Quarterly Report.

Mr. Hentschke took the Committee into closed session at 11:44 a.m.
IV.

CLOSED SESSION
1.
CLOSED SESSION:
Conference with Legal Counsel – Existing Litigation
Government Code §54956.9(a)
Name of Case: QSA Judicial Council Coordination Proceeding No. 4353
Conference with Legal Counsel – Existing Litigation
Government Code §54956.9(a)
Name of Case: State Water Resources Control Board (SWRCB) Imperial
Irrigation District and San Diego County Water Authority Joint Petition for
Modification of Revised Order WRO 2002-0013 (Permit 7643, Application 7482)
2.
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Mr. Hentschke brought the Committee out of Closed Session at 12:01 p.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 12:02 p.m.
WATER PLANNING COMMITTEE
CALL TO ORDER/ROLL CALL
Chair Dion called the Water Planning Committee Meeting to order at 1:09 p.m.
Committee members present were Chair Dion, Vice Chairs Price and Saunders, and Directors
Hogan, Lamb, Linden, Pocklington, Sanford, Simpson, Steiner, Watton and Williams. Director
Boyle was absent. Also present were Directors Arant, Barnum, Bond, Dailey, Douglas, Hilliker,
Miller, Saxod, Smith, Topolovac, Weston, Wight, Wilson 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.
Staff present was General Manager Stapleton, General Counsel Hentschke, Deputy
General Managers Belock and Kerl, Assistant General Manager Cushman, Director of Water
Resources Weinberg and Water Resources Manager Yamada. Also present was David Moore,
Managing Director of Clean Energy Capital, Attorney Eric Petersen with Hawkins, Delafield and
Wood, and Neil Callahan, Vice President with SAIC Energy, Environment & Infrastructure.
PUBLIC COMMENT
Chair Dion advised public comments would be taken when the specific item on the
agenda was addressed.
DIRECTORS’ COMMENTS
There were no Directors’ comments.
CHAIR’S REPORT
Chair Dion thanked Committee and Board members for attending the October 2, 2012
and October 10, 2012 public meetings for the Carlsbad Desalination Project. He also remarked
on the upcoming water year’s supply and demand scenarios.
I.

CONSENT CALENDAR
Chair Dion called for any objections to moving Agenda Action item 3 to the Consent
Calendar. Seeing none, he called for a motion to approve the Consent Calendar as modified.
1.
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environmental compliance support for a 24-month period for a not-to-exceed
amount of $285,000.
2.

Resolution establishing preliminary informal terms and conditions for the Valley
Center Municipal Water District’s proposed Meadowood Annexation.
Staff recommendation: Adopt Resolution No. 2012-____ establishing
preliminary informal terms and conditions for the Valley Center Municipal Water
District’s proposed Meadowood Annexation, and requesting that Metropolitan
Water District of Southern California grant conditional approval and give notice
of intent to impose water standby charges.

Director Steiner moved, Director Saunders seconded, and the motion passed unanimously
to approve the staff recommendations of the Consent Calendar.
II.

ACTION/DISCUSSION
1.
Carlsbad Desalination Project Status.

Chair Dion advised the order of items presented would differ from the order presented in
the Agenda. He then called for public comment by a member of the public who requested to
comment prior to staff presentations. Ann Kulchin, Mayor Pro Tem of the city of Carlsbad,
California, spoke in support of the project.
1-A

Report out on October 2, 2012 and October 10, 2012 Public Meetings.

Mr. Weinberg presented an overview of the deliberation process undertaken since the
Board approved the Project Term Sheet in July 2010, a report on the October 2 and October 10,
2012 public meetings, and background information on Clean Water Act Compliance and Water
Recycling in the Metro Wastewater System.
1-D

Proposed amendment to the California Ocean Plan for Desalination
Facilities and Brine Disposal.

Ms. Dobalian presented information on the proposed amendment to the Ocean Plan for
Desalination Facilities and Brine Disposal and introduced Scott Jenkins, Ph.D., Brine Panel
member. Dr. Jenkins provided detailed information covering five of 21 panel findings and
recommendations. Ms. Dobalian reviewed next steps.
1-B

Proposed Water Purchase Agreement costs and terms.

Mr. Weinberg presented introductory information on the Water Purchase Agreement
Costs and Terms. Mr. Moore presented detailed information on cost, water unit price, water
purchase payments, capital costs, energy costs, debt service and equity return. Staff responded to
questions and comments posed by Directors Watton, Wornham, Miller, Wight, Topolovac, Price,
Lewinger, Weston, Brady and Williams. Mr. Petersen presented information on uncontrollable
circumstances, insurable and uninsurable events, changes in law, impacts and adjustments to the
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price of water, and performance and product water guarantees and consequences. Mr. Weinberg
reviewed price cap information as it would relate to the information presented by Mr. Petersen.
Mr. Callahan provided information on the operations and management of the plant including an
overview of the Water Purchase Agreement Technical Appendices.
Chair Dion advised that another Special Meeting of the Board would be held on
November 15, 2012, in addition to a Special Meeting scheduled for November 8, 2012, and that
the first potential opportunity for the Board to vote on the Water Purchase Agreement would be
November 29, 2012.
Director Price asked about a request submitted by the city of San Diego Independent
Rates Oversight Committee for 60 additional days for analysis of the Agreement. Ms. Stapleton
advised it would be the Board’s decision to determine when to take action on the Water Purchase
Agreement.
Director Saunders requested the alternative rates structures discussion scheduled for the
November 8, 2012 Special Meeting also include the alternatives proposed by the city of San
Diego. He invited Director Bailey to provide additional explanation. Director Bailey requested
the addition of two alternative options as part of the upcoming rate structure discussion –
proposed by the city of San Diego and presented by Director Watton. Ms. Stapleton confirmed
staff was in receipt of the proposed options in addition to an option provided by Director
Lewinger, and that staff would generate the additional alternatives for discussion on November
8, 2012.
Director Wight requested information for the November 8, 2012 Special Meeting that
would outline specific situations that could occur if a vote on the Water Purchase Agreement
would not take place by the Board on November 29, 2012, and how it would impact the cost of
the water.
The following item was received and filed:
1-C

Ensuing actions with Board consideration of the Carlsbad Desalination Project
Water Purchase Agreement.

Director Dion called for public comment. Julia Chunn-Heer, Surfrider San Diego,
commented on two documents she had provided previously to the Board and requested the Board
take more time to consider the Agreement and relevant information as it became available.
Robert Simmons, retired professor of law at the University of San Diego and former chief trial
counsel for the Sierra Club, spoke in strong support of the project. Livia Borak, Coastal
Environmental Rights Foundation, commented on ratepayer increase percentages, and
respectfully requested the Board not rush the project. Mr. Weinberg responded to comments
made on the ratepayer percentage increases.
2.
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Staff recommendation: Approve the uniform contract for member agency
purchase of treated water from the San Diego County Water Authority-Carlsbad
Desalination Project.
Ms. Friehauf presented information on development of the proposed contract and
potential modifications that could be required as specific to member agencies.
Director Lamb moved and Director Williams seconded a motion to approve the staff
recommendation.
In discussion, Director Watton raised concern about approving a uniform contract related
to the Water Purchase Agreement which had not yet been approved by the Board. He moved a
substitute motion to not approve the uniform contract, to provide a form of contract to the
member agencies for completion, and returning to the Water Authority with the Board approval
of the Water Purchase Agreement.
Mr. Hentschke advised the Water Authority Administrative Code would not allow a
substitute motion that fundamentally altered the main motion, and that the correct procedure
would be to vote down the original motion and move to a new motion.
Staff responded to additional comments and questions posed by Directors Douglas,
Williams, Arant, Hilliker, Lamb, Saunders and Topolovac.
The motion to approve the staff recommendation passed with the following vote: Chair
Dion, Vice Chair Saunders, and Directors Hogan, Lamb, Linden, Pocklington, Sanford and
Williams voted yes; Directors Steiner and Watton voted no; Vice Chair Price and Director
Simpson abstained.
III.

INFORMATION
The following item was received and filed:
1.
Water Resources Report.

IV.

CLOSED SESSION
There was not a Closed Session.

V.

ADJOURNMENT
Chair Dion adjourned the meeting at 5:00 p.m.

FORMAL BOARD OF DIRECTORS’ MEETING OF OCTOER 25, 2012
1.

CALL TO ORDER Chair Wornham called the Formal Board of Directors’ meeting to
order at 5:05 p.m.

2.

SALUTE TO THE FLAG Director Watton led the salute to the flag.
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3.

ROLL CALL, DETERMINATION OF QUORUM
Secretary Hogan called the roll. Directors present were Arant, Barnum, Bond, Dailey,
Dion, Douglas, Hilliker, Hogan, Lamb, Linden, Miller, Mudd, Pocklington, Price,
Sanford, Saunders, Saxod, Simpson, Smith, Steiner, Topolovac, Watton, Wight,
Williams, Wilson, Weston, and Wornham. Directors absent were Bailey, Boyle, Brady,
Croucher, Knutson, Lewinger, Morrison, Tu, and Representative Slater-Price.
3-A Report on proxies received. Director Douglas was the proxy for Director
Boyle.

4.

ADDITIONS TO AGENDA There were no additions to the agenda.

5.

APPROVAL OF MINUTES Director Lamb moved, Director Barnum seconded, and
the motion carried at 91.96% of the vote to approve the minutes of the Special Board of
Directors’ meeting of September 20, 2012 and the Formal Board of Directors’ meeting of
September 27, 2012.
Director Simpson abstained on both meetings and Director Wight abstained on Formal
Board of Directors’ meeting of September 27, 2012.

6.

OPPORTUNITY FOR MEMBERS OF THE PUBLIC WHO WISH TO ADDRESS
THE BOARD ON MATTERS WITHIN THE BOARD’S JURISDICTION
There were no members of the public that wished to speak.

7.

PRESENTATIONS AND PUBLIC HEARINGS
7-A Introduction of new Board officers.
7-B
Retirement of Director. Adopt Resolution No. 2012-15 honoring Lynne Heidel
upon her retirement from the Board of Directors.
7-C
Reappointment of Director. Reappointment of Bud Pocklington, South Bay
Irrigation District. Term expires September 8, 2018.
7-D Appointment of Director. Appointment of John Simpson, Marine Corps Base,
Camp Pendleton. Term expires January 12, 2014.
Chair Wornham introduced the new Board officers and announced Director Pocklington
was reappointed to the Board. He also introduced and welcomed newly appointed
Director Simpson, representing Marine Corps Base, Camp Pendleton.
Director Steiner moved, Director Mudd seconded, and the motion carried at 92.09% of
the vote to adopt Resolution No. 2012-15 honoring Lynne Heidel upon her retirement
from the Board of Directors.

8.

REPORTS BY CHAIRS
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9.

8-A

Chair Wornham announced due to time constraints he would not be giving a
Chairs report.

8-B

Report by Committee Chairs.
Engineering and Operations Committee. Director Dailey reviewed the
meeting and the actions taken.
Administrative and Finance Committee. Director Wight reviewed the meeting
and the actions taken.
Legislation, Conservation and Outreach Committee. Director Saxod reviewed the
meeting and stated no action was taken.
Imported Water Committee. Director Watton reviewed the meeting and stated no
action was taken.
Water Planning Committee. Director Dion reviewed the meeting and the actions
taken.

CONSENT CALENDAR
Director Pocklington moved, Director Miller seconded, and the motion carried at
92.09% of the vote to approve the consent calendar. Directors voting no or
abstaining are listed under the item number.

9- 1.

Professional services contract with KPFF Consulting Engineers for design of the
microwave communications project.
The Board authorized the General Manager to award a professional services contract in
the amount of $500,000 to KPFF Consulting Engineers for design of the microwave
communications project.

9- 2.

Treasurer’s report.
The Board noted and filed the monthly Treasurer’s report.

9- 3.

Adopt an ordinance amending Administrative Code provisions relating to goods and
services and public works.
The Board adopted Ordinance 2012-03 an ordinance of the Board of Directors of the
San Diego County Water Authority to make clean-up amendments to Chapters 4.04
and 4.08 of the Administrative Code.

9- 4.

Establish 2013 Board meeting dates.
The Board authorized combining the November and December Board meeting dates to
November 21, 2013, and approved the 2013 Board meeting dates calendar.

9- 5.

Professional services contract to RECON Environmental, Inc. to provide
environmental consulting services for a 24-month period for a not-to-exceed amount of
$285,000.
The Board awarded a professional services contract to RECON Environmental, Inc. to
provide environmental consulting services for preparation of the Nob Hill
Modifications Environmental Impact Report and other environmental compliance
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support for 24-month period for a not-to-exceed amount of $285,000.

9- 6.

Approval of uniform contract for member agency purchase of treated water from the
Water Authority-Carlsbad Desalination Project.
The Board approved the uniform contract for member agency purchase of treated water
from the San Diego County Water Authority-Carlsbad Desalination Project.
Directors Hilliker, Saxod, Steiner, Watton, and Wight voted no on item 9-6.

9- 7.

Resolution establishing preliminary informal terms and conditions for the Valley
Center Municipal Water District’s proposed Meadowood Annexation.
The Board adopted Resolution No. 2012-14 establishing preliminary informal terms
and conditions for the Valley Center Municipal Water District’s proposed Meadowood
Annexation, and requesting that Metropolitan Water District of Southern California
grant conditional approval and give notice of intent to impose water standby charges.

10.

ACTION/DISCUSSION
10-A Biennial Review of Representatives to the Metropolitan Water District.
10-B Appointment of Director Vincent Mudd to the Metropolitan Water District of
Southern California Board of Directors.
Director Hilliker moved, Director Wilson seconded and the motion carried at 92.09% of
the vote approving the appointment of Vincent Mudd as a representative of the San
Diego County Water Authority on the Board of Directors of the Metropolitan Water
District of Southern California, and confirming the following appointments as the Water
Authority’s Metropolitan Water District Delegates: Keith Lewinger, Fern Steiner, Doug
Wilson.

11.

CLOSED SESSION(S)

11-A

CLOSED SESSIONS:
Conference with Legal Counsel – Existing Litigation
Government Code §54956.9(a)
Name of Case: QSA Judicial Council Coordination Proceeding No. 4353
Conference with Legal Counsel - Existing Litigation
Government Code §54956.9(a)
Name of Case: State Water Resources Control Board (SWRCB)
Imperial Irrigation District and San Diego County Water Authority
Joint Petition for Modification of Revised Order WRO 2002-0013
(Permit 7643, Application 7482)

Page 516 of 656

Formal Board
Agenda Item Number 5
October 25, 2012

11-B

CLOSED SESSION:
Conference with Legal Counsel - Existing Litigation
Government Code §54956.9(a)
SDCWA v Metropolitan Water District of Southern California;
Case Nos. CPF-10-510830 and CPF-12-512466
Mr. Hentschke announced there was no need for a Closed Session on items 11-A and
11-B.

12.

ACTION FOLLOWING CLOSED SESSION – None.

13.
SPECIAL REPORTS
13-A GENERAL MANAGER’S REPORT – No report was given.
13-B GENERAL COUNSEL’S REPORT – No report was given.
13-C SANDAG REPORT – Director Saunders – No report was given.
SANDAG BORDERS/REGIONAL PLANNING COMMITTEE – Director Saxod
announced there was nothing to report.
13-D AB 1234 COMPLIANCE REPORTS – Director Bond reported on a meeting he attended
regarding the Delta Conservation Plan.
14.

OTHER COMMUNICATIONS - None.

15.

ADJOURNMENT
There being no further business to come before the Board, Chair Wornham
adjourned the meeting at 5:20 p.m.

__________________________________
Thomas V. Wornham, Chair

_______________________________
Michael T. Hogan, Secretary

_______________________________
Doria F. Lore, Clerk of the Board
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November 21, 2012
Attention:

Board of Directors

Audit Committee Annual Report (Action)
Audit Committee recommendation
1. Accept and file the Audit Committee Annual Report pursuant to the
Administrative Code, Section 2.00.066.
2. Accept and file the Comprehensive Annual Financial Report (CAFR) for fiscal
year ended June 30, 2012.
Fiscal Impact
There is no fiscal impact associated with the recommended action.
Background
On August 27, 2009 the Board approved the establishment of an Audit Committee. The action
was driven by the desire to separate oversight responsibilities for the audit function from the
Administrative & Finance Committee, which is responsible for oversight of financial policy such
as budgeting, financing, rates and charges.
Previous Board action: On August 27, 2009 the Board adopted Ordinance No. 2009-05
establishing the Audit Committee.
Discussion
The Committee’s work during the year focused on finalizing the selection of a new independent
audit firm and the oversight of the annual financial audit for fiscal year 2012. The Water
Authority’s auditor, Macias Gini & O’Connell, LLP (MGO) provided the Water Authority with
an unqualified (or clean) opinion on the financial statements for the fiscal year ended June 30,
2012. No Management letter comments or instances of noncompliance or deficiencies in internal
controls were reported.
The Committee unanimously recommended selection of the new independent auditor (MGO).
The contract was approved by the Board on March 22, 2012. MGO began work under the new
contract effective April 1, 2012.
Audit Committee Annual Report
In discharging its responsibilities the Audit Committee met four times. Following are
descriptions of the business conducted at the various meetings.
•

March 5, 2012: The Committee met to discuss staff recommendation to select Macias
Gini & O’Connell, LLP for independent audit services. The committee approved the
staff recommendation and forwarded the item to the full Board for approval.

•

May 1, 2012: Staff introduced the audit team, who introduced themselves and gave a
brief history of MGO. The main topics for the meeting included discussion regarding
the 2012 work plan, audit process, roles & responsibilities, and internal controls, as

Page 524 of 656

Formal Board
November 21, 2012
Page 2 of 3
well as interim fieldwork and deliverables. The Committee requested MGO meet
with two Committee Members Ken Williams and Mark Weston without staff present
in late June 2012 to discuss the audit plan in more detail.
o Vice Chair Williams and Director Weston met with Kevin Starkey and
Miyuki Freeman from MGO on July 5, 2012 to discuss the audit plan.
•

September 26, 2012: Vice Chair Williams and Director Weston gave feedback from
the meeting they had with MGO. Vice Chair Williams indicated the meeting went
well, but that the meeting with the Auditors took place too early in the audit process.
Chair Price recommended and the Committee approved that Vice Chair Williams and
Director Weston meet again with MGO prior to the exit conference with staff.
Mr. Greek discussed the audit progress to date and shared the sequence of events
going forward to complete the audit. He indicated that while the audit was projected
to be completed on schedule, it had been a challenging audit resulting in extended
fieldwork. During the discussion the committee requested comparative
employer/employee pension contribution data be provided to the committee members.
o Vice Chair Williams and Director Weston met with Kevin Starkey and
Miyuki Freeman from MGO on October 9, 2012 to discuss the audit fieldwork
and any findings as a result of their work.

•

November 8, 2012: The Committee was given a report on comparative
employer/employee pension contribution data prior to the meeting. There was no
discussion on contents of the report during the meeting.
The CAFR was made available to the Committee. The Committee reviewed and
discussed each of the basic financial statements, the Statement of Net Assets, the
Statements of Revenues, Expenses and Changes in Net Assets, and the Statements of
Cash Flows for fiscal years 2012 and 2011; the review of the basic financial
statements included discussions about items in the Management’s Discussion and
Analysis, and various detailed items in the footnotes. Following the review and
discussion of the CAFR, Kevin Starkey, CPA from MGO explained the different
auditor reports including the Opinion Letter, Letter to the Audit Committee and the
Letter on Internal Controls over Financial Reporting.
The Audit Committee reviewed a draft of the Audit Committee Annual Report. Upon
review and acceptance of both reports, the Committee directed staff to deliver the
Audit Committee Annual Report along with the CAFR to the Board with a
recommendation to accept and file.

Comprehensive Annual Financial Statements
The Audit Committee directed staff to deliver the Fiscal Year 2012 CAFR to the Board along
with the Audit Committee Annual Report. The CAFR includes the Letter of Transmittal from
the General Manager and Director of Finance/Treasurer, Auditor’s Opinion Letter, Management
Discussion and Analysis, Financial Statements, Notes to the Financial Statements, Required
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Supplementary Information, Supplemental Information, Statistical Section, and Required
Continuing Disclosure.

Prepared by:

Hershell Price, Audit Committee Chair

Attachment:

Water Authority Comprehensive Annual Financial Report for Fiscal Year
2012 in PDF format (physical copy to be provided at the Board meeting)
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San Diego, California 92123

Comprehensive Annual Financial Report
Fiscal Years Ended June 30, 2012 and 2011

Prepared by the Finance Department
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November 29, 2012
The Honorable Board of Directors
San Diego County Water Authority
4677 Overland Avenue
San Diego, CA 92123
We are pleased to submit the Comprehensive Annual Financial Report (CAFR) for the San
Diego County Water Authority (Water Authority) for the fiscal year ended June 30, 2012
in accordance with Section 25253 of the California Government Code. The purpose of
this report is to provide the Board of Directors (the Board), member agencies, investors,
the public, and other interested parties with reliable financial information about the
Water Authority.
Management assumes full responsibility for the completeness and reliability of the
information contained in the report, which is based upon a comprehensive framework
of internal controls that was established for this purpose. Because the costs of internal
controls should not exceed the anticipated benefits, the objective is to provide
reasonable, rather than absolute, assurance that the financial statements are free of any
material misstatements.
Water Authority policy requires that an independent certified public accounting
firm, selected by the Board, audit the basic financial statements on an annual basis.
Macias, Gini & O’Connell, LLP have issued an unqualified (or clean) opinion on the
Water Authority’s basic financial statements for the fiscal year ended June 30, 2012.
The independent auditor’s report is presented as the first component of the Financial
Section of this report.
Management’s Discussion and Analysis (MD&A) immediately follows the independent
auditor’s report in the Financial Section and provides an overview, summary, and analysis
of the basic financial statements. The MD&A complements this Letter of Transmittal
and should be read in conjunction with it.

A public agency providing a safe and reliable water supply to the San Diego region
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Water Authority Profile
The Water Authority was organized on June 9, 1944 under the County Water Authority Act for the primary purpose
of providing a safe and reliable supply of imported water to its member agencies for domestic, municipal, and
agricultural uses. The Water Authority’s service area encompasses roughly the western one-third of San Diego
County or approximately 1,486 square miles. As a semi-arid region, rainfall and groundwater meet only about 14
percent of regional demand in an average hydrologic year. With conservation and recycled water comprising 15
percent, the Water Authority purchases the remaining 71 percent from outside sources. As a wholesale entity, the
Water Authority has no retail customers; it serves only its 24 member agencies which deliver water to approximately
97 percent of San Diego county’s 3.17 million residents. These member agencies include six cities, five water
districts, three irrigation districts, eight municipal water districts, one public utility district, and one federal agency.
The Water Authority is a member agency of, and obtains water from, the Metropolitan Water District of Southern
California (MWD), which derives its supply from the Colorado River and the California State Water Project. The
Water Authority also obtains water under long-term agreements from the Imperial Irrigation District, which derives
its supply from the Colorado River.

Board of Directors
A 36-member Board of Directors (Board) governs the Water Authority with each of the 24 member agencies having
at least one voting representative on the Board. Member agencies may also designate and appoint one additional
representative for each full five percent of Water Authority assessed value within the member agency service area.
Currently, the City of San Diego has ten directors; Helix and Otay Water Districts as well as the Carlsbad Municipal
Water District have two directors. Directors are appointed to six-year terms by the chief executive officers of the
respective member agencies, subject to approval by the agencies’ governing bodies. The voting rights of member
agencies are weighted and based upon each agency’s total historical financial contribution to the Water Authority.
Currently, all Board actions require an affirmative vote constituting at least 55 percent of the total weighted vote of
the member agencies. In addition to the 36 voting members, the County of San Diego has one representative who
may participate in certain Board deliberations and committee actions, but has no voting rights on Board actions.
Officers of the Board of Directors begin two-year terms on October 1 of each even-numbered year.

Committees and Organizational Structure
To facilitate matters, most business coming before the Water Authority’s Board is first considered by one of its five
standing committees, described below, which then makes recommendations to the full Board for formal action:
The Administrative and Finance Committee is responsible for administrative and finance matters including:
rates, fees, charges, and other sources of revenue; budget; investments; human resources; employer-employee
relations; information technology; insurance; risk management; and other matters of general business operations.
The Engineering and Operations Committee is responsible for matters of design, construction, replacement,
maintenance and operation of the Water Authority’s facilities, property and equipment, including: administration
of the Capital Improvement Program; administration of the Aqueduct Protection Program; right of way acquisition
and management; system and facility security; water quality; and other matters relating to facility operations.
The Imported Water Committee is responsible for imported water supply matters including: activities and issues
as a member agency of MWD; administration of the Quantification Settlement Agreement and related agreements;
Colorado River Board; State Water Project; CalFed; and other matters relating to water supplies from sources
outside San Diego County.

2
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The Legislation, Conservation, and Outreach Committee is responsible for community and governmental
matters including: legislation, lobbying, and intergovernmental relations; community relations; media relations;
water conservation programs; treated water demand and peaking management; administration of shortage
allocation programs and policies; and the Small Contractors Outreach and Opportunities Program (SCOOP).
The Water Planning Committee is responsible for water planning and local supply development including:
water demand and supply planning; shortage allocation planning; water supply forecasting and reporting;
seawater desalination; water reclamation; groundwater and conjunctive use; local surface water; environmental
management; Urban Water Management Plans; and other planning matters.
In addition, the Water Authority has two special purpose Board committees which are responsible for oversight
of programs important to the Water Authority and its constituents as follows:
The Audit Committee is responsible for independent oversight of the annual financial reporting process,
including the selection of, and communication with, the Water Authority’s outside audit firms. The Committee
was established in 2009 driven by the Board’s desire to separate oversight responsibilities for the audit function
from the Administrative & Finance Committee, which is responsible for oversight of financial policy such as
budgeting, financing, and rates and charges.
The SCOOP Committee emphasizes its efforts on outreach and partnering with small businesses to maximize
small business participation with Water Authority contracts and procurements. The Committee was formally
established in 2002 to provide policy recommendations and oversight for the Board on the efforts of the program.
The Water Authority’s organizational structure follows on page 12. The General Manager reports directly to the
Board and manages the Water Authority’s day-to-day operations. The General Counsel also reports directly
to the Board. Reporting directly to the General Manager are two Deputy General Managers, an Assistant
General Manager, and the Colorado River Program Manager. The remainder of the executive team consists of
seven department directors and two program heads, responsible for managing the Administrative Services,
Engineering, Finance, Human Resources, Operations and Maintenance, Public Outreach and Conservation, and
Water Resources Departments, and the MWD and the Government Relations Programs.

Economic Conditions and Outlook
Historically, the San Diego region has had a strong economy with the defense industry being the catalyst for
regional growth. Coming out of the recession, San Diego is leading the way in recovery for the Nation and the
State. The region has become a center for information technology and the biotech industry. San Diego is now a
focus of venture capitalists seeking out technology start up companies. This is evidenced by solid growth in the
professional sector with private industry employment numbers trending up over the past two years. The tourism
industry has also seen a boost with occupancy rates driving an increase in room rates and employment in this
sector.
Real estate inventory is down substantially over the past year. This is having an impact on housing prices which
have been slowly trending upward with construction of new housing and multi-unit complexes beginning to
increase. Foreclosures and defaults are down and slow steady growth is projected for the coming years. With this
growth trend it is ever more important to ensure the region has a plan in place for reliability and diversification
of its water supply.
After a four-year period of declining water use, total water consumption for the Water Authority service area was
up from the prior year. Fiscal Year 2012 total water use reached just over 542,000 acre-feet (AF). This represented

Page 533 of 656

CAFR

Fiscal Years Ended June 30, 2012

and

2011

3

		

Introductory

section,

(continued)

a 15,000 AF increase from Fiscal Year 2011 water use of roughly 527,000 AF. The slight uptick in water use may
indicate the start of a rebound in post-allocation period demand that is anticipated in the Water Authority’s longterm demand projections. The long-range water demand forecast is based on demographic and economic growth
projections contained in the San Diego Association of Governments 2050 Regional Growth Forecast.
Following a very wet Fiscal Year 2011, Fiscal Year 2012 turned out to be another dry year. The region’s two main
sources of imported supplies, the State Water Project and Colorado River, experienced below average precipitation,
snowpack, and runoff in Fiscal Year 2012. However, due to extensive carryover storage from the previous wet year,
the State Water Project’s principal reservoir, Lake Oroville, ended the fiscal year at 91 percent of capacity, or 110
percent of average. Locally, supply conditions were also less favorable this year compared to last, with reported
rainfall in San Diego County at just 80 percent of normal. Still, local storage ended the fiscal year at close to 100
percent of the ten-year historical average. The combination of low demand and wet weather in Fiscal Year 2011
helped to maintain storage reserves over Fiscal Year 2012, despite the drier weather.

Long-Range Planning
The Government Finance Officers Association (GFOA) recommends that all governmental entities use some form
of strategic planning to provide a long-term perspective for service delivery and budgeting. The Water Authority
has developed a comprehensive long-term plan which is monitored and reviewed frequently to adapt to our
ever changing environment. The Five-Year Business Plan provides the foundation on which the departmental and
programmatic budgets are based. This tight relationship between the Business Plan and the Budget ensures that
our capital and human resources are focused on Board priority work.

Board of Directors’ Five-Year Business Plan
The Water Authority’s Business Plan was originally developed in 2005 to manage priorities, implement Board
policies, and fulfill the organization’s mission. In September 2012, the Water Authority released the 2012-2017
Business Plan (Plan) to support the Board’s strategic direction to increase water supply reliability by diversifying the
region’s water supply sources. To ensure execution, the Plan includes the following three focus areas:
Focus Area 1: Water Supply Portfolio. Programs in this area are designed to reach the Boards’ adopted level of
supply diversity.


Bay Delta



Colorado River



Integrated Regional Water Management



Member Agency Local Supply



Metropolitan Water District



Seawater Desalination



Water Resources Planning



Water Use Efficiency

Focus Area 2: Water Facilities. Programs in this area implement the Boards’ cost effective asset management
strategy by building, operating, and maintaining water facilities critical to meeting regional demand.


Asset Management		



Capital Improvement Program



Facilities Security and Emergency Preparedness		





Operations and Maintenance

Infrastructure Planning and Facilities
Optimization
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Focus Area 3: Core Business. Programs within this area include the majority of the Water Authority’s business
operations which are essential to execution of the previous two focus areas.


Climate Change Compliance



Environmental Management



Financial Planning

 Government Relations Outreach



Grants Administration

 Information Technology



Public Outreach

 Workforce Management

The Plan identifies the Management Strategies necessary to achieve performance in each focus area. These
strategies are directly tied to specific goals with estimated target completion dates. Achievement of these goals
will be tracked by management and will be updated biennially to adjust to the current environment, establish
new goals, and to incorporate other required changes as Board policy dictates. The Plan can be found at this web
page: http://www.sdcwa.org/sites/default/files/business-plan/business-plan-2017.pdf

Financial Policies
The Water Authority has adopted a comprehensive set of financial policies. During the current year, three of
these policies were relevant. The Water Authority has a Debt Management Policy which sets forth comprehensive
guidelines for the issuance and management of the Water Authority’s debt. Compliance with the policy is essential
to ensure that the Water Authority maintains a sound debt position and that it protects the credit quality of its debt
obligations. The Water Authority’s policy establishes guidelines for refinancing debt to achieve savings levels based
on a call option pricing model. During Fiscal Year 2012, the Water Authority issued Subordinate Lien Water Revenue
Refunding Bonds, Series 2011S-1 and Water Revenue Refunding Bonds, Series 2011A and Series 2011B.
Annually, the Board adopts an investment policy that is in compliance with the California Government Code,
Sections 53600 et seq. The investment of idle funds is delegated by the Board to the Water Authority’s Treasurer
who assumes full responsibility for the transactions of the investment program, which includes the investment of
bond proceeds and debt service reserves. The objectives of the investment policy are safety, liquidity, yield, and
public trust. The Water Authority’s investments are in compliance with the adopted investment policy. See Note
2 in the Notes to the Financial Statements for detailed investment information and the Continuing Disclosure
Section for a more detailed overview of the policy.
The Board has an adopted policy that governs the Rate Stabilization Fund’s (RSF’s) balances. The policy established
a minimum target balance and maximum target balance. The RSF target balance is equal to the financial impact
of 2.5 years of wet weather and the maximum fund balance (cash reserve) is set equal to the financial impact of
3.5 years of wet weather. As a general rule, the Water Authority will transfer portions of its net water revenues
exceeding its debt service ratio requirement into the RSF. From time to time, as needed, the Water Authority will
transfer amounts from the RSF into water revenues to meet debt service ratio requirements, or to help provide
adequate working capital to the Operating Fund.
In addition to the basic financial statements, the Water Authority includes additional Supplemental Information that
compares the Final Budget to the Actual Amounts for the fiscal year ended June 30, 2012. The schedule includes a
reconciliation of adjustments from the budgetary basis to generally accepted accounting principles (GAAP) basis.
This report also contains a Statistical Section, which provides both financial and non-financial trend data about
the Water Authority and its operations, and a Continuing Disclosure Section, which provides both financial and
non-financial information in compliance with the Water Authority’s Continuing Disclosure requirements.
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Highlights of the Capital Improvement Program
The major Capital Improvement Program activities include the following:
Emergency Storage Project (ESP) – San Vicente Dam Raise and Carryover Storage. This project is the raising
of the San Vicente Dam by 117 feet by using roller compacted concrete. The total capacity of the expanded San
Vicente Reservoir will be approximately 242,000 AF. The San Vicente Dam reached its full raised height of 337 feet
on September 21, 2012. Roller compacted concrete concluded at the main dam, while work continued on the
saddle dam, downstream control facility, and outlet tower.
The next major steps will be installation of major equipment
such as the outlet tower gates and fish screens, and valves.
Completion of the mechanical, electrical, and instrumentation
work and startup and testing of the facility is scheduled for
early 2013. The overall completion of the project is scheduled
for spring 2013. At that time, the Water Authority, in
coordination with the City of San Diego, will begin filling the
reservoir to its expanded capacity to make emergency and
carryover storage available to the region as soon as possible.
In summer 2013, construction of the new marina facilities will
begin and is expected to be complete by summer 2014. The
existing marina area will be inundated by the new water level
and a new, expanded, more accessible marina will replace it.

San Vicente Dam Raise - May 2012

When complete, the expanded reservoir will have the capacity to hold 52,000 AF of water for potential emergency
use (an acre-foot is approximately 326,000 gallons of water - two households) and an additional 100,000 AF of
water during wet years, for use in subsequent dry years. More information about the San Vicente Dam Raise
project can be found at the project web page at, http://www.sdcwa.org/san-vicente-dam-raise
Relining and Pipe Replacement Program. This project is to rehabilitate the Water Authority pipelines with
replacement and relining of existing pre-stressed concrete cylinder pipe (PCCP) within the Water Authority’s Second
Aqueduct. There are 82 miles of PCCP within the Water Authority’s Second Aqueduct. The length of existing PCCP
pipelines rehabilitated to date totals approximately 30 miles.
As part of this project, in August 2012 the Water Authority
began relining more than three miles of large-diameter water
pipeline underneath parts of Mission Trails Regional Park and
several major streets in eastern San Diego and western La
Mesa. The Mission Trails to Lake Murray Relining Project will
reline pipeline beginning immediately south of State Route 52
in Mission Trails Regional Park east of Tierrasanta. The relining
will extend south to Lake Murray underneath Jackson Drive
in the community of San Carlos. The project also will reline
approximately a half-mile of another pipeline along Lake Shore
Drive, south of Jackson Drive in San Carlos and into La Mesa.
Pipeline relining project - January 2012

Construction crews will conduct most of the work
underground, inside the pipe. They will establish eleven portals along the project’s length to access the pipe. Large
wooden sound walls will be temporarily placed at portals as needed to comply with environmental regulations
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and ease noise impacts to residents. Five of the portals will be in Jackson Drive and one will be in Lake Shore
Drive. The project will not require the closure of these streets, but safety barriers around the portals will reduce
the number of available traffic lanes.
More information about the Relining and Pipe Replacement project can be found at the project web page at,
http://www.sdcwa.org/mission-trails-lake-murray-pipeline-relining
Lake Hodges Projects which include the ESP – Lake Hodges Pump Station Inlet/Outlet, the Olivenhain
Pumped Storage, and the ESP – Lake Hodges to Olivenhain Pipeline. The Water Authority’s Lake Hodges
Pumped Storage Project is now fully operational and delivering up to 40 megawatts of electricity to the region,
helping San Diego Gas & Electric (SDG&E) meet San Diego County’s energy needs in the hot weather of late
summer.
The project, which moves water between Lake Hodges and the Olivenhain Reservoir, provides 20,000 AF of
emergency water storage. Its twin 28,000-horsepower pump turbines also can generate enough power for
26,000 homes. The first turbine began adding power to the grid in September 2011; the second finished testing
and started operations in late August 2012.
The Lake Hodges Project is a key part of the Water Authority’s $1.5 billion ESP, a system of reservoirs, pipelines,
and pumping stations designed to ensure that up to a six-month supply of locally stored water will be available
for the San Diego region if a disaster or other event interrupts
imported water deliveries.
The project generates hydroelectric power on demand for
the region by sending water from Olivenhain Reservoir
through the pump turbines as it flows approximately 770
feet downhill into Lake Hodges. Power is generated during
daylight hours when electricity demand is highest, and water
is pumped back into Olivenhain Reservoir during off-peak
hours when energy costs less.
The Water Authority has a long-term power purchase
agreement with SDG&E that includes terms for buying
power produced by the project and a reduced rate on
energy required to operate the project.

Lake Hodges Pump Station - September 2012

The Lake Hodges project connects the City of San Diego’s Lake Hodges to the Water Authority’s Olivenhain
Reservoir and the regional water distribution system for the first time. Previously, Lake Hodges water was
available only to local customers of the Santa Fe Irrigation District and San Dieguito Water District.
The project enables the Water Authority to add imported water to Lake Hodges to provide a more consistent
water supply and lake level during dry years. It can also move captured runoff out of Lake Hodges during wet
years for storage elsewhere, reducing the potential for lost water from overflows of the reservoir’s dam. Lake
Hodges has the largest watershed of all lakes in the region.
More information on the Lake Hodges Project and the ESP available at http://www.sdcwa.org/lake-hodgesprojects
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Major Initiatives
Carlsbad Desalination Project
In September 2012, the Water Authority released the Water
Purchase Agreement with Poseidon Resources to purchase
up to 56,000 AF annually from the Carlsbad Desalination
Project. If approved, the project will provide desalinated
seawater for the region starting as early as 2016. In 2017,
the project is estimated to provide for approximately eight
percent of the total projected regional supply and about
one-third of all locally generated water in San Diego County.
Several improvements will need to be made to the Water
Authority’s existing facilities to allow introduction of
desalinated water from Carlsbad’s Desalination Plant into the Simulation of the Carlsbad Desalination Plant - July 2012
Water Authority’s distribution system. These improvements
include, 1) relining of approximately five-miles of Pipeline
3 between a new desalination pipeline connection in San Marcos and Twin Oaks Valley, 2) new pipeline and
appurtenant chemical feed and metering facilities at the Twin Oaks Valley Water Treatment Plant, and 3)
modifications to the Pipeline 4 San Marcos Vent. As part of the risk transfer to Poseidon, consultant costs are being
reimbursed by Poseidon Resources. The full proposed water purchase agreement and appendices are available at
http://www.sdcwa.org/issue-desal

Metropolitan Water District Litigation
The Water Authority remains in litigation with MWD alleging that MWD overcharges the Water Authority and San
Diego ratepayers. Independent legal and public finance experts were retained by the Water Authority to analyze
MWD’s costs and water rates. These experts determined that, among other things, MWD is improperly classifying
water supply costs, including the cost of water MWD buys from the State Water Project, as water transportation
costs. These experts also determined that MWD’s rate practices violate California’s Constitution, other state laws
and standard water utility practices. In accordance with its contract with MWD, the Water Authority has paid these
disputed charges under protest. MWD is required to deposit these funds in a separate interest- bearing account
until the litigation is resolved.
The Water Authority’s initial legal challenge to MWD’s 2011 and 2012 rates was filed in June 2010. A second
complaint was filed on June 8, 2012 to challenge MWD’s 2013 and 2014 rates. The second lawsuit was necessary
to preserve the Water Authority’s legal rights and as a result of MWD’s actions to delay timely resolution of the
first lawsuit. The second case has been transferred to San Francisco, where the first case is pending. Because they
raise similar issues, the court is in the process of determining how to best coordinate the two cases.
For detailed information on the Water Authority’s rate litigation, visit http://www.sdcwa.org/mwdrate-challenge

Quantification Settlement Agreement Litigation
The Water Authority, along with the Imperial Irrigation District (IID), MWD, Coachella Valley Water District, and
State of California (collectively “QSA parties”), are defending a number of challenges that have been filed in a
validation action brought relating to the Quantification Settlement Agreement and its various related agreements
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(collectively “QSA”), including agreements relating to the transfers of conserved water from IID to the Water
Authority. On February 11, 2010, after trial on certain issues, the trial court entered a judgment invalidating the
QSA. The QSA parties appealed and the court of appeal reversed the trial court. [Quantification Settlement
Agreement Cases (2011) 201 Cal. App. 4th 758.] The appellate court remanded the matter for trial on remaining
undecided issues. Trial on the undecided issues is scheduled for mid-November 2012 in Sacramento Superior
Court.

The Future
The current water supply challenges facing southern California water agencies clearly validate the Water Authority’s
strategy of reducing the region’s reliance on a single source of imported water through diversification of its
supply portfolio. The table below demonstrates the substantial progress the Water Authority has made toward
achieving its long-term supply diversification goals. This progress has involved significant, long-term financial
commitments in the form of water purchases and debt service payments. In planning for these commitments,
over the past several decades, the Water Authority has also diversified its revenue sources adding a significant
number of stable, non-volumetric charges. This diversified portfolio of revenues has been highlighted by credit
rating agencies as a contributor to the Water Authority’s strong ratings.
Continued supply diversification outlined in the last column of the table below will involve additional significant
financial commitments. These commitments are to be made against the backdrop of a weak, but strengthening
economy, stabilized water demands with future demands adjusted to reflect permanent water use changes
incorporated during the recent drought and recently approved State legislation. While the current portfolio
of rates and charges is a strong credit feature of the Water Authority, the Board is focused on continuous
improvement, and with a range of Water Authority stakeholders, is moving forward on a work effort aimed at
enhancing long-term fiscal sustainability.

Actual FY 1991

Actual FY 2012
Water 		
Sources		

Fiscal
Year 1991

Projected FY 2020
Fiscal		
Year 2012		

Fiscal
Year 2020

MWD Supply		

95%

44%

30%

IID Transfer		

n/a

14%

24%

Seawater Desalination

n/a

n/a

7%

Canal Lining Transfers

n/a

13%

10%

Local Surface Water

4%

11%

6%

Groundwater		

1%

3%

4%

Recycled Water

n/a

4%

6%

Conservation		

n/a

11%

13%
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Awards and Acknowledgements
The GFOA awarded a Certificate of Achievement for Excellence in Financial Reporting
to the Water Authority for its CAFR for the fiscal year ended June 30, 2011. This is the
twelfth consecutive year that the Water Authority has received this prestigious award.
In order to be awarded a Certificate of Achievement, the Water Authority had to
publish an easily readable and efficiently organized CAFR that satisfies both Generally
Accepted Accounting Principles (GAAP) and applicable legal requirements.
A Certificate of Achievement is valid for a period of one year only. We believe the
current CAFR continues to meet the Certificate of Achievement Program requirements
and are submitting it to GFOA to determine its eligibility for another certificate.
The GFOA also awarded a Distinguished Budget
Presentation Award to the Water Authority’s MultiYear Budget for the Fiscal Years 2012 and 2013. This
award recognizes the Water Authority’s conformance
with the highest standards of governmental budgeting as well as compliance with nationally
recognized guidelines for effective budget presentation. The Water Authority has received
awards for Distinguished Budget Presentation since 1995.
The Water Authority also received the Investment
Policy Certification of Excellence Award from the
Association of Public Treasurers of the United
States and Canada. The Finance Department was
successful in developing a comprehensive written investment policy that met the
criteria set forth by the Association’s Investment Policy Certification Committee.
We would like to thank the Board for its continued leadership in excellence in
financial management. Additionally, this report could not have been accomplished
without the hard work and dedication of the entire Finance Department. Special
appreciation and recognition are extended to Rod Greek, Controller; Yollie A.
Cerezo and Jeanette M. Ziomek, Accounting Supervisors; Holly Judy and Jocelyn
Matsuo, Senior Accountants; Priscilla Tam, Accounting Technician; Melody A.
Parker, Financial Analyst and Angela Tomayko, Administrative Assistant.
Respectfully submitted,

Maureen A. Stapleton
General Manager

Tracy M. McCraner
Director of Finance
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San Diego County Water Authority Board of Directors
Michael Hogan................................................................ Chair.......................................... Santa Fe Irrigation District
Thomas Wornham.................................................... Vice Chair.......................................................City of San Diego
Richard Smith.............................................................. Secretary....................................................Helix Water District
Gary Arant...................................................................................................... Valley Center Municipal Water District
Roger Bailey............................................................................................................................................City of San Diego
David Barnum.........................................................................................................Ramona Municipal Water District
Jim Bond...............................................................................................................................San Dieguito Water District
Brian Boyle.............................................................................................................................................. City of Oceanside
Brian Brady....................................................................................................................Fallbrook Public Utility District
Gary Croucher.................................................................................................................................... Otay Water District
Marilyn Dailey........................................................................................................................................ City of Escondido
Mitchell Dion.......................................................................................Rincon del Diablo Municipal Water District
Farrah Douglas .................................................................................................... Carlsbad Municipal Water District
Lynne Heidel...........................................................................................................................................City of San Diego
Frank Hilliker................................................................................................................................Lakeside Water District
Jeremy Jungreis...............................................................................................Camp Pendleton Marine Corps Base
W.D. “Bill” Knutson.....................................................................................................Yuima Municipal Water District
Dennis Lamb..............................................................................................................................Vallecitos Water District
Keith Lewinger....................................................................................................... Carlsbad Municipal Water District
John Linden.........................................................................................................................................Helix Water District
Marty Miller.................................................................................................................................. Vista Irrigation District
Ron Morrison....................................................................................................................................City of National City
Vincent Mudd .......................................................................................................................................City of San Diego
W.D. “Bud” Pocklington..................................................................................................South Bay Irrigation District
Hershell Price.............................................................................................................................................. City of Del Mar
Dennis Sanford..................................................................................................... Rainbow Municipal Water District
Javier Saunders......................................................................................................................................City of San Diego
Elsa Saxod................................................................................................................................................City of San Diego
Fern Steiner.............................................................................................................................................City of San Diego
Yen Tu........................................................................................................................................................City of San Diego
Robert Topolovac............................................................................................. Olivenhain Municipal Water District
Mark Watton....................................................................................................................................... Otay Water District
Mark Weston................................................................................................................................................. City of Poway
Barbara Wight........................................................................................................................................City of San Diego
Kenneth Williams..................................................................................................................................City of San Diego
Doug Wilson......................................................................................................Padre Dam Municipal Water District
Pamela Slater-Price...............................................Representative...........................................County of San Diego
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San Diego County Water Authority Organizational Structure

Engineering
Department
Bill Rose

Deputy
General
Manager
Frank
Belock, Jr.

General
Manager
Maureen A.
Stapleton

BOARD
of
DIRECTORS

Finance
Department
Tracy McCraner*

Deputy
General
Manager
Sandra L. Kerl

Human
Resources
Department
Susan Leone

General
Counsel
Daniel S.
Hentschke

Water
Resources
Department
Ken Weinberg

Assistant
General
Manager
Dennis A.
Cushman
Colorado
River
Program
Halla Razak

MWD
Program
Amy Chen

* Effective July 2012
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San Diego
225 Broadway, Suite 1750
San Diego, CA 92101
619.573.1112
Sacramento
Walnut Creek
Oakland
LA/Century City
Newport Beach
Seattle

To the Board of Directors of the
San Diego County Water Authority
Independent Auditor’s Report
We have audited the accompanying basic financial statements of the San Diego County Water Authority
(Water Authority) as of and for the year ended June 30, 2012, as listed in the table of contents. These
financial statements are the responsibility of the Water Authority’s management. Our responsibility is to
express an opinion on these financial statements based on our audit. The financial statements of the
Water Authority as of and for the year ended June 30, 2011, were audited by other auditors whose report
dated October 27, 2011, expressed an unqualified opinion on those statements. The other auditors report
on the 2011 financial statements occurred prior to the restatement of the 2011 financial statements. We
also audited the adjustments as described in Note 17 that were applied to restate the 2011 financial
statements. In our opinion, such adjustments are appropriate and have been properly applied.
We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes consideration of internal control over financial reporting as a basis for
designing audit procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Water Authority’s internal control over financial reporting.
Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements, assessing the accounting principles
used and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provide a reasonable basis for our opinion.
In our opinion, the 2012 financial statements referred to above, present fairly, in all material respects, the
financial position of the San Diego County Water Authority as of June 30, 2012, and the changes in its
financial position and its cash flows for the year then ended in conformity with accounting principles
generally accepted in the United States of America.
In accordance with Government Auditing Standards, we have also issued our report dated November 1,
2012 on our consideration of the Water Authority’s internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and
other matters for the year ended June 30, 2012. The purpose of that report is to describe the scope of our
testing of internal control over financial reporting and compliance and the results of that testing, and not
to provide an opinion on the internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards and should be
considered in assessing the results of our audit.
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Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis and the schedules of funding progress, as listed in the table of contents, be
presented to supplement the basic financial statements. Such information, although not a part of the basic
financial statements, is required by the Governmental Accounting Standards Board, who considers it to be
an essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United States
of America, which consisted of inquiries of management about the methods of preparing the information
and comparing the information for consistency with management’s responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited procedures
do not provide us with sufficient evidence to express an opinion or provide any assurance.
Our audit was conducted for the purpose of forming an opinion on the basic financial statements as a
whole. The introductory section, supplemental information, statistical section and continuing disclosures,
as listed in the table of contents, are presented for purposes of additional analysis and are not a required
part of the basic financial statements. Such information has not been subjected to the auditing procedures
applied in the audit of the basic financial statements and, accordingly, we do not express an opinion or
provide any assurance on it.

San Diego, California
November 1, 2012

14

Page 544 of 656

		

Management’s

discussion

&

analysis

Management’s Discussion & Analysis
The following Management’s Discussion and Analysis (MD&A) provides a narrative overview and analysis of the
financial performance of the San Diego County Water Authority (Water Authority) during the fiscal year ended
June 30, 2012. Please read it in conjunction with the Letter of Transmittal located in the Introductory Section, and
the Water Authority’s Basic Financial Statements and accompanying Notes, which follow this section. All amounts,
unless otherwise indicated, are expressed in millions of dollars.

Overview of the Financial Statements
The basic financial statements report information about the Water Authority’s financial position and results of
operations using the accrual basis of accounting, similar to methods used by private sector companies. They are
designed to provide readers with a broad overview of the finances and also present changes in cash balances,
and information about both short-term and long-term activities. There are three required components to these
statements: the MD&A, the Financial Statements, and the Notes to the Financial Statements.
The Statements of Net Assets present information on all of the Water Authority’s assets and liabilities
with the difference between the two reported as net assets. Over time, increases or decreases in net
assets may serve as a useful indicator of whether the financial position of the Water Authority is
improving or deteriorating.
The Statements of Revenues, Expenses, and Changes in Net Assets present information showing how the Water
Authority’s net assets changed during the fiscal year. All changes in net assets are reported on the accrual basis of
accounting, meaning all revenues are recognized when earned and expenses are recognized when incurred.
The Statements of Cash Flows report cash receipts, cash payments, and net changes in cash resulting from
operating activities, non-capital financing activities, capital and related financing activities, and investing activities
for the fiscal year.
The Notes to the Financial Statements (Notes) provide additional information that is essential for a full
understanding of the data provided in the Financial Statements. The Notes are located immediately following the
Financial Statements.

Other Information
The Financial Statements include the accounts of the San Diego County Water Authority Financing Corporation, a
separate legal entity established in December 1997, and the San Diego County Water Authority Financing Agency,
a Joint Powers Authority (JPA), established in December 2009. The accounts of these entities are blended into the
Water Authority’s Financial Statements in accordance with Governmental Accounting Standards Board (GASB)
Statement No. 14. See Note 1(a) for further information regarding these entities.
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Financial Analysis of the Water Authority
San Diego County Water Authority Condensed Statement of Net Assets, in Millions ($)
June 30,
2012

2011

2010

Assets:
Capital assets

$ 3,091.7

2,981.9

$ 2,835.1

846.8

936.1

1,073.8

3,938.5

3,918.0

3,908.9

2,132.0

2,074.7

2,102.1

462.8

548.9

551.2

2,594.8

2,623.6

2,653.3

Invested in capital assets,
net of related debt

990.9

976.6

954.0

Restricted

133.8

121.7

116.1

Unrestricted

219.0

196.1

185.5

$ 1,343.7

$ 1,294.4

$ 1,255.6

Other assets
Total assets

$

Liabilities:
Long-term liabilities
Other liabilities
Total liabilities
Net assets:

Total net assets

Fiscal Year 2012 compared to Fiscal Year 2011
As noted earlier, net assets may serve over time as a useful indicator of an entity’s financial position. In the case
of the Water Authority, assets exceeded liabilities by $1,343.7 million and $1,294.4 million as of June 30, 2012 and
2011, respectively. Of these amounts, $219.0 million and $196.1 million (unrestricted net assets) for Fiscal Years
2012 and 2011, respectively, is available for current approved service and construction projects as well as new
programs for our regions’ citizenry. For Fiscal Year 2012, total net assets increased by $49.3 million or 3.8 percent.
The largest portion of the Water Authority’s net assets, 73.7 percent, reflects its investment in capital assets less any
related debt used to acquire those assets that are still outstanding.

Fiscal Year 2011 compared to Fiscal Year 2010
Assets exceeded liabilities by $1,294.4 million and $1,255.6 million as of June 30, 2011 and 2010, respectively.
Of these amounts, $196.1 million and $185.5 million (unrestricted net assets) for Fiscal Years 2011 and 2010,
respectively, is available for current approved service and construction projects as well as new programs for our
regions’ citizenry. For Fiscal Year 2011, total net assets increased by $38.8 million or 3.1 percent. The largest portion
of the Water Authority’s net assets, 75.4 percent, reflects its investment in capital assets less any related debt used
to acquire those assets that are still outstanding.
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Capital Assets
San Diego County Water Authority Capital Assets
(Net of Accumulated Depreciation and Amortization), in Millions ($)
June 30,
2012
Capital Assets - Non-depreciable

$

Capital Assets - Depreciable

666.7

2011
$

2,425.0

Total

$

3,091.7

546.9

2010
$

1,220.4

2,435.0
$

2,981.9

1,614.7
$

2,835.1

In Fiscal Year 2012, the Water Authority changed the manner in which capital assets are categorized. For financial
presentation purposes, the amounts reported for Fiscal Years 2011 and 2010 have been restated in these
categories and the Fiscal Years 2011 and 2010 totals have not changed.
Capital assets are classified in two distinct categories: non-depreciable and depreciable capital assets. Nondepreciable capital assets include land, easements, mitigation banks, and construction in progress. Depreciable
capital assets include pipelines, facilities, equipment, computer systems software, and participation and capacity
rights (net of accumulated depreciation and amortization). In accordance with the Water Authority’s capitalization
policy, capital assets are capitalized when a project is substantially completed and has been issued a notice of
operational acceptance.

Fiscal Year 2012 Compared to Fiscal Year 2011
During Fiscal Year 2012 and 2011, capital asset additions were approximately $161.6 million and $184.1 million,
respectively. Included in capital assets are $26.2 million and $41.2 million of capitalized interest for Fiscal Years
2012 and 2011, respectively. Approximately $155.7 and $132.3 million are additions to construction in progress
for the years ended June 30, 2012 and 2011, respectively. The following projects account for the majority of
the costs that were capitalized in Fiscal Year 2012: San Vicente Dam Raise totalling $89.0 million, Miramar Hill
to Scripps Ranch Reline totalling $22.6 million, Olivenhain Municipal Water District Settlement totalling $13.5
million, Acoustic Fiber Optic Program totalling $10.9 million, Pipeline 4 totalling $1.3 million, and the Twin Oaks
Valley Treatment Plant totalling $1.2 million. The Water Authority had a decrease in the material commitments
of approximately $72.2 million from Fiscal Year 2011 to 2012 due to the continued winding down of capital
improvement projects. The San Vicente Dam Raise and the Miramar Hill to Scripps Ranch Reline projects totalled
$53.6 million in Fiscal Year 2012 compared to $127.8 million in Fiscal Year 2011. During Fiscal Year 2012, the Lake
Hodges Emergency Storage Project’s construction commitment totalled $2.0 million and there were no material
commitments in this project in Fiscal Year 2011.
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Fiscal Year 2011 Compared to Fiscal Year 2010
During Fiscal Year 2011 and 2010 capital asset additions were approximately $184.1 million and $261.8 million,
respectively. Included in capital assets are $41.2 million and $51.6 million of capitalized interest for Fiscal Year
2011 and Fiscal Year 2010 respectively. Approximately $132.3 and $261.5 million are additions to construction
in progress for the years ended June 30, 2011 and 2010, respectively. The following projects and participation or
capacity rights were capitalized in Fiscal Year 2011: the San Vicente Dam Raise to the Second Aqueduct totalling
$329.2 million, San Vicente Pump Station totalling $66.9 million, San Vicente Surge Control Facility totalling
$51.0 million, the All-American Canal lining project totalling $124.6 million, Moreno-Lakeside Pipeline totalling
$33.1 million, and the Levy Treatment Plant capacity totalling $4.8 million. The Water Authority had a decrease
in the material commitments of approximately $22.8 million from Fiscal Year 2010 to 2011 due to the continued
winding down of capital improvement projects. The various components of the San Vicente Dam Raise project’s
material commitments decreased by $33.8 million, from $142.6 million in Fiscal Year 2010 to $108.9 million in Fiscal
Year 2011. During Fiscal Year 2011, the Miramar Hill to Scripps Ranch Reline project had material construction
commitments of $19.0 million which did not exist in Fiscal Year 2010. See Notes 6 and 16 for further information.

Debt Administration
Short-Term Debt
The Water Authority has short-term debt which is comprised of a Tax-Exempt Commercial Paper (TECP) program,
to provide financing for the capital improvement program.

San Diego County Water Authority Outstanding Short-Term Debt, in Millions ($)
June 30,
2012
Tax-Exempt Commercial Paper Program

$

360.0

2011
$

460.0

2010
$

460.0

Fiscal Year 2012 Compared to Fiscal Year 2011
During Fiscal Year 2012, the Water Authority terminated Commercial Paper Notes, Series 2 which decreased the
short-term liabilities by $100.0 million from $460.0 million in Fiscal Year 2011 to $360.0 million in Fiscal Year 2012.

Fiscal Year 2011 Compared to Fiscal Year 2010
During Fiscal Year 2011, Commercial Paper Notes, Series 4, Series 5 and Series 6 were issued for $100.0 million,
$100.0 million and $50.0 million, respectively. In addition, a portion of Commercial Paper Notes, Series 2 was
terminated; reducing the balance from $175.0 million to $100.0 million and Commercial Paper Notes, Series 3
was terminated in its entirety. However, in comparison to Fiscal Year 2010, total short-term liabilities remained
unchanged for Fiscal Years 2011 and 2010 at $460.0 million.
More detailed information about the Water Authority’s short-term debt is presented in Note 9 of the Notes.
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Long-Term Debt
Long-term debt consists of bonds used to fund the Water Authority’s capital improvement programs, contributions
payable, compensated absences, other post-employment benefits liability, arbitrage rebate, unamortized bond
discounts/premiums, and deferred loss on refunding. The Water Authority continues to hold long-term senior
lien credit ratings of AA+, AA+, and Aa2 from Standard and Poor’s, Fitch, and Moody’s, respectively. Consequently,
since subordinate lien credit ratings are at least one level below the senior lien credit rating, the Water Authority
also continues to maintain the subordinate ratings at AA, AA, and Aa3, respectively. These ratings are considered
high quality by all standards.

San Diego County Water Authority Outstanding Long-Term Debt, in Millions ($)
June 30,
2012
Revenue Bonds

$

Certificates of Participation

945.7

2011
$

1,069.8

Total

$

2,015.5

624.6

2010
$

624.6

1,345.0
$

1,969.6

1,369.2
$

1,993.8

Fiscal Year 2012 Compared to Fiscal Year 2011
As of June 30, 2012 the Water Authority has just over $2.0 billion in long-term debt outstanding which is a slight
increase compared to Fiscal Year 2011. During Fiscal Year 2012, the Water Authority terminated the Commercial
Paper Notes, Series 2, agreement totalling $100.0 million and issued Subordinate Lien Water Revenue Refunding
Bonds, Series 2011S-1 totalling $86.6 million and Water Revenue Refunding Bonds, Series 2011A and Series
2011B totalling $139.9 million and $94.5 million, respectively. As a result, the liability of the 2002A Certificates of
Participation (COPs) and 2004A COPs decreased by approximately $212.0 million and $36.3 million, respectively.
In addition, in accordance with the debt service schedules, the Water Authority paid down principal of the 2005A
COPs, 2002A COPs, and the 1997A COPs totalling $11.7 million, $6.9 million, and $6.1 million, respectively.

Fiscal Year 2011 Compared to Fiscal Year 2010
As of June 30, 2011, the Water Authority has just under $2.0 billion in long-term debt outstanding which is
a slight decrease compared to Fiscal Year 2010. During Fiscal Year 2011, in accordance with the debt service
schedules, the Water Authority paid down principal of the 1997A COPs and 2002A COPs totalling $17.5 million
and $6.6 million, respectively.
More detailed information about the Water Authority’s long-term debt is presented in Note 10 of the Notes.
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San Diego County Water Authority Statement of Revenues, Expenses and Changes in Net Assets,
in Millions ($)
June 30,
2012

2011

2010

Operating revenues:
Water sales

$

Other revenues
Total operating revenues

443.3

$

382.9

$

387.9

1.5

0.6

5.0

444.8

383.5

392.9

Nonoperating revenues:
Property taxes and in-lieu charges
Infrastructure access charges
Investment income
Other income
Intergovernmental
Gain on sale/retirement of capital assets
Total nonoperating revenues
Total revenues

9.9

9.7

10.0

27.7

24.5

21.2

5.2

7.0

5.2

4.3

6.7

1.3

11.9

12.1

5.8

0.1

0.4

0.1

59.1

60.4

43.6

503.9

443.9

436.5

312.4

275.1

291.4

16.8

16.6

15.5

7.2

9.7

8.6

13.5

13.2

15.3

Operating expenses:
Cost of sales
Operations and maintenance
Planning
General and administrative
Depreciation and amortization

51.7

37.4

30.7

Total operating expenses

401.6

352.0

361.5

Interest expense

74.0

67.9

39.0

Other expenses

5.9

7.7

13.3

79.9

75.6

52.3

481.5

427.6

413.8

22.4

16.3

22.7

Capacity charges

11.1

10.3

10.3

Water standby availability charges

11.3

11.3

11.2

Nonoperating expenses:

Total nonoperating expenses
Total expenses
Income before capital contributions
Capital contributions:

Contributions in aid of capital assets
Total capital contributions
Changes in net assets
Net assets at beginning of year
Net assets at end of year
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4.5

0.9

4.1

26.9

22.5

25.6

49.3

38.8

48.3

1,294.4

1,255.6

1,207.3

1,294.4

$ 1,255.6

1,343.7

$

Fiscal Years Ended June 30, 2012

and

2011

Management’s

		

discussion

&

analysis,

(continued)

Revenues by Source
Total Revenues and Capital Contributions, in Millions ($)
600
500
400
300
200
100
0

Total revenues (operating and nonoperating) and capital
contributions for the Fiscal Years 2012, 2011 and 2010 are
$530.8 million, $466.4 million and $462.1 million, respectively.
Operating revenues consists of water sales and other
miscellaneous revenues such as hydroelectric power. Water
sales accounts for the majority of operating revenues and
FY2012
FY2011
FY2010
accounts for approximately 84 percent of Fiscal Year 2012
Total operating revenues
Water Authority total revenues and capital contributions.
Total nonoperating revenues
Nonoperating revenues include property taxes and in-lieu
Total capital contributions
charges, infrastructure access charges (IAC), investment
income, intergovernmental revenue, gain on sale/retirement
of capital assets, and other income. It accounts for approximately 11 percent of the Fiscal Year 2012 Water
Authority total revenues and capital contributions. Capital contributions include capacity charges, water standby
availability charges, and contributions in aid of capital assets.

Operating Revenues, in Millions ($)
460

Fiscal Year 2012 compared to Fiscal Year 2011

440
420
400
380
360
340

Water sales is the principal source of revenue and totals $443.3
million and $382.9 million for Fiscal Years 2012 and 2011,
which is an increase of $60.4 million. The increase in water
sales revenue is primarily due to two factors. One factor is
the increase in water deliveries and the other is an increase in
FY2012
FY2011
FY2010
water rates. In Fiscal Year 2012, total water deliveries increased
Water sales
Other revenues
to 442,643 acre-feet (AF) from 419,511 AF in Fiscal Year 2011.
This 5.5 percent increase in water deliveries was anticipated
and is attributed primarily to a bounce back of consumptive use following the termination of mandatory
water use restrictions in the service area. The Water Authority does not anticipate a full return to per capita
consumptive use levels that were seen prior to the mandatory water use restrictions. Other revenues increased
$0.9 million compared to Fiscal Year 2011 due to increases in Hydroelectric Revenue for Rancho Penasquitos and
Lake Hodges Hydroelectric Facilities.

Fiscal Year 2011 compared to Fiscal Year 2010
Water sales totalled $382.9 million and $387.9 million for Fiscal Years 2011 and 2010, which is a decrease of $5.0
million. In Fiscal Year 2011, total water deliveries decreased to 419,511 AF from 490,829 AF in Fiscal Year 2010.
The decrease is due to mandatory use restrictions within the service area, cooler weather, and difficult economic
conditions. Other revenues decreased $4.4 million compared to Fiscal Year 2010 due to a retention release for
the Coachella Canal project.
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Nonoperating Revenues, in Millions ($)
70

Fiscal Year 2012 compared to Fiscal Year 2011

60
50

Nonoperating revenues are lower by $1.3 million in Fiscal
Year 2012 compared to Fiscal Year 2011. Although there are
increases in property taxes and in-lieu charges as well as the
IAC, there are significant decreases in the other components of
nonoperating revenues. As a result of the continued depressed
economy, investment earnings continue to drop. The Water
Authority did not receive program funding for the San Diego
Gas and Electric (SDG&E) High Efficiency Water rebates
program in Fiscal Year 2012 but received $0.5 million in rebates
in Fiscal Year 2011. In addition, the Integrated Resources Water
Management grant revenue was approximately $2.5 million in
Fiscal Year 2012 compared to $4.2 million in Fiscal Year 2011,
which includes pass-through grants.

40
30
20
10
0
FY2012

FY2011

FY2010

Property taxes and in-lieu charges
Infrastructure access charges
Investment income
Other, net

Fiscal Year 2011 compared to Fiscal Year 2010
Nonoperating revenues increased by $16.8 million in Fiscal Year 2011 compared to Fiscal Year 2010. The increase
is attributable to the increase in IAC revenue due to approved water rate charges for Calendar Year 2009 through
2012. In addition, the Water Authority recognized the full year’s interest payment subsidy from the United States
Treasury for the Taxable Build America Bonds in Fiscal Year 2011 versus a half-year interest payment subsidy in
Fiscal Year 2010.

Capital Contributions, in Millions ($)
30

Fiscal Year 2012 compared to Fiscal Year 2011

20
10
0
FY2012

FY2011

FY2010

Capacity charges
Water standby availability charges
Contributions in aid of capital assets

Capital contributions increased by $4.4 million compared to Fiscal Year
2011. During Fiscal Year 2012, capital contributions include donated
land from the Olivenhain Water District totalling approximately $3.5
million.

Fiscal Year 2011 compared to Fiscal Year 2010

Fiscal Year 2011 did not have significant capital contributions.
However, during Fiscal Year 2010, the Water Authority completed the Padre Dam 7 Flow Control Facility which
accounts for the $3.2 million decrease in contribution in aid of capital assets.
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Expenses by Function
Total Expenses, in Millions ($)
600

Total expenses for the Fiscal Years 2012, 2011, and
2010 are $481.5 million, $427.6 million and $413.8
million, respectively. Operating expenses include the
cost of water sales, operating department/program
expenses, and depreciation and amortization
expenses. Operating expenses are $401.6 million,
$352.0 million, and $361.5 million for Fiscal Years
2012, 2011, and 2010, respectively. Nonoperating
expenses consist of interest and other expenses and
are $79.9 million, $75.6 million, and $52.3 million
for Fiscal Years 2012, 2011, and 2010, respectively.
Interest expense, net of capitalized interest, is $74.0
million, $67.9 million, and $39.0 million for Fiscal
Years 2012, 2011, and 2010, respectively.

500
400
300
200
100
0
FY2012

FY2011
Operating expenses
Nonoperating expenses

FY2010

Operating Expenses, in Millions ($)
500

Fiscal Year 2012 compared to Fiscal Year 2011

400
300
200
100
0
FY2012

FY2011

FY2010

Cost of water sales
Operations & maintenance
Planning
General & administrative
Depreciation & amortization

Total operating expenses have increased by $49.6 million
compared to Fiscal Year 2011. As a result of the increase in
capitalized construction costs recognized in Fiscal Year 2011,
the Water Authority has experienced significant increases in
depreciation and amortization expenses of approximately $14.3
million. The cost of sales for water purchases also increased
significantly in Fiscal Year 2012 by approximately $37.3 million.
Total operating department expenses were $37.5 million, which
is a decrease of $2.0 million compared to Fiscal Year 2011. The
decrease in operating department expenses is primarily due
to continued programmatic budget reductions and staffing
reductions.

Fiscal Year 2011 compared to Fiscal Year 2010
Fiscal Year 2011 total operating expenses decreased $9.5 million compared to Fiscal Year 2010 primarily due to
the following: the cost of water decreased by $16.3 million, depreciation and amortization expenses increased
by $6.7 million, and department expenses increased slightly by $0.1 million. The decrease in the cost of water
is due to mandatory use restrictions and cooler weather. As a result of the increase in capitalized construction
costs as previously discussed in the Capital Assets section on page 17, depreciation and amortization expenses
have also increased.
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Nonoperating Expenses, in Millions ($)
Fiscal Year 2012 compared to Fiscal Year 2011
100
80
60
40
20
0
FY2012

FY2011
Interest expense

FY2010
Other expenses

Total nonoperating expenses totalled $79.9 million and $75.6
million in Fiscal Years 2012 and 2011, respectively and consist
primarily of interest expense. In Fiscal Year 2012, interest expense
is $74.0 million, net of $26.2 million of capitalized interest, an
increase of $6.1 million when compared to Fiscal Year 2011. In
contrast, other expenses were lower by $1.8 million compared to
Fiscal Year 2011.

Fiscal Year 2011 compared to Fiscal Year 2010

Total nonoperating expenses totalled $75.6 million and $52.3 million in Fiscal Year 2011 and Fiscal Year 2010,
respectively and consist primarily of interest expense. In Fiscal Year 2011, interest expense was $67.9 million, net of
$41.2 million of capitalized interest, an increase of $28.9 million when compared to Fiscal Year 2010. In contrast,
other expenses were lower by $5.6 million compared to Fiscal Year 2010.

Currently Known Facts, Conditions, or Decisions
Defined Benefit Pension Plans
Effective by July 1, 2012, Technical/Support, Professional/Administrative, Managerial/Supervisory, and Confidential
employees will increase the amount they pay toward the California Public Employees Retirement System (CalPERS)
by 1.25 percent for a total contribution of 5.75 percent. Executive and Senior Management employees will increase
the amount they pay toward CalPERS by 1.75 percent for a total contribution of 6.25 percent.

Labor Negotiations
Due to the challenging economy, negotiations with Water Authority employees were focused on reducing costs or
restricting various components of compensation packages. A three-year Memoranda of Understanding (MOU) met
the following objectives:
1. In the second year, the full eight percent of the required CalPERS cost will be paid by Executives and Senior Managers.
2. In the third year, the full eight percent of the required CalPERS cost will be paid by Teamsters and Confidential employees.
3. An increase in Kaiser co-pays to the level of the Aetna HMO plan will reduce future Water Authority health costs.

Contacting the Water Authority’s Financial Management Division
This financial report is designed to provide the Board of Directors, the Water Authority’s member agencies, taxpayers,
creditors, and investors with a general overview of the Water Authority’s accountability for the financial resources
it manages. If you have questions about this report or need additional financial information, contact the Finance
Department at the San Diego County Water Authority, 4677 Overland Avenue, San Diego, California 92123 or via
email at www.sdcwa.org.

24

Page 554 of 656

CAFR

Fiscal Years Ended June 30, 2012

and

2011

		

Financial

statements

San Diego County Water Authority
Statements of Net Assets
June 30, 2012 and 2011
			

2012

Assets:
Current assets:
Cash and investments (Note 2)
Restricted cash and investments (Note 2)
Water receivables
Interest receivable
Taxes receivable
Other receivables
Inventories (Note 3)
Prepaid expenses (Note 4)
		
Total current assets
Noncurrent assets:
Cash and investments (Note 2)
Restricted cash and investments (Note 2)
Deferred charges
Advances to other agencies
Retention receivable
Long-term loan receivables (Note 5)
Unamortized bond issuance costs (Note 10n)
Capital assets (Note 6):
		
Non-depreciable
		
Depreciable
		
Total noncurrent assets
		
Total assets
Liabilities:
Current liabilities:
Accounts payable and other liabilities
Interest payable
Construction deposits
Short-term liabilities (Note 9)
Current portion of long-term liabilities (Note 10)
		
Total current liabilities
Noncurrent liabilities:
Long-term liabilities (Note 10)
		
Total liabilities
Net assets:
Invested in capital assets, net of related debt
Restricted for construction projects (expendable)
Restricted for debt service (expendable)
Unrestricted
		

Total net assets

$

92,738,002
378,779,007
92,669,911
2,001,570
1,652,574
3,680,354
19,104,989
4,637,389
595,263,796

2011

$

98,323,388
432,115,952
65,275,869
2,843,116
1,571,611
4,049,449
20,695,962
4,638,014
629,513,361

92,308,322
123,218,484
469,372
845,665
20,688,268
14,019,007

75,230,446
192,445,361
282,190
85,879
958,905
20,688,268
16,931,743

666,671,993
2,425,075,015
3,343,296,126
3,938,559,922

546,837,987
2,435,022,195
3,288,482,974
3,917,996,335

81,979,092
20,511,068
314,498
360,000,000
35,717,263
498,521,921

70,026,215
18,709,310
192,366
460,000,000
34,018,207
582,946,098

2,096,310,693
2,594,832,614

2,040,638,522
2,623,584,620

990,856,054
133,157,019
675,910
219,038,325

976,570,300
121,172,255
586,217
196,082,943

$ 1,343,727,308

$ 1,294,411,715

See accompanying notes to the financial statements.
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San Diego County Water Authority
Statements of Revenues, Expenses, and Changes in Net Assets
For the Fiscal Years Ended June 30, 2012 and 2011
			

2012

Operating revenues:
Water sales
Other revenues
Total operating revenues
Operating expenses:
Cost of sales
Operations and maintenance
Planning
General and administrative
Depreciation and amortization
Total operating expenses
Operating income
Nonoperating revenues (expenses):
Property taxes and in-lieu charges
Infrastructure access charges
Investment income
Other income
Intergovernmental
Gain on sale/retirement of capital assets
Interest expense
Other expenses
Total nonoperating revenues (expenses)
Income before capital contributions
Capital contributions:
Capacity charges
Water standby availability charges
Contributions in aid of capital assets
Total capital contributions
Changes in net assets
Net assets at beginning of year
Net assets at end of year

$

443,347,502
1,519,525
444,867,027

2011
$

382,922,036
634,572
383,556,608

312,446,563
16,800,991
7,163,795
13,545,177
51,705,749
401,662,275
43,204,752

275,099,372
16,576,465
9,754,403
13,238,715
37,364,821
352,033,776
31,522,832

9,882,362
27,700,326
5,211,394
4,321,805
11,848,321
107,815
(73,961,516)
(5,873,117)
(20,762,610)
22,442,142

9,654,508
24,507,570
6,960,755
6,692,333
12,123,072
435,065
(67,886,725)
(7,688,795)
(15,202,217)
16,320,615

11,098,619
11,240,988
4,533,844
26,873,451
49,315,593
1,294,411,715

10,321,076
11,255,132
913,097
22,489,305
38,809,920
1,255,601,795

$ 1,343,727,308

$ 1,294,411,715

							
See accompanying notes to the financial statements.
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Financial

statements,

(continued)

San Diego County Water Authority
Statements of Cash Flows
For the Fiscal Years Ended June 30, 2012 and 2011
			

2012

Cash flows from operating activities:
Receipts from customers
Payments to suppliers for purchases of water
Payments to suppliers for goods and services
Payments to employees for services
		
Net cash provided by operating activities

$

2011

449,864,211
(302,277,636)
(2,829,907)
(40,514,850)
104,241,818

$

429,987,500
(273,066,747)
(6,213,156)
(41,766,289)
108,941,308

Cash flows from noncapital financing activities:
Property taxes and in-lieu charges received
9,801,399
9,906,977
Intergovernmental
11,848,321
12,123,072
		
Net cash provided by noncapital					
		
financing activities
21,649,720
22,030,049
Cash flows from capital and related financing activities:
Acquisition and construction of capital assets
(128,676,862)
(142,184,249)
Contributions and capital related revenues					
received from other governments
23,399,911
22,489,305
Proceeds from disposition of capital assets
107,815
435,065
Cash paid for deferred charges
(122,950)
Proceeds from short-term debt issuance
250,000,000
Cost of debt issuance
(4,563)
(326,092)
Principal paid on short-term debt
(250,000,000)
Principal paid on long-term debt
(29,776,732)
(27,000,955)
Interest paid on debt
(108,065,379)
(109,505,524)
		
Net cash used for capital					
		
and related financing activities
(243,015,810)
(256,215,400)
Cash flows from investing activities:
Purchase of investments
Proceeds from sale of investments
Interest received on investments
		
Net cash provided by investing activities
Net decrease in cash and cash equivalents
Cash and cash equivalents at beginning of year, as restated
Cash and cash equivalents at end of year

(273,947,017)
373,758,937
6,052,940
105,864,860
(11,259,412)
219,117,791

(394,009,365)
398,910,373
7,058,021
11,959,029
(113,285,014)
332,402,805

$ 207,858,379

$ 219,117,791

See accompanying notes to the financial statements.
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San Diego County Water Authority
Statements of Cash Flows
For the Fiscal Years Ended June 30, 2012 and 2011, (continued)
			

2012

Reconciliation of cash and cash equivalents at end of year
to the Statements of Net Assets:
Current assets:
		
Cash and investments
		
Restricted cash and investments
Noncurrent assets:
		
Cash and investments
		
Restricted cash and investments
Less investments not meeting the definition of cash equivalents

$

92,738,002
378,779,007

2011

$

92,308,322
123,218,484
(479,185,436)

98,323,388
432,115,952
75,230,446
192,445,361
(578,997,356)

Cash and cash equivalents at end of year
$ 207,858,379
$ 219,117,791
						
Reconciliation of operating income to net cash
provided by operating activities:
Operating income
$
43,204,752
$
31,522,832
Adjustments to reconcile operating income to					
net cash provided by operating activities:
		
Depreciation and amortization
51,705,749
37,364,821
		
Infrastructure access charges
27,700,326
24,507,570
		
Other expenses
(5,873,117)
(7,688,795)
		
Other income
4,321,805
6,692,333
		
(Increase) decrease in water receivables
(27,394,042)
12,174,889
		
Decrease in other receivables
369,095
3,056,100
		
Decrease in inventories
1,590,973
4,702,612
		
(Increase) decrease in prepaid expenses
625
(22,514)
		
(Increase) decrease in retention receivable
113,240
(958,905)
		
Increase (decrease) in accounts payable and other liabilities
8,577,329
(2,647,473)
		
Increase (decrease) in construction deposits
122,132
(110,291)
		
Increase (decrease) in compensated absences
(481,049)
102,129
		
Increase in OPEB liability
284,000
246,000
		
Total adjustments
61,037,066
77,418,476
Net cash provided by operating activities

$

Noncash capital financing activities:
Amortization of discounts, premiums, and deferred loss
on refundings
$
Amortization of cost of issuance
Contribution of capital assets
Capital asset acquisitions included in accounts payable
Interest expense
Short-term debt retired from issuance of refunding bonds (Note 9b)
Long-term debt retired from issuance
of refunding bonds (Notes 10c and 10d)
Issuance of refunding bonds (Notes 10i, 10j, and 10k)

104,241,818

$

108,941,308

(27,768,233)
4,885,363
3,473,540
13,007,571
15,113,241
100,000,000

$

(765,292)
676,945
9,632,023
-

248,645,000
363,758,241

-

See accompanying notes to the financial statements.
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1.

to the financial statements

Nature of Business and Summary of Significant Accounting Policies
(a)

Nature of Business

The San Diego County Water Authority (Water Authority) was organized on June 9, 1944 under the
County Water Authority Act (Act). The Water Authority’s primary purpose is providing wholesale water
to its member agencies for domestic, municipal, and agricultural uses. The Water Authority consists of
24 member public agencies that are each represented by at least one person on the Water Authority’s
Board of Directors (Board). The Water Authority is a member of the Metropolitan Water District of
Southern California (MWD) and historically, the Water Authority purchased all the water it required
from MWD to meet the demands of the member agencies. The Water Authority is in the process of
diversifying its supply. Pursuant to the Quantification Settlement Agreement (QSA) and its related
contracts, the Water Authority is obtaining conserved water from the Imperial Irrigation District (IID)
and will also receive water conserved by lining of the All-American and Coachella Canals. The QSA was
signed on October 10, 2003. The Water Authority also adopted a Regional Water Facilities Master Plan
in 2004, which calls for further supply diversification.
The MWD Act provides a preferential right for the purchase of water by each of its constituent agencies.
This preferential right is calculated using a formula and based upon such formula, the Water Authority
has a statutory preferential right to approximately 17.71 percent of MWD’s total supply. MWD has
represented that it will provide reliable water supplies notwithstanding preferential rights.
The San Diego County Water Authority Financing Corporation (SDCWAFC) was incorporated on
December 29, 1997. The SDCWAFC is a California nonprofit public benefit corporation formed to assist
the Water Authority as a financing entity and is administered by a governing board, which consists
of five members as follows: the Chair of the Board of Directors of the Water Authority, the Chair of
the Administrative and Finance Committee of the Water Authority, the General Manager of the Water
Authority, the Director of Finance/Treasurer of the Water Authority, and the General Counsel of the
Water Authority. The Water Authority does not issue separate financial statements for the SDCWAFC
because its activities are blended with those of the Water Authority for financial reporting purposes.
The San Diego County Water Authority Financing Agency (SDCWAFA) was established on December
17, 2009 to facilitate financing and refinancing of capital improvement projects of the Water Authority.
The SDCWAFA is a Joint Powers Authority (JPA) with statutory authority to issue revenue bonds and
was formed by agreement between the Water Authority and the California Municipal Finance Authority
(CMFA). The CMFA itself is a JPA that was created in 2004 by various local agencies to facilitate taxexempt financing. The CMFA has entered into many such JPAs. Under the JPA agreement, the Water
Authority has control over all finance matters.
The SDCWAFA’s sole purpose is to be a financing entity for the Water Authority and is administered
by a governing board, which consists of five members as follows: the Chair of the Board of Directors
of the Water Authority, the Chair of the Administrative and Finance Committee of the Water Authority,
the General Manager of the Water Authority, the Director of Finance/Treasurer of the Water Authority,
and the General Counsel of the Water Authority. The Water Authority does not issue separate financial
statements for the SDCWAFA because its activities are blended with those of the Water Authority for
financial reporting purposes.
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(continued)

Nature of Business and Summary of Significant Accounting Policies, (continued)
(b)

Basis of Accounting

The Water Authority is accounted for as an enterprise fund (proprietary fund type). A fund is an accounting entity
with a self-balancing set of accounts established to record the financial position and results of operations of a
specific governmental activity. The activities of enterprise funds closely resemble those of ongoing businesses
in which the purpose is to conserve and add to basic resources while meeting operating expenses from current
revenues. Enterprise funds account for operations that provide services on a continuous basis and are substantially
financed by revenues derived from user charges.
The Water Authority utilizes the accrual basis of accounting. Revenues are recognized when earned, and expenses
are recognized as they are incurred.
The Water Authority financial statements apply all effective pronouncements of the Governmental Accounting
Standards Board (GASB). In addition, these statements apply all Accounting Research Bulletins (ARB), Accounting
Principles Board Opinions (APBO), and Financial Accounting Standards Board (FASB) Statements and Interpretations
issued on or before November 30, 1989, except those that conflict with GASB pronouncements. The Water Authority
has elected not to apply all FASB Statements and Interpretations issued after November 30, 1989.

(c)

Cash and Investments

The Water Authority’s cash and cash equivalents are considered to be cash on hand, demand deposits, investments
in money market mutual funds, pooled funds, and short-term investments with original maturities of three months
or less from the date of acquisition. For financial statement presentation purposes, cash and cash equivalents are
reported in both restricted and unrestricted cash and investments.
The Water Authority has the following legally restricted funds: Construction, Debt Service Reserve, and Pay-As-YouGo. The Construction Fund includes the proceeds from long-term and short-term debt and are restricted for use
on capital project expenses. The Debt Service Reserve Fund holds the required amount for Water Authority debt
issues. The Debt Service Reserve Fund is held for the purpose of making an issue’s annual debt service payments
in the event that the Water Authority should be unable to make such payments. The Pay-As-You-Go Fund consists
of Capacity Charges and Water Standby Availability Charges and is restricted for the Capital Improvement Program
(CIP). The funds are dedicated for capital project outlays, as well as debt service.
Investments are reported at fair value, in accordance with GASB Statement No. 31, Accounting and Financial
Reporting for Certain Investments and External Investment Pools, except for certain guaranteed investment
contracts that are reported at cost because they are not transferable and they have terms that are not affected by
changes in market interest rates. The State Treasurer’s Investment Pool operates in accordance with appropriate
state laws and regulations.
Changes in fair value that occur during the fiscal year are recognized as investment income reported for that fiscal
year. Investment income includes interest earnings, changes in fair value, and any gains or losses realized upon the
liquidation or sale of investments. Note 2 of the Notes to the Financial Statements contain additional information
on permissible investments per the Water Authority’s Investment Policy.
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(continued)

Nature of Business and Summary of Significant Accounting Policies, (continued)
(d)

Reserves

The Water Authority established other designated funds in alignment with best practice guidance: the Rate
Stabilization Fund (RSF), Equipment Replacement Fund, and Stored Water Fund. The RSF is established for the
purpose of collecting amounts of operating revenues greater than expenses in years of strong net revenues.
These funds are to be used to mitigate “rate shock” in years of weak water sales and/or to manage debt service
coverage ensuring coverage remains above the legally required minimum. During the fiscal years ended June 30,
2012 and 2011, the Water Authority transferred to the RSF $7,250,000 and $0, respectively.
The Equipment Replacement Fund is funded by annual draws from the Operating Fund per depreciation schedules
for small capital equipment, such as computers, vehicles, the Supervisory Control and Data Acquisition (SCADA)
system, etc., to ensure funding is available to replace equipment that has reached the end of its useful life. The
Stored Water Fund was established to support the purchase of water to fill the various Water Authority reservoirs
and fund the IID water prepayment. The majority of funds will be used to fill San Vicente Reservoir once the
Emergency and Carryover Storage project is complete.

(e)

Capital Assets

Capital assets are valued at cost where historical records are available and at an estimated historical cost where
no historical records exist. Donated assets are valued at their estimated fair value on the date received. The Water
Authority capitalizes all assets with a historical cost of at least $5,000 and a useful life of at least three years. The
cost of normal maintenance and repairs that do not add to the value of the assets or materially extend asset lives
are not capitalized.
Non-depreciable assets include Land, Easements, Mitigation Bank, and Construction in Progress. Depreciable
assets include Pipelines and Dams, Facilities, Equipment, Computer Systems Software, and Participation and
Capacity Rights.
Depreciation and amortization is computed utilizing the straight-line method over the following estimated
useful lives:
Pipelines and Dams				
Facilities					
Equipment					
Computer Systems Software			
Participation and Capacity Rights		

60 to 100 years
5 to 50 years
3 to 8 years
4 years
10 to 110 years

Intangible Assets - In addition to computer systems software intangible assets, the Water Authority also
participates in various storage and water management programs, or builds capital assets that by agreement
entitle it to certain participation or capacity rights that are included in capital assets as intangible assets. Some
projects also require payments for on-going maintenance which are charged to expense as incurred. Amortization
is computed utilizing the straight-line method over the estimated useful life for capacity rights, software, and
permits. Amortization of participation rights is computed over the life of the agreement.
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1.

Notes

to the financial statements,

(continued)

Nature of Business and Summary of Significant Accounting Policies, (continued)
(e)

Capital Assets, (continued)

Capitalized Interest - The Water Authority capitalizes interest based on the criteria outlined in FASB Statement
No. 34 which applies to taxable borrowings and tax-exempt non-project specific debt. The objective is to obtain a
measure of the acquisition cost that more closely reflects the Water Authority’s total investment in the asset and
to charge a cost that relates to the acquisition of a resource that will benefit future periods against revenues of the
periods benefited. The amount to be capitalized is the amount of interest expense that would have been avoided
during the asset’s acquisition period if the asset had not been acquired, or had been acquired through incurring
debt. FASB Statement No. 34 requires a pooled calculation of average interest expense and a weighted average
project allocation of interest expense with no offset for interest earnings.

(f)

Compensated Absences

It is the Water Authority’s policy to permit employees to accumulate earned but unused vacation benefits up to
a maximum of 50 days (75 days for management). Sick leave hours accrue at the rate of one day per month. The
sick leave policy in place during Fiscal Year 2012 allowed employees to convert unused sick leave to vacation at
50 percent of value; employees that terminated employment were paid for 25 percent of the unused sick leave at
the employee’s last rate of pay; and, employees were required to transfer 100 percent of all accrued but unused
vacation leave and up to 1,000 hours of sick leave (50 percent of any amount over 1,000 hours) into the Terminal
Pay Plan if they retired, or separated employment due to death, after reaching the age of 55.
All accumulated and unused vacation and sick leave pay is recorded as an expense and as compensated absences
liability at the time the benefit is earned. At the end of each fiscal year, the Water Authority conducts an analysis of
historical annual leave payouts. Based on this analysis, the Water Authority recognizes 66 percent of the accrued
but unused leave balances at June 30 as a current liability with the remaining 34 percent of the balance recorded
as a long-term liability.

(g)

Arbitrage Rebate

Arbitrage is the difference between the interest paid on tax-exempt bonds and the interest earned by investing the
proceeds in higher yielding taxable securities. Federal income tax laws generally restrict the ability to earn arbitrage
and such amounts are accumulated in order to make arbitrage rebate payments to the federal government under
the Internal Revenue Code.
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1.

to the financial statements,

(continued)

Nature of Business and Summary of Significant Accounting Policies, (continued)
(h)

Net Assets

The financial statements utilize a net assets presentation. Net assets are categorized as follows:
Invested in Capital Assets, net of related debt – This component of net assets consists of capital assets, net
of accumulated depreciation and reduced by any debt outstanding against the acquisition, construction, or
improvement of those assets.
Restricted for construction projects – This component of net assets consists of external constraints placed
on net assets use imposed by creditors, grantors, contributors, or laws or regulations of other governments
or constraints imposed by law through constitutional provisions or enabling legislation, less outstanding debt
associated with restricted assets.
Restricted for debt service – This component of net assets consists of amounts required by bond covenants to
be set aside in reserve to be used to pay debt service in the event pledged revenues are insufficient to cover the
debt service requirements, less outstanding debt associated with restricted assets.
Unrestricted – This component of net assets consists of net assets that do not meet the definition of invested in
capital assets, net of related debt, restricted for construction projects, or restricted for debt service.
When both restricted and unrestricted resources are available, it is the Water Authority’s policy to use restricted
resources first followed by unrestricted resources as they are needed.

(i)

Infrastructure Access Charges

In June 1998, the Infrastructure Access Charges (IAC) was adopted by the Board as an additional source of fixed
revenue to provide better coverage of the Water Authority’s projected fixed expenses. The IAC is levied on each
Water Authority member agency based on the number and size of retail water meters within the agencies and
within the Water Authority’s service area. The fixed charge is levied against each member agency for the purpose
of maintaining a minimum ratio of projected fixed revenue to projected fixed expenses of 25 percent. The IAC
is adjusted each calendar year as part of the regular rate-setting process and was $2.60 and $2.49 per meter
equivalent per month for the Calendar Years 2012 and 2011, respectively.

(j)

Property Taxes

The Water Authority is authorized under the Act to levy taxes on all taxable property within its boundaries for
the purposes of carrying on its operations and paying its obligations subject to certain limitations in the Act, the
Revenue and Taxation Code, and the California Constitution.
Property taxes are approved annually by the Water Authority’s Board as of July 1, using a lien date of January 1,
and are payable by property owners in two equal installments, which are due no later than December 10 and
April 10. The taxes are levied and collected by the County of San Diego and are remitted to the Water Authority
throughout the year.

(k)

In-Lieu Charges

Member agencies of the Water Authority may elect to pay in-lieu charges instead of the tax levy. Presently, only
the City of San Diego pays the in-lieu charge directly to the Water Authority.
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1.

Notes

to the financial statements,

(continued)

Nature of Business and Summary of Significant Accounting Policies, (continued)
(l)

Classification of Revenues

Enterprise funds distinguish operating revenues and expenses from nonoperating items. Operating revenues and
expenses generally result from providing services, and producing and delivering goods in connection with an
enterprise fund’s principal operations. The principal operating revenues of the Water Authority consist of sales
of water. Nonoperating revenues consist of property taxes, in-lieu charges, IAC, investment income, hydroelectric
sales, intergovernmental, and other miscellaneous income.

(m)

Capital Contributions

Capital contributions include capacity charges, water standby availability charges, and contributions in aid of
capital assets that are reflected in the accompanying Statements of Revenues, Expenses, and Changes in Net
Assets. Capital contributions consist of contributed capital assets and special charges that are legally restricted for
capital expenditures by state law or by the Board action that established those charges.
The Water Authority has two separate revenue sources to fund the Capital Improvement Program (CIP). A Water
Standby Availability Charge was put into effect in Fiscal Year 1990 and is intended to recover some of the capital
costs associated with maintaining the system. In Fiscal Year 1991, a Capacity Charge on all new or larger retail
water meters installed within the boundaries of the Water Authority was implemented. This charge, based on meter
size, is designed to recover a proportionate share of the capital costs associated with providing services to new
connections.
Federal, state, and private grants used for capital purposes are included in Contributions in Aid of Capital Assets.
These grants are typically of a reimbursable nature, that is the Water Authority first pays for the project and then
the granting agency reimburses the Water Authority for its eligible expenses.

(n)

Classification of Expenses

Operating expenses for enterprise funds include the cost of sales, operations and maintenance, planning, general
and administrative expenses, depreciation on capital assets, and amortization of intangible assets. Expenses not
meeting this definition are reported as nonoperating expenses and include interest expense, amortization of bond
discounts/premiums, amortization of deferred loss on refunding, and other miscellaneous expenses.

(o)

Estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect the reported amounts of certain assets and liabilities,
and disclosures. Actual results could differ from estimates. Management believes that the estimates are reasonable.

(p)

Reclassifications

Certain prior year amounts have been reclassified to conform with the current year presentation.
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2.

to the financial statements,

(continued)

Cash and Investments
Cash and investments are classified in the accompanying Statements of Net Assets at June 30 as follows:

							
			
2012
2011
		 Current assets:
			

Cash and investments

			

Restricted cash and investments

		

$

Total current assets

92,738,002

$

98,323,388

378,779,007

432,115,952

471,517,009

530,439,340

92,308,322

75,230,446

		 Noncurrent assets:
			

Cash and investments

			

Restricted cash and investments

123,218,484

192,445,361

			

Total noncurrent assets

215,526,806

267,675,807

Total cash and investments

$

687,043,815

$

798,115,147		

The carrying value of cash and investments held by the Water Authority at June 30 consisted of the following:

				

2012

		 Petty cash

$

		 Deposits

$

2,188,652

		 Investments

CAFR

$ 687,043,815

Fiscal Years Ended June 30, 2012

and

2,500
2,327,048

684,852,663

Total cash and investments
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2011

795,785,599
$

2011

798,115,147

35

		

2.

Notes

to the financial statements,

(continued)

Cash and Investments, (continued)

(a)
		

Investments Authorized by the California Government Code and the Water
Authority’s Investment Policy

The table below identifies the investment types that are authorized for the Water Authority by the California
Government Code (Gov’t. Code) and the Water Authority’s Investment Policy (Inv. Policy). The table also identifies
certain provisions of the California Government Code (or the Water Authority’s Investment Policy, if more
restrictive) that address interest rate risk and concentration of credit risk. This table does not address investments
of debt proceeds held by bond trustees that are governed by the provisions of debt agreements of the Water
Authority rather than the general provisions of the California Government Code Sections 53600 et seq or the Water
Authority’s Investment Policy.
Maximum
Percentage
of Portfolio

Maximum
Maturity
Gov’t.
Code

Inv.
Policy

Gov’t.
Code

Maximum
Investment in
One Issuer

Inv.
Policy

Gov’t.
Code

Minimum
Rating

Inv.
Policy

Gov’t.
Code

Inv.
Policy

Local agency bonds

5 years

5 years

None

20%

None

5%

None

A

U.S. Treasury securities

5 years

5 years

None

None

None

None

None

None
None

Federal agency securities

(8)

5 years

5 years

None

85%

None

None

None

Bankers’ acceptances

180 days

180 days

40%

20%

30%

5%

None

A

Commercial paper

270 days

270 days

25%

25%

10%

5%

A1/P1/F1

A1/P1/F1

Certificates of deposit

5 years

5 years

(9)

30%

15%

None

None

None

None

Placement service certificates of deposit

5 years

5 years

(9)

30% (4)

15% (5)

None

5%

(6,8)

None

None

Negotiable certificates of deposit

5 years

5 years

(9)

30% (4)

15% (5)

None

5%

(6,8)

None

AA (7, 11)

1 year

1 year

None

20%

None

None

None

A

92 days

92 days

None

None

None

None

Repurchase agreements
Reverse repurchase agreements

Medium-term notes

20% of

20% of

portfolio

portfolio

base value

base value

5 years

5 years

30%

30%

None

5%

A

AA (7, 12)

Mutual funds

n/a

(3)

20%

(3)

10%

(3)

AAA

(3)

Money market mutual funds

n/a

n/a

20%

15%

10%

None

AAA

AAA

(10)

5 years

(3)

20%

(3)

None

(3)

AA

(3)

(1)

n/a

(3)

None

(3)

None

(3)

None

(3)

JPA pools (other investment pools)

n/a

n/a

None

25%

None

None

None

AAA

Local agency investment fund (LAIF) (2)

n/a

n/a

None

$50 M

None

None

None

None

Mortgage pass-through securities
County pooled investment funds

Notes:
(1) Authorized by Gov’t. Code Section 53684 (a).
(2) Authorized by Gov’t. Code Section 16429.1.
(3) These investments are not authorized by the Inv. Policy.
(4) The combined Gov’t. Code maximum portfolio exposure to placement service certificates of deposit and negotiable certificates of deposit is 30
percent.
(5) The combined Inv. Policy maximum portfolio exposure to placement service certificates of deposit and negotiable certificates of deposit is 15
percent.
(6) The combined Inv. Policy maximum investment in one issuer for placement service certificates of deposit and negotiable certificates of deposit
is 5 percent.
(7) Must have a minimum rating of “AA” by at least one of the three credit rating agencies and not rated lower than “A” by the other two.
(8) In Fiscal Year 2011, the Inv. Policy did not have a maximum investment in one issuer limit.
(9) In Fiscal Year 2011, the Inv. Policy maximum maturity was December 31, 2013.
(10) In Fiscal Year 2011, the Inv. Policy maximum maturity was 3 years for “AA/AA-” rated notes and 5 years for “AAA” rated notes.
(11) In Fiscal Year 2011, the Inv. Policy minimum rating was “AA” by both Moody’s Investors Service and Standard & Poor’s.
(12) In Fiscal Year 2011, the Inv. Policy minimum rating was “AA-” by both Moody’s Investors Service and Standard & Poor’s.
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2.

to the financial statements,

(continued)

Cash and Investments, (continued)
(b)

Investments Authorized by Debt Agreements

Investments of debt proceeds held by bond trustees are governed by provisions of the debt agreements
rather than the general provisions of the California Government Code or the Water Authority’s Investment
Policy. In addition to the investments authorized in the previous table, debt proceeds held by bond trustees
may be invested in guaranteed investment contracts with a maximum maturity that is limited to the final
maturity of the bonds being issued.

(c)

Disclosures Relating to Interest Rate Risk

Interest rate risk is the risk where changes in market interest rates will adversely affect the fair value of an
investment. Generally, the longer the maturity of an investment, the greater the sensitivity its fair value is to
changes in market interest rates. One of the ways that the Water Authority manages its exposure to interest
rate risk is by purchasing a combination of shorter-term and longer-term investments, and by timing cash
flows from maturities so that a portion of the portfolio is maturing or approaching maturity evenly over time
as necessary to provide the cash flow and liquidity needed for operations.
Information about the sensitivity of the fair values of the Water Authority’s investments (including investments
held by bond trustees) to market interest rate fluctuations is provided by the following table that shows
the distribution of the Water Authority’s investments by terms to maturity for Fiscal Years 2012 and 2011,
respectively.

		
		
				
			
Fair
Investment Type
Value
U.S. Treasury securities
$ 60,102,060
Federal agency securities
299,433,489
Commercial paper
50,427,277
LAIF			
171,513,340
JPA pools		
33,409,164
Money market mutual funds
503,072
Held by bond trustees:
Money market mutual funds
241,651
U.S. Treasury securities
38,596,085
Guaranteed investment contracts 30,626,525
Fiscal Year 2012 Total
$ 684,852,663
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Fiscal Year 2012
Remaining Term to Maturity
13 to 36
37 to 60
months
months

12 months
or less
$

31,192,376
182,946,089
50,427,277
171,513,340
33,409,164
503,072

241,651
38,596,085
$ 508,829,054

$

More than
60 months

10,282,810
84,436,565
-

$ 18,626,874
32,050,835
-

$

$ 94,719,375

$ 50,677,709

30,626,525
$ 30,626,525

Fiscal Years Ended June 30, 2012

and

2011

-
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2.

Notes

to the financial statements,

(continued)

Cash and Investments, (continued)
(c)

Disclosures Relating to Interest Rate Risk, (continued)

		
		
					
			
Fair
12 months
Investment Type
Value
or less

Fiscal Year 2011
Remaining Term to Maturity
13 to 36
37 to 60
months
months

U.S. Treasury securities
$ 61,240,365
Federal agency securities
417,330,385
Commercial paper
29,940,281
Certificates of deposit
1,000,976
LAIF			
191,991,515
JPA pools		
24,293,505
Money market mutual funds
502,954
Held by bond trustees:
Money market mutual funds
269
38,858,824
Federal agency securities
Guaranteed investment contracts 30,626,525
Fiscal Year 2011 Total
$ 795,785,599

$

(d)

$

45,224,733
235,132,206
29,940,281
1,000,976
191,991,515
24,293,505
502,954

269
38,858,824
$ 566,945,263

16,015,632
144,843,066
-

$ 160,858,698

$

37,355,113
-

$ 37,355,113

More than
60 months
$

-

30,626,525
$ 30,626,525

Disclosures Relating to Credit Risk

Generally, credit risk is the risk that an issuer of an investment will not fulfill its obligation to the holder of
the investment. This is measured by the assignment of a rating by a nationally recognized statistical rating
organization. Presented in the following tables for Fiscal Year 2012 and 2011, respectively, is the minimum rating
required (where applicable) by the California Government Code, the Water Authority’s Investment Policy, or debt
agreements, and the actual rating as of year-end for each investment type.
On August 5, 2011, Standard & Poor’s Ratings Services lowered its long-term sovereign credit rating on the United
States of America to AA+ from AAA. As a result, on August 8, 2011, Standard & Poor’s Ratings Services lowered
its issuer credit ratings and related issue ratings on various Federal Home Loan Banks, Federal Farm Credit Banks,
Fannie Mae and Freddie Mac to AA+ from AAA. In addition, the ratings on 126 Federal Deposit Insurance Corp.–
guaranteed debt issues from 30 financial institutions under the Temporary Liquidity Guarantee Program (TLGP),
and four National Credit Union Association-guaranteed debt issues from two corporate credit unions under the
Temporary Corporate Credit Union Guarantee Program (TCCUGP) have also been downgraded to AA+ from AAA.
The Water Authority holds investments in these securities as well as the Local Agency Investment Fund (LAIF),
which invests in various underlying securities, including the federal agency securities listed above. While LAIF is
not rated, the federal agency securities are, and these have been affected by this rating change as well.
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2.

to the financial statements,

(continued)

Cash and Investments, (continued)
(d)

Disclosures Relating to Credit Risk, (continued)

									
					
Rating as of Fiscal Year		
						
Ended June 30, 2012
				 Minimum
Exempt		
			
Fair
Legal
From		
Investment Type
Value
Rating
Disclosure
AAA/AA+
A1
Not Rated
60,102,060

n/a

$ 60,102,060

299,433,489

n/a

-

299,433,489

-

-

50,427,277

A1

-

-

50,427,277

-

LAIF			

171,513,340

n/a

-

-

-

171,513,340

JPA pools		

33,409,164

AAAm

-

33,409,164

-

-

503,072

AAAm

-

503,072

-

-

241,651
38,596,085
30,626,525

AAAm
n/a
n/a

38,596,085
-

241,651
-

-

30,626,525

684,852,663

-

$98,698,145

$333,587,376

$50,427,277

$202,139,865

U.S. Treasury securities

$

Federal agency securities
Commercial paper

Money market mutual funds

$

-

$

-

$

-

Held by bond trustees:
Money market mutual funds
U.S. Treasury securities
Guaranteed investment contracts
Total

$

Rating as of Fiscal Year
Ended June 30, 2011

					

						
				 Minimum
			
Fair
Legal
Investment Type
Value
Rating
U.S. Treasury securities

$

Exempt		
From		
Disclosure
AAA

n/a

$ 61,240,365

417,330,385

n/a

-

417,330,385

-

29,940,281

A1

-

-

29,940,281

-

1,000,976

n/a

-

-

-

1,000,976

LAIF			

191,991,515

n/a

-

-

-

191,991,515

JPA pools		

24,293,505

AAAm

-

24,293,505

-

-

502,954

AAAm

-

502,954

-

-

269
38,858,824
30,626,525

AAAm
n/a
n/a

-

269
38,858,824
-

-

30,626,525

795,785,599

-

$61,240,365

$480,985,937

$29,940,281

$223,619,016

Commercial paper
Certificates of deposit

Money market mutual funds

-

$

-

Not Rated

61,240,365

Federal agency securities

$

A1
$

-

Held by bond trustees:
Money market mutual funds
Federal agency securities
Guaranteed investment contracts
Total
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2.

Notes

to the financial statements,

(continued)

Cash and Investments, (continued)
(e)

Concentration of Credit Risk

Investments in any one issuer (other than U.S. Treasury securities, money market mutual funds, and external
investment pools) that represent five percent or more of total Water Authority investments are as follows for Fiscal
Years 2012 and 2011, respectively.
Fiscal Year 2012
Reported 		
Amount		

						
Issuer			
Investment Type		

% of Total
Investments

Federal Home Loan Mortgage Corporation

Federal agency securities

$ 106,567,198

15.6%

Federal Home Loan Bank

Federal agency securities

103,140,544

15.1%

Federal National Mortgage Association

Federal agency securities

71,223,326

10.4%

Fiscal Year 2011
Reported 		
Amount		

						
Issuer			
Investment Type		

% of Total
Investments

Federal National Mortgage Association

Federal agency securities

$ 158,943,347

20.0%

Federal Home Loan Bank

Federal agency securities

130,163,200

16.4%

Federal Home Loan Mortgage Corporation

Federal agency securities

102,289,252

12.9%

Federal Farm Credit Bank

Federal agency securities

64,793,410

8.1%

(f)

Custodial Credit Risk

Custodial credit risk for deposits is the risk that, in the event of the failure of a depository financial institution,
a government will not be able to recover its deposits or will not be able to recover collateral securities that are
in the possession of an outside party. The custodial credit risk for investments is the risk that, in the event of
the failure of the counterparty (for example, broker-dealer) to a transaction, a government will not be able to
recover the value of its investment or collateral securities that are in the possession of another party. The California
Government Code and the Water Authority’s Investment Policy do not contain legal or policy requirements that
would limit the exposure to custodial credit risk for deposits or investments other than the following provision
for deposits: the California Government Code requires that a financial institution secure deposits made by state
or local governmental units by pledging securities in an undivided collateral pool held by a depository regulated
under state law (unless so waived by the governmental unit). The market value of the pledged securities in the
collateral pool must equal at least 110 percent of the total amount deposited by the public agencies. California law
also allows financial institutions to secure Water Authority deposits by pledging first trust deed mortgage notes
having a value of 150 percent of the secured public deposits. The Water Authority was not exposed to custodial
credit risk as of June 30, 2012 and 2011, respectively.
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to the financial statements,

(continued)

Cash and Investments, (continued)
(g)

Investment in State Investment Pool

The Water Authority is a voluntary participant in LAIF that is regulated by California
Government Code Section 16429 under the oversight of the Treasurer of the State of
California. The fair value of Water Authority’s investment in the pool is reported in the
accompanying financial statements at amounts based upon the Water Authority’s prorata share of the fair value provided by LAIF for the entire LAIF portfolio. The balance
available for withdrawal is based on the accounting records maintained by LAIF, which is
recorded on an amortized cost basis.
The total amount invested by all public agencies in LAIF as of June 30, 2012 and 2011 was
$21.8 billion and $23.9 billion, respectively. LAIF is part of the California Pooled Money
Investment Account (PMIA), which as of June 30, 2012 and 2011 had a balance of $60.5
billion and $66.3 billion, respectively, and of those amounts, 3.47% and 5.01% were
invested in medium-term and short-term structured notes and asset-backed securities as
of June 30, 2012 and 2011, respectively. The average maturity of PMIA investments as of
June 30, 2012 and 2011 was 268 days and 237 days, respectively.

(h)

JPA Pools

The Authority is a voluntary participant in California Asset Management Program (CAMP),
a California Joint Powers Authority that falls under California Government Code Section
53601(p), which is directed by a Board of Trustees that is made up of experienced local
government finance directors and treasurers. At both June 30, 2012 and 2011, CAMP had
a balance of $2.0 billion, with an average maturity of 54 days and 52 days, respectively.
The value of the pool shares in CAMP, which may be withdrawn, is determined on an
amortized cost basis, which is the same as the fair value of the Water Authority’s portion
in the pool.
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3.

Notes

to the financial statements,

Inventories
Inventories consist of water, valves, and materials in storage and are valued using the average
cost method. Components of inventories at June 30, 2012 and 2011 are as follows:

				

2012

Water in storage

$

Valves in storage

$

886,954		

Materials in storage
Total inventories

4.

18,059,285

2011

$

19,410,786
865,270

158,750		

419,906

19,104,989

$ 20,695,962

Prepaid Expenses
In March 2008, the Water Authority purchased 10,006 and 13,071 acre-feet of transfer water from
the Butte Water District and Sutter Extension Water District for a total of 23,077 acre-feet. As part
of the transfer, the Water Authority incurred a Delta carriage loss of 20 percent, a conveyance
loss of three percent and evaporative and aquifer losses of ten percent. After the adjustments,
the total acre-feet for Butte Water District and Sutter Extension Water District are 6,930 and
9,187, respectively, a total of 16,117 acre-feet. This water is currently stored outside the Water
Authority’s service area pursuant to a long-term groundwater storage agreement as outlined
in Note 8(d). As such, it is classified as Prepaid Expenses on the Statements of Net Assets in the
amount of $4,620,500 as of June 30, 2012 and 2011, respectively.
Also included in Prepaid Expenses are payments to the Water Authority benefits administrator for
Fiscal Years 2012 and 2011 in the amount of $16,889 and $17,514 respectively. The balance as of
June 30, 2012 and 2011 is $4,637,389 and $4,638,014, respectively.
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to the financial statements,

(continued)

Long-Term Loan Receivables
(a)

Proposition 1A State Borrowing

Under the provisions of Proposition 1A Borrowing by the State of California and as part of the
2009-10 budget package passed by the California state legislature on July 28, 2009, the State
of California borrowed eight percent of the amount of property tax revenue, including those
property taxes associated with the in-lieu motor vehicle license fee, the triple flip in-lieu sales tax,
and supplemental property tax, apportioned to cities, counties, and special districts (excluding
redevelopment agencies). The state is required to repay this borrowing plus interest by June 30,
2013. After repayment of this initial borrowing, the California legislature may consider only one
additional borrowing within a ten-year period. The amount of this borrowing pertaining to the
Water Authority was $688,268.
This borrowing by the State of California was recognized as a receivable in the accompanying
financial statements. The tax revenues were recognized in Fiscal Year 2010 for which they were
levied.

(b)

Imperial Irrigation District

In October 2003, the Water Authority amended the Transfer Agreement with IID. As part of this
amendment, the Water Authority made initial socioeconomic impact payments of $10.0 million in
four installments. These funds will be used to pay for the initial administrative costs, and estimated
and annual cumulative socioeconomic impact costs.
Beginning in Calendar Year 2019, the Water Authority will begin receiving credits from IID to
be applied against any payments due and shall continue until Calendar Year 2048 or until the
agreement is terminated, whichever comes first. If the agreement terminates before Calendar
Year 2048, IID is under no obligation to pay the Water Authority the remaining balance of the
loan.
Under the terms of the amended agreement, in December 2007, the Water Authority paid IID
$10.0 million for future deliveries of water. Interest on the prepayment shall begin to accrue
December 31, 2019 using the Water Authority’s weighted average cost of funds for its shortterm and long-term debt outstanding as shown in the Water Authority’s annual financial report
for each fiscal year ending June 30. If not repaid sooner, beginning December 31, 2019 through
December 31, 2033, IID shall credit the Water Authority’s monthly invoice for conserved water
in 180 equal monthly installments of $55,556 plus accrued interest.
As of June 30, 2012 and 2011, the total long-term loan receivables balance was $20,688,268.
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6.

Capital Assets

Notes

to the financial statements,

(continued)

(1)

Capital asset activity for the fiscal years ended June 30, 2012 and 2011:

Balance at
June 30, 2010

Additions

Deletions

Transfers

Capital assets not depreciated:
Land

$

16,421,418

$

-

Easements

1,023,887

-

Mitigation bank (Note 7)

2,644,029

-

Construction in progress

1,200,331,306

132,302,392

1,220,420,640

$

-

$

412,219

-

6,277,799

-

-

-

(812,575,063)

132,302,392

-

(805,885,045)

1,188,379,660

-

-

441,436,618

436,476,504

191,914

-

185,835,667

24,800,078

431,005

-

6,463,282

3,253,579

-

-

-

258,678,630

51,214,595

-

172,149,478

1,911,588,451

51,837,514

-

805,885,045

(195,451,308)

(15,377,482)

-

-

Facilities

(61,693,257)

(12,114,582)

-

-

Equipment

(21,162,673)

(1,519,018)

-

-

(3,102,131)

(151,448)

-

-

(15,514,625)

(8,202,291)

-

-

Total accumulated depreciation and amortization

(296,923,994)

(37,364,821)

-

-

Capital assets, net of depreciation and
amortization

1,614,664,457

14,472,693

-

805,885,045

Total capital assets not depreciated

(2)

Capital assets being depreciated:
Pipelines and dams
Facilities
Equipment
Computer systems software
Participation and capacity rights (Note 8)
Total capital assets being depreciated
Accumulated depreciation and
amortization:
Pipelines and dams

Computer systems software
Participation and capacity rights (Note 8)

$ 2,835,085,097

Total capital assets

$

146,775,085

$

-

Notes:
(1) In Fiscal Year 2012, the Water Authority changed the manner in which capital assets are categorized. For presentation purposes,
the Fiscal Years 2010 and 2011 categories have been adjusted; however, the year end balances have not changed. (Capital asset
categories were changed as follows: Mitigation bank was moved out of Land to its own line item; Easements was moved from the
Intangible assets section to Capital assets not depreciated section; Olivenhain Dam was transferred to Pipelines and dams; Pumping
plants and facilities as well as Treatment plants and facilities were transferred to Facilities; Valve balances were transferred out
of Water transportation pipelines to Facilities; Pumps and other mechanical items previously in Miscellaneous were transferred
to Facilities; Automobiles and the remaining Miscellaneous balance was transferred to Equipment; the associated Accumulated
depreciation followed the assets to the respective new categories in the Accumulated depreciation and amortization section.)
(2) Additions include capitalized interest of $26.2 million and $41.2 million for Fiscal Years 2012 and 2011, respectively.
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6.

$

(continued)

Capital Assets, (continued)

Balance at
June 30, 2011

$

to the financial statements,

16,833,637

Additions

$

Deletions

2,749,439

7,301,686

-

2,644,029

-

520,058,635

155,745,316

546,837,987

158,494,755

$

(2)

Balance at
June 30, 2012

Transfers

-

$

(291,419)

$

19,291,657

-

-

7,301,686

-

-

2,644,029

-

(38,369,330)

637,434,621

-

(38,660,749)

666,671,993

1,629,816,278

-

-

15,676,843

1,645,493,121

622,504,085

47,690

-

13,064,455

635,616,230

31,694,365

459,560

(1,092,654)

1,245,889

32,307,160

3,253,579

146,507

-

1,595,149

4,995,235

482,042,703

2,444,063

-

7,078,413

491,565,179

2,769,311,010

3,097,820

(1,092,654)

38,660,749

2,809,976,925

(210,828,790)

(19,480,612)

-

-

(230,309,402)

(73,807,839)

(17,965,005)

-

-

(91,772,844)

(22,681,691)

(3,350,260)

1,092,654

-

(24,939,297)

(3,253,579)

(582,322)

-

-

(3,835,901)

(23,716,916)

(10,327,550)

-

-

(34,044,466)

(334,288,815)

(51,705,749)

1,092,654

-

(384,901,910)

2,435,022,195

(48,607,929)

-

38,660,749

2,425,075,015

2,981,860,182
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$

3,091,747,008
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7.

Notes

to the financial statements,

(continued)

Mitigation Bank
The Mitigation Bank contains purchased rights to designate the future use of land in which title is held by another
entity. This acreage includes wetland, stream, or other open space areas that have been restored, established,
enhanced, or preserved for the purpose of providing compensation to the public for unavoidable impacts to the
environment permitted under Section 404 of the clean water act or other state or local regulation. The Water
Authority transfers a proportionate share of the cost of the Mitigation Bank to the capital project at the time acreage
is identified to mitigate the impacts from a specific project. These costs are then amortized over the estimated
useful life of the related asset. As of June 30, 2012 and 2011, the value of acreage remaining was $2,644,029.
Acres
Mitigations Site
Crestridge Habitat Management Area (HMA)
San Miguel Conservation
Mitigation Bank Total

8.

Total

Remaining

258.45
820.85

25.71
820.85

1,079.30

846.56

Participation and Capacity Rights
The Water Authority builds capital assets that, by agreement, entitle it to certain participation and capacity rights.
The total participation and capacity rights, net of amortization, were $457,520,713 and $458,325,787 as of June 30,
2012 and 2011, respectively.

(a)

Quantification Settlement Agreement Joint Powers Authority Participation Rights

Pursuant to the Quantification Settlement Agreement Joint Powers Authority (QSA JPA) Creation and Funding
Agreement (the Agreement), the Water Authority agreed with IID, Coachella Valley Water District (CVWD), and the
State of California, to accept responsibility for certain environmental mitigation requirements.
Under Article IX of the Agreement, the environmental mitigation contribution required by the Water Authority
net of amortization was $50,376,100 and $50,720,726 as of June 30, 2012 and 2011, respectively. Amortization is
computed using the acre-feet assigned per calendar year over the life of the agreement, which is 75 years.
In addition, the Agreement required the Water Authority to pay, net of amortization, $9,488,752 and $9,750,511
as of June 30, 2012 and 2011, respectively, as a contribution to the Salton Sea Restoration Fund. Amortization is
computed utilizing the straight-line method over the life of the agreement, which is 75 years.
Legal expenses associated with the right to purchase water capitalized due to the MWD litigation for June 30, 2012
and 2011, net of amortization, totalled $3,650,935 and $1,212,947, respectively, and are amortized utilizing the
straight-line method over the life of the agreement of 75 years. The QSA JPA is not a named party to the Water
Authority litigation challenging MWD’s rate structure.
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to the financial statements,

(continued)

Participation and Capacity Rights, (continued)
(b)

Imperial Irrigation District Socioeconomic Participation Rights

IID and the Water Authority resolved a dispute concerning the nature and extent of the obligations and
covenants under Section 14.5 of the Revised Fourth Amendment to the Agreement between IID and the Water
Authority for the Transfer of Conserved Water by agreeing to additional annual payments to be made to IID, net
of amortization, totalling $14,760,000 and $17,712,000 as of June 30, 2012 and 2011 respectively, over the period
of ten years.

(c)

Canal Lining Participation Rights

On October 10, 2003 the Water Authority assumed MWD’s rights and obligations for the All-American Canal
and Coachella Canal Lining Projects under Article 4A of the Colorado River Water Delivery Settlement Allocation
Agreement between the United States, MWD, IID, CVWD, and the San Luis Rey Indian Water Authority (SLR). The
agreement, net of amortization, required payment of $3,817,010 and $3,874,625 for the fiscal years ended June
30, 2012 and 2011, respectively, to IID for MWD’s outstanding obligations.
The Agreement specifically assigned the project of lining the Coachella Canal, which is a branch from the
Colorado River and is owned by the U.S. Bureau of Reclamation (BOR), to the Water Authority. The lining of
the canal was in order to control water seepage through the previous unlined canal. The Coachella Canal now
provides a firm supply of 21,500 acre-feet per year to the Water Authority. The cost of the project was offset by a
funding agreement with the Department of Water Resources for $79,447,974. Participation rights for this project,
net of amortization, totalled $115,792,964 and $115,592,124 as of June 30, 2012 and 2011, respectively, and are
amortized utilizing the straight-line method over the life of the agreement, which is 110 years.
The Agreement executed January 13, 2006 between BOR, IID, and the Water Authority for the construction of
the All-American Canal Lining Project provides for the construction of the canal by IID with oversight by the
Water Authority and the BOR. The All-American Canal provides 56,200 acre-feet per year to the Water Authority
annually for 110 years. The Department of Water Resources funded $135.7 million for construction of the AllAmerican Canal Lining Project, and the Water Authority funded the amount over the state subsidy. Participation
rights for this project, net of amortization, totalled $149,977,445 and $151,357,605 as of June 30, 2012 and 2011,
respectively, and are amortized utilizing the straight-line method over the life of the agreement of 110 years.

(d)

Vidler and Semitropic Participation Rights

In July 2008, the Water Authority entered into agreements with Vidler Water Company (Vidler) and SemitropicRosamond Water Bank (Semitropic) that entitles the Water Authority to storage, withdrawal, and exchange rights
within the Semitropic Water Banking and Exchange Program, the Semitropic Water Bank Recovery Unit, and the
Antelope Valley Water Bank.
The Water Authority bought Vidler’s 30,000 acre-feet of storage and recovery rights in the Semitropic Water
Storage District’s underground basin in Kern County. The Water Authority also invested in Semitropic, which will
provide a total of 40,000 acre-feet of storage rights, for a total amount of 70,000 acre-feet.
Storage and recovery rights for this program totalled, net of amortization, $10,040,824 and $10,468,093 for
Vidler and $12,896,341 and $13,445,122 for Semitropic as of June 30, 2012 and 2011, respectively. These rights
are amortized using the straight-line method over the life of the agreements, which end in 2035.
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8.

Notes

to the financial statements,

Participation and Capacity Rights, (continued)
(e)

Levy Treatment Plant Capacity Rights

In April 1997, the Water Authority entered into a capacity agreement with Helix Water District (Helix)
for installation of an untreated water transmission pipeline, a flow control facility and expansion
of the R.M. Levy Water Treatment Plant (Levy Plant). Helix owns, operates, and maintains the Levy
Plant and agreed to its phased expansion to 106 million gallons per day (mgd). In accordance
with the April 1997 agreement, the Water Authority has capacity rights of 26 mgd. In April 2006,
a third amendment to the agreement with Helix transferred to the Water Authority an additional
10 mgd capacity in the Levy Plant, for total capacity rights of 36 mgd. The Water Authority paid
$10.6 million to Helix for 10 mgd of additional capacity in Levy Plant, $300,000 to Helix for 4 mgd
of additional capacity in the 54 Inch Transmission Main (for Lakeside Water District), $1.5 million
to Helix for 8 mgd of additional capacity in Helix Flume (for Otay Water District), and $600,000 to
Helix for 12 mgd of additional capacity in Helix Flume Pipeline (for Padre Dam Municipal Water
District). Capacity rights for Levy Treatment Plant Capacity Purchases, net of amortization, totalled
$12,898,240 and $13,278,533 as of June 30, 2012 and 2011, respectively, and are being amortized
using the straight-line method over 35 years.

(f)

Los Coches Pump Station and Helix Flume Pipeline Capacity Rights

In April 2006, the Water Authority entered into an agreement with Helix regarding implementation
of the East County Regional Treated Water Improvement Program (ECRTWIP). The purpose of
the ECRTWIP is to significantly improve the regional water treatment capacity in East County
by maximizing utilization of the Levy Plant to provide additional capacity to Otay Water District,
Lakeside Water District, and Padre Dam Municipal Water District. The Los Coches Pump Station,
which pumps into the Helix Flume Pipeline, was increased from 22 mgd to 64 mgd, with the
Water Authority having capacity rights to 24 mgd. A section of the Helix Flume Pipeline had to
be replaced with a new 48-inch steel pipe to withstand the increased pressure, with the Water
Authority having capacity rights to 12 mgd. Capacity rights for Los Coches Pump Station totalled
$4,453,246 and $5,015,761 as of June 30, 2012 and 2011, respectively, and for Helix Flume
Pipeline, net of amortization, totalled $3,984,044 and $4,487,292 as of June 30, 2012 and 2011,
respectively, and are being amortized using the straight-line method over ten years.
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(continued)

Participation and Capacity Rights, (continued)
(g)

Moreno-Lakeside Pipeline Capacity Rights

In June 2001, the Water Authority and Helix executed the first amendment to the 1997
Capacity Agreement. Capacity rights for this project, net of amortization, totalled $4,064,505
and $4,746,767 as of June 30, 2012 and 2011, respectively, and are being amortized using the
straight-line method over ten years. Otay Water District (Otay) constructed a new pipeline from
the Otay 14 Flow Control Facility (FCF) location to the regulatory reservoirs in the Otay System.
The Water Authority reimbursed Otay for the new pipeline and Otay agreed to purchase
at least 10,000 acre-feet of water per calendar year from the Water Authority. The capacity
rights added to the Moreno-Lakeside Pipeline, net of amortization, totalled $4,068,388 and
$4,742,237 as of June 30, 2012 and 2011, respectively, and are being amortized using the
straight-line method over ten years.

(h)
		

Imperial Irrigation District Water Transfer – Base Contract Price 		
Settlement Participation Rights

IID and the Water Authority executed an agreement that settled all disputes related to the
Base Contract Price and the Water Authority/IID Conserved Water Transfer Agreement as
stated in the Fifth Amendment to the agreement. Participation rights for this agreement,
net of amortization, totalled $51,446,553 and $51,921,444 as of June 30, 2012 and 2011,
respectively, and are being amortized utilizing the straight-line method over the 75-year life
of the agreement.

(i)

Rancho Canada Permit for Endangered Species

The Water Authority funded property in the amount, net of amortization, of $5,805,366 and
$0 as of June 30, 2012 and 2011, respectively, owned by the Department of Fish and Game
(DFG) for permits for endangered species for 55 years. The Water Authority will be allowed
to count the property as mitigation to satisfy any permit requirements issued for Emergency
Storage Projects (ESP) and Carryover Storage Projects (CSP) pursuant to the Federal and
State Endangered Species Acts, Federal Clean Water Act, California Porter-Cologne Act, and
California Fish and Game Code Section 1602 to the extent the agency issuing the permit
agrees the property provides suitable mitigation for impacts. Any acreage not applied as
mitigation for ESP or CSP will be available to the Water Authority to be credited toward Water
Authority mitigation and conservation obligations for future Water Authority CIP projects,
maintenance and operation activities, urgent repairs, and emergency actions as described in
the Water Authority Natural Communities Conservation Plan (NCCP).
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9.

Notes

to the financial statements,

(continued)

Short-Term Liabilities
The Water Authority has a Tax-Exempt Commercial Paper (TECP) program through which it can
borrow funds on a tax-exempt basis for periods up to 270 days to provide financing for the Water
Authority’s capital improvement program. The Water Authority has remarketing agreements with
five separate broker-dealers: Banc of America Securities LLC/Merrill Lynch, JPMorgan Chase & Co.,
Citigroup Global Markets Inc., Barclays Capital Inc., and Goldman, Sachs and Co. The remarketing
fees for the various dealer agreements range from 0.075 percent to 0.100 percent per annum on the
par amount of TECP outstanding. No advances have been made under any of the revolving credit
and term loan agreements during the fiscal years ended June 30, 2012 and 2011.
The TECP notes are secured and payable on a parity basis solely from net water revenues and are
subordinate to the Water Revenue Certificates of Participation (COPs) and Water Revenue Bonds. At
June 30, 2012 and 2011, the Water Authority had commercial paper outstanding of $360.0 million
and $460.0 million, respectively.

(a)

Commercial Paper Notes, Series 1

The Commercial Paper Notes, Series 1 (the Series 1 Notes) were issued for a total maximum
authorized amount of $110.0 million. The Series 1 Notes have liquidity support in the form of
a revolving credit and term loan agreement with Bayerische Landesbank and, unless otherwise
extended, will terminate on June 30, 2013. During the term of the agreement, the Water Authority
pays annual commitment fees of 0.50 percent based on the par amount of the commitment. At June
30, 2012 and 2011, the balance outstanding was $110.0 million.

(b)

Commercial Paper Notes, Series 2

On November 15, 2006, the Commercial Paper Notes, Series 2 (the Series 2 Notes) were issued for
a total maximum authorized amount of $175.0 million. The Series 2 Notes have liquidity support in
the form of a revolving credit and term loan agreement with BNP Paribas and during the term of
the agreement, the Water Authority paid annual commitment fees of 0.095 percent based on the
par amount of the commitment. The Water Authority terminated this agreement on July 21, 2011.
At June 30, 2012 and 2011, the balance outstanding was $0 and $100.0 million, respectively.
Short-term liabilities activity for the fiscal years ended June 30, 2012 and 2011 are as follows:
Balance at
June 30, 2010

Additions

Deletions

Balance at
June 30, 2011

Short-term debt:
Commercial Paper Notes, Series 1

$

110,000,000

Commercial Paper Notes, Series 2

175,000,000

Commercial Paper Notes, Series 3
Commercial Paper Notes, Series 4

$

-

$

-

$

110,000,000

-

(75,000,000)

175,000,000

-

(175,000,000)

-

-

100,000,000

-

100,000,000

Commercial Paper Notes, Series 5

-

100,000,000

-

100,000,000

Commercial Paper Notes, Series 6

-

50,000,000

-

50,000,000

250,000,000

$ (250,000,000)

$ 460,000,000

Total short-term debt
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9.

to the financial statements,

(continued)

Short-Term Liabilities, (continued)
(c)

Commercial Paper Notes, Series 3

On November 15, 2006, the Commercial Paper Notes, Series 3 (the Series 3 Notes) were issued for a total maximum
authorized amount of $175.0 million. The Series 3 Notes had liquidity support in the form of a revolving credit
and term loan agreement with Dexia Credit Local and during the term of the agreement, the Water Authority paid
annual commitment fees of 0.095 percent based on the par amount of the commitment. The Water Authority
terminated this agreement on June 29, 2011. At June 30, 2011, the balance outstanding was $0.

(d)

Commercial Paper Notes, Series 4

On June 29, 2011, the Commercial Paper Notes, Series 4 (the Series 4 Notes) were issued for a total maximum
authorized amount of $100.0 million. The Series 4 Notes have liquidity support in the form of a revolving credit
and term loan agreement with Barclays Bank PLC and, unless otherwise extended, will terminate on June 28, 2013.
During the term of the agreement, the Water Authority pays annual commitment fees of 0.60 percent based on
the par amount of the commitment. At June 30, 2012 and 2011, the balance outstanding was $100.0 million.

(e)

Commercial Paper Notes, Series 5

On June 29, 2011, the Commercial Paper Notes, Series 5 (the Series 5 Notes) were issued for a total maximum
authorized amount of $100.0 million. The Series 5 Notes have liquidity support in the form of a revolving credit
and term loan agreement with Wells Fargo Bank, N.A. and, unless otherwise extended, will terminate on June 27,
2014. During the term of the agreement, the Water Authority pays annual commitment fees of 0.60 percent based
on the par amount of the commitment. At June 30, 2012 and 2011, the balance outstanding was $100.0 million.

(f)

Commercial Paper Notes, Series 6

On June 29, 2011, the Commercial Paper Notes, Series 6 (the Series 6 Notes) were issued for a total maximum
authorized amount of $50.0 million. The Series 6 Notes have liquidity support in the form of a revolving credit
and term loan agreement with Citibank, N.A. and, unless otherwise extended, will terminate on June 27, 2014.
During the term of the agreement, the Water Authority pays annual commitment fees of 0.60 percent based on
the par amount of the commitment. At June 30, 2012 and 2011, the balance outstanding was $50.0 million.

Additions
$

$
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June 30, 2012

Deletions
$

-

$

110,000,000

-

(100,000,000)

-

-

-

-

-

100,000,000

-

-

100,000,000

-

-

50,000,000

-

$

(100,000,000)
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Long-Term Liabilities
Long-term liabilities activity for the fiscal years ended June 30, 2012 and 2011 are as follows:

Balance at
June 30, 2010

Additions

$

$

Deletions

Balance at
June 30, 2011

(17,500,000)

$

Long-term debt:
Water Revenue Refunding COPs, Series 1997A (Note 10a)

23,610,000

-

$

6,110,000

Water Revenue COPs, Series 1998A (Note 10b)

11,685,000

-

-

11,685,000

Water Revenue COPs, Series 2002A (Note 10c)

243,370,000

-

(6,620,000)

236,750,000

Water Revenue COPs, Series 2004A (Note 10d)

425,000,000

-

-

425,000,000

Water Revenue Refunding COPs, Series 2005A (Note 10e)

107,455,000

-

-

107,455,000

Water Revenue COPs, Series 2008A (Note 10f)

558,015,000

-

-

558,015,000

98,495,000

-

-

98,495,000

526,135,000

-

-

526,135,000

Subordinate Lien Water Revenue Refunding Bonds,
Series 2011S-1 (Note 10i)

-

-

-

-

Water Revenue Refunding Bonds, Series 2011A
(Note 10j)

-

-

-

-

Water Revenue Refunding Bonds, Series 2011B
(Note 10k)

-

-

-

-

1,993,765,000

-

(24,120,000)

1,969,645,000

67,738,795

59,045

(2,940,000)

64,857,840

Compensated absences

6,324,349

3,918,395

(3,816,266)

6,426,478

OPEB liability (Note 12)

643,000

442,000

(196,000)

889,000

Arbitrage rebate

407,824

-

-

407,824

2,068,878,968

4,419,440

(31,072,266)

2,042,226,142

33,195,879

-

(765,292)

32,430,587

$ 2,102,074,847

$ 4,419,440

$ (31,837,558)

$ 2,074,656,729

Water Revenue Bonds, Series 2010A
(Non-AMT Tax-Exempt) (Note 10g)
Water Revenue Bonds, Series 2010B
(Taxable Build America Bonds) (Note 10h)

Total long-term debt
Other liabilities:
Contributions payable (Note 10l)

Total long-term liabilities
Unamortized bond discounts, premiums,
and deferred loss on refunding
Total long-term liabilities, net
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Fiscal Year 2012
Additions

$

Deletions

-

$

(6,110,000)

Amounts
Due Within
One Year

Balance at
June 30, 2012

$

-

$

-

Fiscal Year 2011

Amounts
Due After
One Year

$

(continued)

-

Amounts
Due Within
One Year

$

6,110,000

Amounts
Due After
One Year

$

-

-

-

11,685,000

-

11,685,000

-

11,685,000

-

(219,240,000)

17,510,000

-

17,510,000

6,885,000

229,865,000

-

(36,290,000)

388,710,000

-

388,710,000

-

425,000,000

-

(11,725,000)

95,730,000

12,240,000

83,490,000

11,725,000

95,730,000

-

(1,865,000)

556,150,000

9,120,000

547,030,000

1,865,000

556,150,000

-

-

98,495,000

-

98,495,000

-

98,495,000

-

-

526,135,000

-

526,135,000

-

526,135,000

86,630,000

-

86,630,000

-

86,630,000

-

-

139,945,000

-

139,945,000

6,815,000

133,130,000

-

-

94,540,000

-

94,540,000

-

94,540,000

-

-

321,115,000

(275,230,000)

2,015,530,000

28,175,000

1,987,355,000

26,585,000

1,943,060,000

-

(3,191,732)

61,666,108

3,618,281

58,047,827

3,191,732

61,666,108

3,283,901

(3,764,950)

5,945,429

3,923,982

2,021,447

4,241,475

2,185,003

503,000

(219,000)

1,173,000

-

1,173,000

-

889,000

-

-

407,824

-

407,824

-

407,824

324,901,901

(282,405,682)

2,084,722,361

35,717,263

2,049,005,098

34,018,207

2,008,207,935

25,516,683

(10,641,675)

47,305,595

-

47,305,595

-

32,430,587

$ 350,418,584

$ (293,047,357)

$ 2,132,027,956

35,717,263

$ 2,096,310,693
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$

and

34,018,207

2011

$

2,040,638,522
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Notes

to the financial statements,

(continued)

Long-Term Liabilities, (continued)
Long-term pledged liabilities for the fiscal year ended June 30, 2012 is comprised of the following:

Fiscal
Year
Maturity
Date

Type of Pledged Revenue

Pledged
Revenue to
Maturity

Debt
Principal and
Interest Paid

Pledged
Revenue
Recognized

Pledged Net Water Revenue:
COPs and Bonds
Water Revenue COPs, Series 1998A

2028

Water Revenue COPs, Series 2002A

2032

35,020,000

11,140,569

11,140,569

Water Revenue COPs, Series 2004A

2034

698,488,725

19,843,864

19,843,864

Water Revenue Refunding COPs, Series 2005A

2022

118,133,825

17,305,563

17,305,563

Water Revenue COPs, Series 2008A

2038

1,030,766,300

29,655,900

29,655,900

Water Revenue Bonds, Series 2010A (Non-AMT Tax-Exempt)

2027

149,484,175

4,722,425

2,569,221

Water Revenue Bonds, Series 2010B (Taxable Build America Bonds)

2049

1,455,194,342

32,294,166

12,110,312

Subordinate Lien Water Revenue Refunding Bonds, Series 2011S-1

2017

105,855,800

1,898,844

1,898,844

Water Revenue Refunding Bonds, Series 2011A

2027

199,376,118

4,679,688

4,679,688

Water Revenue Refunding Bonds, Series 2011B

2031

163,102,250

2,784,975

2,784,975

$ 3,975,987,135

$ 124,881,032

$ 102,543,974

Total Pledged Net Water Revenue
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20,565,600
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and

$

2011

555,038

$

555,038

		Notes

10.

to the financial statements,

(continued)

Long-Term Liabilities, (continued)
Long-term pledged liabilities for the fiscal year ended June 30, 2011 is comprised of the following:

Fiscal
Year
Maturity
Date

Type of Pledged Revenue

Pledged
Revenue to
Maturity

Debt
Principal and
Interest Paid

Pledged
Revenue
Recognized

Pledged Net Water Revenue:

COPs and Bonds
Water Revenue Refunding COPs, Series 1997A

2012

Water Revenue COPs, Series 1998A

2028

21,120,638

555,038

555,038

Water Revenue COPs, Series 2002A

2032

386,060,515

18,384,878

18,384,878

Water Revenue COPs, Series 2004A

2034

773,432,525

20,929,425

20,929,425

Water Revenue Refunding COPs, Series 2005A

2022

136,778,913

5,580,563

5,580,563

Water Revenue COPs, Series 2008A

2038

1,060,422,200

27,790,900

26,290,900

Water Revenue Bonds, Series 2010A (Non-AMT Tax-Exempt)

2027

154,206,600

4,722,425

2,373,475

Water Revenue Bonds, Series 2010B (Taxable Build America Bonds)

2049

1,487,488,509

32,294,166

11,302,958

$ 4,025,971,225

$ 129,114,970

$ 104,274,812

Total Pledged Net Water Revenue
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$

6,461,325

Fiscal Years Ended June 30, 2012

and

$

2011

18,857,575

$

18,857,575
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10.

Notes

to the financial statements,

Long-Term Liabilities, (continued)

(a)
		

Water Revenue Refunding Certificates of Participation,
Series 1997A

On January 14, 1998, the Water Authority issued $162,315,000 of Water Revenue
Refunding Certificates of Participation, Series 1997A (the 1997A Certificates) to advance
refund $74,035,000 of the Water Revenue Certificates of Participation, Series 1991A
with stated interest rates ranging from 6.25 percent to 6.40 percent and $80,000,000
of the Water Revenue Certificates of Participation, Series 1991B with interest payable
at rates determined by auction every fifth week, not to exceed a blended rate of 6.30
percent.
On May 21, 2008, the Water Authority issued Water Revenue Certificates of Participation,
Series 2008A to refund $63,165,000 of the 1997A Certificates.
The 1997A Certificates had stated interest rates ranging from 4.75 percent to 5.75
percent payable semi-annually on May 1 and November 1. Their maturities extended
to May 1, 2012.
The 1997A Certificates require that a reserve be maintained in an amount equal to the
lesser of 10 percent of the principal amount, maximum annual debt service, or 125
percent of the average annual debt service on the 1997A Certificates. A surety bond
issued by Financial Security Assurance Inc. (FSA) in the amount of $15,196,610 has
been obtained by the Water Authority and issued in satisfaction of the requirement.
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		Notes

10.

to the financial statements,

(continued)

Long-Term Liabilities, (continued)

(b)
		

Water Revenue Certificates of Participation,
Series 1998A

On November 17, 1998, the Water Authority issued $180,000,000 of Water Revenue
Certificates of Participation, Series 1998A (the 1998A Certificates) for the design,
acquisition, and construction of the Water Authority’s Emergency Storage Project
and other water system improvements in furtherance of the Water Authority’s CIP.
On March 9, 2005, the Water Authority issued Water Revenue Refunding Certificates
of Participation, Series 2005A to refund $117,310,000 of the 1998A Certificates.
On February 4, 2010, the San Diego County Water Authority Financing Agency issued
Water Revenue Bonds, Series 2010A (Non-AMT Tax-Exempt) to refund $51,005,000 of
the 1998A Certificates.
The 1998A Certificates have stated interest rates ranging from 4.50 percent to 5.25
percent payable semi-annually on May 1 and November 1. Their maturities extend
to May 1, 2028.
The 1998A Certificates required that a reserve be maintained in an amount equal
to the lesser of $15,391,555 or maximum annual debt service on the 1998A
Certificates. After the Series 2005A refunding, the reserve requirement was reduced
to $12,240,775. At June 30, 2012, the reserve was fully funded. The certificates are
insured by Financial Guaranty Insurance Company (FGIC).
The principal balance of outstanding certificates at June 30, 2012 and 2011 were
$11,685,000 and 12,240,775, respectively. The total debt service payment requirements
with respect to the 1998A Certificates are as follows:

Water Revenue COPs, Series 1998A
Year

Principal

2013

$

-

2014

Interest
$

Total

555,038

$

555,038

555,038
555,038

2015

-

555,038

555,038

2016

-

555,038

555,038

2017

-

555,038

555,038

2018-2022

-

2,775,188

2,775,188

2023-2027

-

2,775,188

2,775,188

11,685,000
$ 11,685,000

555,034
$ 8,880,600

12,240,034
$ 20,565,600

2028
Total
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10.

Notes

to the financial statements,

Long-Term Liabilities, (continued)

(c)
		

Water Revenue Certificates of Participation,
Series 2002A

On June 5, 2002, the Water Authority issued $300,000,000 of Water Revenue Certificates
of Participation, Series 2002A (the 2002A Certificates) for the design, acquisition, and
construction of the Water Authority’s Emergency Storage Project and other water
system improvements in furtherance of the Water Authority’s CIP. A portion of the
proceeds were used to make an early payment of $12,300,000 on the Water Revenue
Certificates of Participation, Series 1991A.
On August 11, 2011, the Water Authority issued Water Revenue Refunding Bonds,
Series 2011A to advance refund $150,270,000 of the 2002A Certificates. At June 30,
2012, the amount of defeased debt outstanding of the 2002A Certificates was $0.
On September 28, 2011, the Water Authority issued Water Revenue Refunding Bonds,
Series 2011B to advance refund $62,085,000 of the 2002A Certificates.
The 2002A Certificates have stated interest rates ranging from 4.00 percent to 5.00
percent payable semi-annually on May 1 and November 1. Their maturities extend to
May 1, 2032.
The 2002A Certificates require that a reserve be maintained in an amount equal to the
lesser of $18,385,750 or maximum annual debt service on the 2002A Certificates. At
June 30, 2012, the reserve was fully funded. The certificates are insured by Municipal
Bond Insurance Association, Inc. (MBIA).
The principal balance of outstanding certificates at June 30, 2012 and 2011 were
$17,510,000 and $236,750,000, respectively. The total debt service payment
requirements with respect to the 2002A Certificates are as follows:

Water Revenue COPs, Series 2002A
Year

Principal

2013

$

-

Interest
$

Total

875,500

$

875,500

2014

-

875,500

875,500

2015

-

875,500

875,500

2016

-

875,500

875,500

2017

-

875,500

875,500

2018-2022

-

4,377,500

4,377,500

2023-2027

-

4,377,500

4,377,500

17,510,000
$ 17,510,000

4,377,500
$ 17,510,000

21,887,500
$ 35,020,000

2028-2032
Total
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10.

to the financial statements,

(continued)

Long-Term Liabilities, (continued)

(d)
		

Water Revenue Certificates of Participation,
Series 2004A

On September 29, 2004, the Water Authority issued $425,000,000 of Water Revenue
Certificates of Participation, Series 2004A (the 2004A Certificates) for the design,
acquisition, and construction of various capital projects in furtherance of the Water
Authority’s CIP. A portion of the proceeds were used to make an early payment of
$56,700,000 on the Water Revenue Certificates of Participation, Series 1991B.
On September 28, 2011, the Water Authority issued Water Revenue Refunding
Bonds, Series 2011B to advance refund $36,290,000 of the 2004A Certificates. At June
30, 2012, the amount of defeased debt outstanding of the 2004A Certificates was
$36,290,000.
The 2004A Certificates have stated interest rates ranging from 4.00 percent to 5.25
percent payable semi-annually on May 1 and November 1. Their maturities extend to
May 1, 2034.
The 2004A Certificates require that a reserve be maintained in an amount equal to the
lesser of $38,568,617 or maximum annual debt service on the 2004A Certificates. At
June 30, 2012, the reserve was fully funded. The certificates are insured by FSA.
The principal balance of outstanding certificates at June 30, 2012 and 2011 were
$388,710,000 and $425,000,000, respectively. The total debt service payment
requirements with respect to the 2004A Certificates are as follows:

Water Revenue COPs, Series 2004A
Year

Principal

2013

$

-

2014

Interest
$

Total

19,068,463

$

19,068,463

19,068,463
19,068,463

2015

-

19,068,463

19,068,463

2016

-

19,068,463

19,068,463

-

19,068,463

19,068,463

2018-2022

2017

41,425,000

91,530,913

132,955,913

2023-2027

120,560,000

75,352,500

195,912,500

2028-2032

153,870,000

42,044,500

195,914,500

2033-2034

72,855,000
$388,710,000

5,508,497
$ 309,778,725

78,363,497
$ 698,488,725

Total
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10.

Notes

to the financial statements,

Long-Term Liabilities, (continued)

(e)
		

Water Revenue Refunding Certificates of Participation, 			
Series 2005A

On March 9, 2005 the Water Authority issued $107,455,000 of Water Revenue Refunding
Certificates of Participation, Series 2005A (the 2005A Certificates) to advance refund
$117,310,000 of the Water Revenue Certificates of Participation, Series 1998A. At June
30, 2012, the amount of defeased debt outstanding of the Water Revenue Certificates
of Participation, Series 1998A was $0.
The 2005A Certificates have stated interest rates ranging from 5.00 percent to 5.25
percent payable semi-annually on May 1 and November 1. Their maturities extend to
May 1, 2022.
The 2005A Certificates require that a reserve be maintained in an amount equal to the
lesser of $10,745,500 or maximum annual debt service on the 2005A Certificates. At
June 30, 2012, the reserve requirement was fully satisfied by a Reserve Surety Policy
issued by FGIC. The 2005A Certificates are also insured by FGIC.
The principal balance of outstanding certificates at June 30, 2012 was $95,730,000,
or $98,321,776 net of unamortized loss on refunding of $5,624,208 and unamortized
premium of $8,215,984. The principal balance of outstanding certificates at June 30,
2011 was $107,455,000 or $110,300,492, net of unamortized premium of $9,051,508
and unamortized loss on refunding of $6,206,016. The total debt service payment
requirements with respect to the 2005A Certificates are as follows:

Water Revenue Refunding COPs, Series 2005A
Year

Principal

2013

$

12,240,000

Interest
$

Total

4,994,313

$

17,234,313

2014

12,605,000

4,351,713

16,956,713

2015

13,510,000

3,721,463

17,231,463

2016

13,880,000

3,012,188

16,892,188

2017

15,005,000

2,283,488

17,288,488

4,040,660
22,403,825

32,530,660
$ 118,133,825

2018-2022
Total
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28,490,000
95,730,000

$
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		Notes

10.

to the financial statements,

(continued)

Long-Term Liabilities, (continued)

(f)
		

Water Revenue Certificates of Participation,
Series 2008A

On May 21, 2008, the Water Authority issued $558,015,000 of Water Revenue
Certificates of Participation, Series 2008A (the 2008A Certificates) for the design,
acquisition, and construction of various capital projects in furtherance of the Water
Authority’s CIP. A portion of the proceeds were used to make an early payment of
$63,165,000 on the Water Revenue Refunding Certificates of Participation, Series
1997A.
The 2008A Certificates have stated interest rates ranging from 4.00 percent to 5.00
percent payable semi-annually on May 1 and November 1. Their maturities extend
to May 1, 2038.
The 2008A Certificates require that a reserve be maintained in an amount equal to
the lesser of $23,670,625 or one-half of maximum annual debt service on the 2008A
Certificates. At June 30, 2012, the reserve requirement was fully satisfied by a Reserve
Surety Policy issued by FSA. The 2008A Certificates are also insured by FSA.
The principal balance of outstanding certificates at June 30, 2012 was $556,150,000,
or $572,073,258 net of unamortized premium of $15,923,258. The principal balance
of outstanding certificates at June 30, 2011 was $558,015,000 or $574,552,658, net of
unamortized premium of $16,537,658. The total debt service payment requirements
with respect to the 2008A Certificates are as follows:

Water Revenue COPs, Series 2008A
Year

Principal

2013

$

9,120,000

Interest
$

Total

27,716,300

$

36,836,300

2014

10,920,000

27,351,500

38,271,500

2015

11,360,000

27,351,500

38,711,500

2016

13,250,000

26,805,500

40,055,500

2017

14,505,000

25,575,000

40,080,000

2018-2022

73,550,000

116,119,750

189,669,750

2023-2027

58,605,000

100,286,000

158,891,000

2028-2032

126,185,000

79,735,500

205,920,500

2033-2037

193,570,000

41,421,000

234,991,000

45,085,000
$ 556,150,000

2,254,250
$ 474,616,300

47,339,250
$ 1,030,766,300

2038
Total		
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10.

Notes

to the financial statements,

Long-Term Liabilities, (continued)

(g)
		

Water Revenue Bonds,
Series 2010A (Non-AMT Tax-Exempt)

On February 4, 2010, the SDCWAFA issued $98,495,000 of Water Revenue Bonds,
Series 2010A (Non-AMT Tax-Exempt) (the 2010A Bonds) for the design, acquisition,
and construction of various capital projects in furtherance of the Water Authority’s
CIP. A portion of the proceeds were used to refund $51,005,000 of the Water Revenue
Certificates of Participation, Series 1998A. The balance of proceeds will be used to
finance CIP projects, including interest incurred during construction.
The 2010A Bonds have stated interest rates ranging from 4.00 percent to 5.25 percent
payable semi-annually on May 1 and November 1. Their maturities extend to May 1,
2027. No debt service reserve fund was created to secure the 2010A Bonds.
The principal balance of outstanding bonds at June 30, 2012 was $98,495,000, or
$105,018,471 net of unamortized loss on refunding of $715,981 and unamortized
premium of $7,239,452. The principal balance of outstanding bonds at June 30,
2011 was $98,495,000 or $105,465,795, net of unamortized premium of $7,735,868
and unamortized loss on refunding of $765,073. The total debt service payment
requirements with respect to 2010A Bonds are as follows:

Water Revenue Bonds, Series 2010A (Non-AMT Tax-Exempt)
Year

Principal
$

2013
2014

1,570,000

Interest
$

Total

4,722,425

$

4,722,425

4,722,425
6,292,425

2015

2,560,000

4,659,625

7,219,625

2016

3,975,000

4,557,225

8,532,225

2017

4,130,000

4,398,225

8,528,225

23,465,000

19,187,825

42,652,825

62,795,000
$ 98,495,000

8,741,425
$ 50,989,175

71,536,425
$ 149,484,175

2018-2022
2023-2027
Total
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Long-Term Liabilities, (continued)

(h)
		

Water Revenue Bonds,
Series 2010B (Taxable Build America Bonds)

On February 4, 2010, the SDCWAFA issued $526,135,000 of Water Revenue Bonds,
Series 2010B (Taxable Build America Bonds) (the 2010B Bonds) for the design,
acquisition, and construction of various capital projects in furtherance of the Water
Authority’s CIP.
The 2010B Bonds have a stated interest rate of 6.138 percent payable semi-annually
on May 1 and November 1. Their maturities extend to May 1, 2049. No debt service
reserve fund was created to secure the 2010B Bonds.
The 2010B Bonds were designated as Taxable Build America Bonds (BABs) under the
provisions of the American Recovery and Reinvestment Act of 2009, the interest with
respect to which is not excluded from gross income for federal income tax purposes,
but is exempt from State of California personal income taxes. The Water Authority
receives semi-annual subsidy payments from the United States Treasury equal to 35
percent of the interest payable on the 2010B Bonds.
The principal balance of outstanding bonds at June 30, 2012 and 2011 was
$526,135,000. The total debt service payment requirements with respect to the 2010B
Bonds are as follows:

Water Revenue Bonds, Series 2010B (Taxable BABs)
Year

Principal

2013

$

-

Interest
$

Total

32,294,166

$

32,294,166

2014

-

32,294,166

32,294,166

2015

-

32,294,166

32,294,166

2016

-

32,294,166

32,294,166

2017

-

32,294,166

32,294,166

2018-2022

-

161,470,832

161,470,832

2023-2027

14,435,000

160,875,752

175,310,752

2028-2032

39,730,000

152,739,833

192,469,833

2033-2037

101,235,000

134,017,092

235,252,092

2038-2042

133,685,000

98,009,743

231,694,743

2043-2047

162,575,000

53,573,692

216,148,692

74,475,000
$ 526,135,000

6,901,568
$ 929,059,342

81,376,568
$ 1,455,194,342

2048-2049
Total
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to the financial statements,

10. Long-Term Liabilities, (continued)
(i)
		

Subordinate Lien Water Revenue Refunding Bonds,
Series 2011S-1

On July 21, 2011, the Water Authority issued $86,630,000 of Subordinate Lien Water
Revenue Refunding Bonds, Series 2011S-1 (the 2011S-1 Bonds) to refinance a portion
of the design, acquisition, and construction of various capital projects of the Water
Authority’s CIP by refunding $100,000,000 of Water Authority Commercial Paper
Notes, Series 2.
The 2011S-1 Bonds have stated interest rates ranging from 3.00 percent to 5.00 percent
payable semi-annually on January 1 and July 1. Their maturities extend to July 1, 2016.
No debt service reserve fund was created to secure the 2011S-1 Bonds.
The current refunding resulted in a difference between the reacquisition price and the
net carrying amount of the old debt of $350,102. The difference, reported in the basic
financial statements as a decrease in long-term liabilities, is being charged through
Fiscal Year 2016.
The principal balance of outstanding bonds at June 30, 2012 was $86,630,000, or
$97,528,767 net of unamortized loss on refunding of $280,082 and unamortized
premium of $11,178,849. The total debt service payment requirements with respect to
the 2011S-1 Bonds are as follows:

Subordinate Lien Water Revenue Refunding Bonds, Series 2011S-1
Year

Principal

2013

$

-

Interest
$

4,272,400

Total
$

4,272,400

2014

-

4,272,400

4,272,400

2015

-

4,272,400

4,272,400

2016

-

4,272,400

4,272,400

2017
Total
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86,630,000
86,630,000

$

2,136,200
19,225,800

Fiscal Years Ended June 30, 2012

and

$

2011

88,766,200
105,855,800
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10. Long-Term Liabilities, (continued)
(j)
		

Water Revenue Refunding Bonds,
Series 2011A

On August 11, 2011, the Water Authority issued $139,945,000 of Water Revenue Refunding
Bonds, Series 2011A (the 2011A Bonds) to refinance a portion of the design, acquisition,
and construction of various capital projects of the Water Authority’s CIP by advance
refunding $150,270,000 of the Water Revenue Certificates of Participation, Series 2002A.
The 2011A Bonds have stated interest rates ranging from 0.45 percent to 5.00 percent
payable semi-annually on May 1 and November 1. Their maturities extend to May 1, 2027.
No debt service reserve fund was created to secure the 2011A Bonds.
The net proceeds from the bond issuance were used to purchase United States Treasury
securities that were deposited in an irrevocable trust with an escrow agent to provide debt
service payments on the defeased debt until the debt matures. As a result, the refunded
debt is considered defeased and the related liabilities have been removed from the basic
financial statements.
The advance refunding resulted in a cash flow savings (difference between the cash flows
required to service the old and new debt) of $17,435,777. In addition, the advance refunding
resulted in an economic gain (difference between the present value of the debt service
payments on the old and new debt) of $13,487,249. The advance refunding resulted in a
difference between the reacquisition price and the net carrying amount of the old debt
of $12,815,001. The difference, reported in the basic financial statements as a decrease in
long-term liabilities, is being charged through Fiscal Year 2027 using the life of the new
debt, which was shorter than the remaining life of the old debt.
The principal balance of outstanding bonds at June 30, 2012 was $139,945,000, or
$143,346,505 net of unamortized loss on refunding of $12,073,084 and unamortized
premium of $15,474,589. The total debt service payment requirements with respect to the
2011A Bonds are as follows:

Water Revenue Refunding Bonds, Series 2011A
Year

Principal

2013

$

2014

6,815,000

Interest
$

6,845,000

Total

6,479,568

$

6,448,900

13,294,568
13,293,900

2015

7,185,000

6,106,650

13,291,650

2016

7,545,000

5,747,400

13,292,400

2017

7,920,000

5,370,150

13,290,150

45,600,000

20,857,600

66,457,600

58,035,000
$ 139,945,000

8,420,850
59,431,118

66,455,850
199,376,118

2018-2022
2023-2027
Total
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(k)
		

Water Revenue Refunding Bonds,
Series 2011B

On September 28, 2011, the Water Authority issued $94,540,000 of Water Revenue Refunding
Bonds, Series 2011B (the 2011B Bonds) to refinance a portion of the design, acquisition, and
construction of various capital projects of the Water Authority’s CIP by advance refunding
$62,085,000 of the Water Revenue Certificates of Participation, Series 2002A and $36,290,000 of
the Water Revenue Certificates of Participation, Series 2004A.
The 2011B Bonds have stated interest rates ranging from 3.00 percent to 5.00 percent payable
semi-annually on May 1 and November 1. Their maturities extend to May 1, 2031. No debt service
reserve fund was created to secure the 2011B Bonds.
The net proceeds from the bond issuance were used to purchase United States Treasury securities
that were deposited in an irrevocable trust with an escrow agent to provide debt service payments
on the defeased debt until the debt matures. As a result, the refunded debt is considered defeased
and the related liabilities have been removed from the basic financial statements.
The advance refunding resulted in a cash flow savings (difference between the cash flows required
to service the old and new debt) of $7,622,024. In addition, the advance refunding resulted in an
economic gain (difference between the present value of the debt service payments on the old and
new debt) of $5,185,104. The advance refunding resulted in a difference between the reacquisition
price and the net carrying amount of the old debt of $3,961,455. The difference, reported in the
basic financial statements as a decrease in long-term liabilities, is being charged through Fiscal
Year 2031 using the life of the new debt, which was shorter than the remaining life of the old debt.
The principal balance of outstanding bonds at June 30, 2012 was $94,540,000, or $102,506,818
net of unamortized loss on refunding of $3,810,381 and unamortized premium of $11,777,199.
The total debt service payment requirements with respect to the 2011B Bonds are as follows:

Water Revenue Refunding Bonds, Series 2011B
Year

Principal

2013

$

-

Interest
$

4,707,000

Total
$

4,707,000

2014

-

4,707,000

4,707,000

2015

-

4,707,000

4,707,000

2016

-

4,707,000

4,707,000

2017
2018-2022
2023-2027
2028-2031
Total
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-

4,707,000

4,707,000

35,405,000

22,671,250

58,076,250

-

14,783,750

14,783,750

59,135,000
94,540,000

7,572,250
$ 68,562,250

66,707,250
$ 163,102,250

Fiscal Years Ended June 30, 2012

and

2011
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10.

to the financial statements,

(continued)

Long-Term Liabilities, (continued)
(l)

Contributions Payable

Contributions Payable concern the Water Authority’s payment obligations for environmental and
socioeconomic impacts related to the Quantification Settlement and other connected Agreements.
These payments include contributions to the Quantification Settlement Agreement Joint Powers
Authority (QSA JPA) for environmental mitigation pursuant to the QSA JPA Creation and Funding
Agreement, and payments to the IID on behalf of the Imperial Valley Socioeconomic Improvement
Committee, the Local Entity, to mitigate third-party socioeconomic impacts of the Conserved Water
Transfer Agreement.
(1)
On April 25, 2007, the QSA JPA approved an agreement to modify the schedule
of contributions payable pursuant to the QSA JPA Creation and Funding Agreement in
order to more appropriately match environmental mitigation funding obligations. The
outstanding balance of the payment obligation at June 30, 2012 and 2011, was $46,966,108
and $47,217,841, respectively. The total contributions payable are as follows:

QSA JPA Creation and Funding Agreement
Year

Principal

2013

$

678,281

Interest
$

Total

2,817,966

$

3,496,247

2014

2,467,932

2,777,269

5,245,201

2015

2,662,795

2,629,194

5,291,989

2016

3,606,920

2,469,426

6,076,346

2017
2018-2022
2023-2026
Total
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6,001,375

2,253,011

8,254,386

14,203,612

6,973,280

21,176,892

17,345,193
46,966,108

2,360,469
$ 22,280,615

19,705,662
$ 69,246,723

Fiscal Years Ended June 30, 2012

and

2011
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Long-Term Liabilities, (continued)
(l)

Contributions Payable, (continued)
(2)
On May 14, 2007, the Water Authority and the IID executed the Settlement Agreement Resolving
Present and Future Disputes under Sections 14.5 and 18.1 of the Revised Fourth Amendment to the IID/
Water Authority Conserved Water Transfer Agreement pursuant to which the Water Authority will pay
$40 million according to a payment schedule in the Agreement for third-party socioeconomic impacts as
a result of the Conserved Water Transfer Agreement by and between the two agencies. The outstanding
balance of the payment obligation at June 30, 2012 and 2011 was $14,700,000 and $17,640,000
respectively. This obligation is non-interest bearing. The total contributions payable are as follows:

IID Third Party Socioeconomic Impacts Agreement
Year

Principal

2013

$

2,940,000

Interest
$

Total

-

$

2,940,000

2014

2,940,000

-

2,940,000

2015

2,940,000

-

2,940,000

2016

2,940,000

-

2,940,000

2017

2,940,000
$ 14,700,000

-

2,940,000
$ 14,700,000

Total		

(m)

$

Rate Covenants

Under the Water Authority Act, the Board sets water rates and charges that are sufficient to meet its operation
expenses and payment obligations. The Board has established that, exclusive of the tax revenue and debt servicing
costs associated with voter-approved general obligation bonds and other voter-approved debt, net water revenues
will equal or exceed 120 percent of senior lien debt service costs (principal and interest). The Water Authority was
in compliance with its rate obligations for Fiscal Years 2012 and 2011.

(n)

Unamortized Bond Issuance Costs

Included in noncurrent assets at June 30, 2012 and 2011 are deferred financing costs of $14,019,007 and $16,931,743,
respectively. The deferred financing costs are being amortized over the life of the related obligations.
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11. Defined Benefit Pension Plans
(a)

California Public Employees Retirement System
Plan Description
The Water Authority contributes to the California Public Employees Retirement System (CalPERS),
an agent multiple-employer public employee defined benefit pension plan. The Water Authority’s
Miscellaneous Plan is part of the Public Agency’s portion of CalPERS. CalPERS provides retirement,
disability benefits, and death benefits to plan members and beneficiaries. CalPERS acts as a common
investment and administrative agent for participating public entities within the State of California. A
menu of benefit provisions as well as other requirements is established by state statutes within the
Public Employee’s Retirement Law. The Water Authority selects optional benefit provisions from the
benefit menu by contract with CalPERS and adopts those benefits through Board approval. Requests
for copies of CalPERS’ annual financial report should be addressed to CalPERS Fiscal Services Division,
P.O. Box 942703, Sacramento, CA, 94229-2703 or www.calpers.ca.gov.

Funding Policy
Participants are required to contribute eight percent of their annual covered salary. Effective July
1, 2006, the Water Authority pays seven percent of the employees required contribution and the
employee pays the remaining one percent required contribution. For the fiscal years ended June 30,
2012 and 2011, the amount contributed by the Water Authority on behalf of the employees was (the
seven percent contribution) $1,840,079 and $1,967,249, respectively. Benefit provisions and all other
requirements are established by state statute and contracts with employee bargaining groups. The
Water Authority is required to contribute the remaining amounts necessary to fund the benefits for its
members, using the actuarial basis recommended by CalPERS actuaries and actuarial consultants, and
adopted by the CalPERS Board of Administration.
Effective July 1, 2010, Technical/Support, Professional/Administrative, Managerial/Supervisory, and
Confidential employees increased the amount they paid toward their CalPERS retirement plan by
one percent for a total contribution of two percent. Also effective July 1, 2010, Executive and Senior
Management employees increased the amount they paid by an additional 3.5 percent, for a total
contribution of 4.5 percent.
Effective July 1, 2011, Technical/Support, Professional/Administrative, Managerial/Supervisory, and
Confidential employees increased the amount they paid toward their CalPERS retirement plan by 2.5
percent for a total contribution of 4.5 percent. Executive and Senior Management employees continue
to contribute 4.5 percent.
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Defined Benefit Pension Plans, (continued)
(a)

California Public Employees Retirement System, (continued)
Annual Pension Cost and Net Pension Obligation
Under GASB Statement No. 27 Accounting for Pensions by State and Local Government Employers, an
employer reports annual pension cost (APC) equal to the annual required contribution (ARC) plus an
adjustment for the cumulative difference between the APC and the employer’s actual plan contributions
for the year. The cumulative difference is called the net pension obligation (NPO). The ARC for the period
July 1, 2011 to June 30, 2012 and July 1, 2010 to June 30, 2011 is determined by an actuarial valuation
of the plan as of June 30, 2009 and June 30, 2008 respectively. The contribution rates indicated for the
periods are 19.623 percent and 16.552 percent of payroll for the fiscal years ended June 30, 2012 and
2011, respectively. In order to calculate the dollar value of the ARC for inclusion in financial statements
prepared as of June 30, 2012, and 2011, the contribution rate of 19.623 and 16.552 percent was multiplied
by the payroll of covered employees that was actually paid during the period July 1, 2011 to June 30,
2012 and July 1, 2010 to June 30, 2011, respectively.

			
		
Fiscal Year

Three-Year Trend Information

% of APC
Contribution

APC
$

		
NPO

		

6/30/12		100%

5,190,542			$

-

		

6/30/11		100%		 4,681,887			

-

		

6/30/10		100%		 4,771,669			

-

				

For the fiscal years ended June 30, 2012 and June 30, 2011, the Water Authority’s APC and actual
contribution was $5,190,542 and $4,681,887 respectively. A summary of principal assumptions and
methods is shown below.
Methods/Assumptions for the Valuation Ended
Description

June 30, 2011

June 30, 2009

June 30, 2008

Actuarial Cost Method

Entry Age Normal Cost

Entry Age Normal Cost

Entry Age Normal Cost

Amortization Method

Level percent of payroll

Level percent of payroll

Level percent of payroll

Average Remaining Period

23 years as of the valuation date

25 years as of the valuation date

26 years as of the valuation date

Asset Valuation Method

15-year smoothed market

15-year smoothed market

15-year smoothed market

7.50% (net of administrative
expenses)
3.30% to 14.20%, depending
on age, service, and type of
employment

7.75% (net of administrative
expenses)
3.55% to 14.45% depending
on age, service, and type of
employment

7.75% (net of administrative
expenses)
3.25% to 14.45% depending
on age, service, and type of
employment

Inflation

2.75%

3.00%

3.00%

Payroll Growth

3.00%
A merit scale varying by duration
of employment coupled with an
assumed annual inflation growth
of 2.75% and annual production
growth of 0.25%

3.25%
A merit scale varying by duration
of employment coupled with
an assumed annual inflation
growth of 3.00% and an annual
production growth of 0.25%

3.25%
A merit scale varying by duration
of employment coupled with
an assumed annual inflation
growth of 3.00% and an annual
production growth of 0.25%

Investment Rate of Return
Projected Salary Increases

Individual Salary Growth
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Defined Benefit Pension Plans, (continued)
(a)

California Public Employees Retirement System, (continued)
Annual Pension Cost and Net Pension Obligation, (continued)
Initial unfunded liabilities are amortized over a closed period that depends on the plan’s date of entry
into CalPERS. Subsequent plan amendments are amortized as a level percentage of pay over a closed
20-year period. Gains and losses that occur in the operation of the plan are amortized over a rolling
period, which results in an amortization of six percent of unamortized gains and losses each year. If the
plan’s accrued liability exceeds the actuarial value of plan assets, then the amortization payment on
the total unfunded liability may not be lower than the payment calculated over a 30-year amortization
period.
The following table summarizes the Miscellaneous Plan’s funding status as reported in the Water
Authority’s most recent actuarial valuation.

						
Accrued Actuarial Value
Unfunded
Funded Ratios		
Valuation
Liability of Assets (AVA) Liability (UL)
(AVA)
Market
(a)
(b)
(a)-(b)
(b)/(a)
Value
Date
6/30/11

$ 153,217,349

$ 112,766,510

$ 40,450,839

73.6%

66.6%

Annual		
Covered		
Payroll		
(c)		

$ 28,007,790

UL as a % of
Covered
Payroll
[(a)-(b)]/(c)
144.4%

The required schedule of funding progress immediately following the Notes to the Financial Statements
presents multi-year trend information about whether the actuarial value of plan assets is increasing or
decreasing over time relative to the actuarial accrued liability for benefits.

(b)

Terminal Pay Plan
Plan Description
The Water Authority established a Terminal Pay Plan (TPP) effective December 10, 2007, which is
administered by the Water Authority’s Controller who also serves as trustee. The TPP is a defined
benefit pension plan established and governed under the Internal Revenue Code Section 401(a) that
provides retirement benefits to participants. The defined benefit is the accumulated balance of the
retiring employee’s (or a separated employee due to death) earned but unpaid vacation and sick leave
on the date of retirement. Each employee of the Water Authority who is entitled to vacation-leave pay
or sick-leave pay (under the applicable rules, regulations, and policies) is required to participate in the
TPP if the participant retires, or separates employment due to death, from the Water Authority after
reaching the age of 55.
Employees may elect benefits be disbursed from the TPP in a lump sum or in monthly installments over
a 60-month period (with no interest). As an alternative, an employee has the right to elect that all or a
portion of benefits be immediately rolled over or transferred to an individual retirement account (IRA),
a tax sheltered annuity, another tax-qualified retirement plan, or an eligible deferred compensation
plan such as a Section 457 deferred compensation plan. A separate financial report is not prepared for
the TPP.
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Defined Benefit Pension Plans, (continued)

		

(b)

Terminal Pay Plan, (continued)

Funding Policy
Contributions equal to the accumulated balance in the employee’s earned but unpaid vacation and
sick leave accounts are made by the Water Authority to the TPP for eligible employees who retire, or
separate due to death, from the Water Authority after reaching the age of 55, and are made as soon as
administratively practicable after termination of employment. Amounts held on behalf of participants are
fully vested and held in trust at all times. TPP benefits for a participant who retires, or separates due to
death, from Water Authority service are fully vested once they are accrued and the value of TPP benefits
is the amount of an employee’s earned but unpaid vacation and sick leave on the date of retirement. No
additional employee contributions are permitted. Benefits earned are accrued as compensated absences.

Distribution
If the value of benefits is over $5,000, a distribution will only be made if the employee consents before April
1st following the calendar year in which they reach age 70½. If the value of an employee’s vested benefit
is $5,000 or less on the date of retirement or separation due to death, benefits will be distributed in a
single lump sum.

Changes or Termination of Plan
The Water Authority reserves the right to amend the TPP at any time and for any reason. In the
event the TPP is terminated, no additional contributions will be made, but the persons affected
will continue to be entitled to the entire benefits under the TPP. Benefits under the TPP are
not insured by the Pension Benefit Guaranty Corporation or any other government agency.
		
Fiscal Year

ARC’s

6/30/12
6/30/11
6/30/10

		
		
		

$

714,601
227,125
397,052

Contribution
Made
$

Percentage of Required
Contributions Made

714,601
227,125
397,052

100%
100%
100%
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Other Post-Employment Benefits (OPEB)
Plan Description
The Water Authority has established a Retiree Healthcare Plan (the Plan), a single-employer defined
benefit retiree healthcare plan. The Plan, which is administered by the Water Authority, provides
employees who retire directly from the Water Authority, at a minimum age of 55, with a minimum of
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.
The Plan and its contribution requirements are established by Memoranda of Understanding with
the applicable employee bargaining units and may be amended by agreement between the Water
Authority and the bargaining units.
Employees who retire directly from the Water Authority at a minimum age of 55 with a minimum of 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. A separate financial
report is not prepared for the Plan.

Funding Policy
The annual contribution is based on projected pay-as-you-go financing requirements. For the fiscal
years ended June 30, 2012 and 2011, the Water Authority’s cash contributions were $103,260 and
$99,000 in current premiums, which covered 50 and 43 retirees or their spouses, respectively. The
estimated implied subsidy for the fiscal years ended June 30, 2012 and 2011 was $115,740 and $97,000
resulting in total payments of $219,000 and $196,000, respectively.

Annual OPEB Cost and Net OPEB Obligation
The Water Authority’s annual OPEB cost is calculated based on the ARC of the employer, an amount
actuarially determined in accordance with the parameters of GASB Statement No. 45. The ARC
represents a level of funding that, if paid on an ongoing basis, is projected to cover normal cost each
year and amortize any unfunded actuarial liabilities over a period not to exceed 30 years.
The annual OPEB cost and the net OPEB obligation at June 30, 2012 and 2011 are as follows:
			

2012

Annual required contribution

$

Interest on net OPEB obligation
Adjustment to annual required contribution
Annual OPEB cost
Contributions made
Increase in net OPEB obligation
Net OPEB obligation, beginning of year
Net OPEB obligation, end of year
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2011

529,000

$

461,000

29,000

32,000

(55,000)

(51,000)

503,000

442,000

(219,000)

(196,000)

284,000

246,000

889,000

643,000

$ 1,173,000

Fiscal Years Ended June 30, 2012

and

$

2011

889,000

73

		

12.

Notes

to the financial statements,

(continued)

Other Post-Employment Benefits (OPEB), (continued)
The following table summarizes the Retiree’s Healthcare Plan’s funding status as reported in the Water Authority’s
most recent actuarial valuation.

Schedule of Funding Progress for OPEB
				
Unfunded			
Actuarial
Actuarial		
Actuarial		
Annual
Valuation
Accrued
Value of
Accrued
Funded
Covered
Date
Liability
Assets
Liability (UAAL)
Status
Payroll
1/1/11

$ 3,933,126

$

-

$ 3,933,126

0%

UAAL
as a % of
Covered
Payroll

$ 25,670,000

15%

The Water Authority’s annual OPEB cost, the annual OPEB cost contributed, the percentage of annual OPEB cost
contributed and the net OPEB obligation as of and for the fiscal year ended June 30, 2012 and the two preceding
fiscal years were as follows:

			
		
Annual OPEB
Fiscal Year
Cost
6/30/12
6/30/11
6/30/10

$ 503,000
442,000
436,000

Three-Year Trend Information
Annual OPEB
Percentage of			
Cost
Annual OPEB
Net OPEB
Contributed
Cost Contributed
Obligation
$ 219,000
196,000
157,000

43.5%
44.3%
36.0%

$ 1,173,000
889,000
643,000

Funded Status and Funding Progress
Actuarial valuations of an ongoing plan involve estimates of the values of reported amounts and
assumptions about the probability of occurrence of events far into the future. Examples include
assumptions about future employment, mortality, and the healthcare cost trends. Amounts determined
regarding the funded status of the Plan and the annual required contributions of the employer are
subject to continual revision as actual results are compared with past expectations and new estimates
are made about the future.
The required schedule of funding progress presented as required supplementary information following
the Notes to the Financial Statements presents multi-year trend information about whether the actuarial
value of Plan assets is increasing or decreasing over time relative to the actuarial accrued liabilities for
benefits.

Actuarial Methods and Assumptions
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as
understood by the employer and the plan members) and include the types of benefits provided at the
time of each valuation and the historical pattern of sharing of benefit costs between the employer and
plan members to that point. The actuarial methods and assumptions used include techniques that are
designed to reduce the effects of short-term volatility in actuarial accrued liabilities and the actuarial
value of assets, consistent with the long-term perspective of the calculations.
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Other Post-Employment Benefits (OPEB), (continued)
A summary of principal assumptions and methods is shown below.
Methods/Assumptions for the Measurement Date

Description

January 1, 2011

January 1, 2009

Actuarial Cost Method

Entry Age Normal Cost

Entry Age Normal Cost

Amortization Method

Level percent of payroll over 30 years on
a closed basis effective June 30, 2007

Level percent of payroll over 30 years on
a closed basis effective June 30, 2007

Average Remaining Period

26 years as of the valuation date

28 years as of the valuation date

Method and Plan Changes

Amortized as level percentage of pay
over fixed 20 years

Amortized as level percentage of pay
over fixed 20 years

Assumption Changes and
Experience Gains/Losses

Amortized as a level percentage of pay
over a fixed 15 years

Amortized as a level percentage of pay
over a fixed 15 years

Funding Policy

Pay-as-you-go benefit payments

Pay-as-you-go benefit payments

Discount Rate

5.00% per annum

5.00% per annum

Projected Salary Increases

3.25% per annum, in aggregate

3.25%, Merit increases – CalPERS 19972002 Experience Study

Inflation

3.00%

3.00%

Number of active plan
participants

252

252

HMO

8.0% reduced by increments to an ultimate
rate of 4.5% per year at 2019 and later years

7.8% reduced by increments to an ultimate
rate of 4.5% per year at 2017 and later years

PPO

8.5% reduced by increments to an ultimate
rate of 4.5% per year at 2020 and later years

8.3% reduced by increments to an ultimate
rate of 4.5% per year at 2017 and later years

Annual healthcare cost trend rates:
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Deferred Compensation Plans and Defined Contribution Plans
The Water Authority Board of Directors has adopted deferred compensation plans and defined contribution plans
(the Plans) in accordance with Sections 457(f) and 401(a), respectively, of the Internal Revenue Code. The Water
Authority Board of Directors has discretion to amend the Plans. These plans permit all eligible employees to defer,
either pre-tax or post-tax, a portion of their salary until future years. During Fiscal Year 2012, the Water Authority
conducted a competitive process to select a new provider for the employees deferred compensation defined
contribution plans. As a result of the process, the Water Authority transitioned from Hartford to TIAA-CREF. The
plan providers for the Water Authority at June 30, 2012 are TIAA-CREF and ICMA.
Participation in the 457 plan is not required and employee contributions may be modified from time to time at the
employee’s direction. Employees eligible for the 401A plan must contribute an irrevocable mandatory minimum
of three percent up to a maximum of 20 percent of salary to the plan. The Water Authority makes an annual
contribution to the 401A plan on behalf of Senior and Executive Managers as specified in the compensation plans.
Contributions to the Plans and interest earnings are immediately 100 percent vested. Benefits depend solely on the
amounts contributed to the Plans plus investment earnings.
Plan contributions and earnings are not available to employees until termination, retirement, death, disability,
or an unforeseeable emergency. All assets and income of the Plans are held in trust for the exclusive benefit of
plan participants and their beneficiaries. The deferred compensation plans are not considered part of the Water
Authority’s financial reporting entity. Employee contributions to the Plans were $447,946 and $457,378 and
employer contributions were $77,300 and $79,350 for Fiscal Years 2012 and 2011, respectively.

14.

Insurance
The Water Authority is a participant in the Special District Risk Management Authority (SDRMA) pooled insurance
program and obtains coverage for general liability, errors and omissions, employment practices liability, auto,
property, boiler and machinery, and crime and fidelity coverage through the program. SDRMA liability coverage is
$45.0 million per occurrence with a $50,000 deductible per occurrence. Property coverage is provided with a $1.0
billion per occurrence and aggregate coverage limit and a sub-limit of $100.0 million per occurrence for boiler
and machinery coverage. Property and boiler and machinery coverage have a $25,000 deductible per occurrence.
Liberty Mutual provides workers’ compensation coverage per California statutory limits with $1.0 million per
occurrence employer’s liability coverage. There is no deductible per occurrence.
The amount of claims settlements did not exceed insurance coverage for the past three fiscal years for all coverage
types, individually and collectively.
In 1999, the Water Authority entered into an Owner Controlled Insurance Program (OCIP) to provide workers’
compensation and general liability insurance to the contractors, and professional liability, pollution liability, and
builders risk for the Emergency Storage Project. In Fiscal Year 2009, the Water Authority obtained an extension
of the OCIP at a cost of $15.0 million to cover the San Vicente Dam raise through Fiscal Year 2013. The OCIP
also maintains a loss deductible account that is adjusted annually based upon loss experience and is capped at
$9.1 million. Payments to the loss account are adjusted annually based on loss experience. The general liability
deductible is $250,000 per occurrence. The primary policy coverage limit is $2.0 million per occurrence and $4.0
million in aggregate with excess liability coverage to $100.0 million aggregate and total coverage limit. The
workers’ compensation program provides full statutory coverage with a $250,000 deductible for each occurrence.
The builders risk insurance has a variable deductible depending on the construction type and has a $50.0 million
per occurrence maximum coverage limit.
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Jointly Governed Organization
The Water Authority’s payment of specific environmental mitigation costs are being made to the QSA JPA, which
reviews and approves actual expenditures for required mitigation and environmental costs. The QSA JPA is
administered by the Water Authority and is made up of the Water Authority, IID, CVWD, and the State of California’s
Department of Fish and Game. The QSA JPA board is comprised of one member from each participating entity.

16.

Commitments and Contingencies
(a)

Construction Projects

The Water Authority had material commitments under construction contracts as of June 30, 2012 and 2011 as
follows:

		

Project Name

		 San Vicente Dam Raise

$

53,270,210

		 Miramar Hill to Scripps Ranch Reline
		 Lake Hodges Emergency Storage Project Pumped Storage
			

Total

(b)

FY 2011		

FY 2012
$

108,861,410

280,918

18,964,750

2,040,118

-

$ 55,591,246

$ 127,826,160

Litigation

The Water Authority is subject to lawsuits and claims, which arise out of the normal course of business. In the
opinion of management, based upon the opinion of legal counsel, the disposition of such actions of which it
is aware will not have a material effect on the financial position, results of operations, or liquidity of the Water
Authority.

17.

Restatement
Cash and cash equivalents as of June 30, 2010 and for the year ended June 30, 2011 have been restated as follows:

Beginning cash and cash equivalents, at June 30, 2010, as previously reported		

$

Restatement to deduct investments not meeting the definition of cash equivalents

916,301,169
(583,898,364)

Beginning cash and cash equivalents, at June 30, 2010, as restated		
Net decrease in cash and cash equivalents, for the year ended June 30, 2011,
as previously reported		

$

$

Increase in cash flows from investing activities		
Net decrease in cash and cash equivalents, at June 30, 2011, as restated		

332,402,805

(118,186,022)
4,901,008

$

(113,285,014)

Cash and cash equivalents were restated by $583,898,364 to properly exclude investments not meeting the definition of cash equivalents.
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18.

Notes

to the financial statements,

(continued)

Subsequent Events
On September 27, 2012, the Water Authority released the proposed Water Purchase Agreement (WPA) for Carlsbad
Desalination water. The Board of Directors is expected to make a final decision on the WPA by the end Calendar
Year 2012.

78

Page 608 of 656

CAFR

Fiscal Years Ended June 30, 2012

and

2011

		Required

supplementary information

The required schedule of funding progress below shows the recent history of the actuarial value of assets, actuarial
accrued liability, their relationship, and the relationship of the unfunded actuarial accrued liability (UAAL) to
payroll.
Schedule of Funding Progress for CalPERS
			
Unfunded
			
Actuarial
Actuarial
Actuarial
Accrued			
Accrued
Value of
Liability
Funded Ratios		
Valuation
Liability
Assets (AVA)
(UAAL)
(AVA)
Market
Date
(a)
(b)
(a)-(b)
(b)/(a)
Value

Annual
Covered
Payroll
(c)

UAAL
as a % of
Covered Payroll
[(a)-(b)]/(c)

6/30/11

$ 153,217,349

$ 112,766,510

$ 40,450,839

73.6%

66.6%

$ 28,007,790

144.4%

6/30/10

144,117,822

102,303,197

41,814,625

71.0%

56.3%

28,920,921

144.6%

6/30/09

132,508,162

92,359,485

40,148,677

69.7%

50.8%

28,576,413

140.5%

The required schedule of funding progress below presents multi-year trend information about whether the actuarial
value of plan assets is increasing or decreasing over time relative to the actuarial accrued liabilities for benefits.

			
Actuarial
Actuarial		
Accrued
Value of
Valuation
Date
Liability
Assets
1/1/11

$ 3,933,126

1/1/09
1/1/07

Annual
Covered
Payroll

UAAL
as a % of
Covered Payroll

-

$ 3,933,126

0%

$ 25,670,000

15%

2,997,000

-

2,997,000

0%

23,732,000

13%

2,316,000

-

2,316,000

0%

22,985,000

10%
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San Diego County Water Authority
Budgetary Comparison Schedule
For the Fiscal Year Ended June 30, 2012 - Budgetary Basis
						
						
			
Final Budget
Actual Amounts (1)
Net Water Sales Revenue
Water Sales 		
Water Purchases & Treatment
Total Net Water Sales Revenue

$

Revenues and Other Income
Infrastructure Access Charges
Property Taxes & In-Lieu Charges
Investment Income
Hydroelectric Revenue
Other Income
Capital Contributions:
Capacity Charges
Water Standby Availability Charges
Contributions in Aid of
		
Capital Improvement Program (CIP)
Total Revenues and Other Income

434,683,593
(308,237,029)
126,446,564

$

443,347,502
(312,446,563)
130,900,939

Variance with
Final Budget
Positive (Negative)
$

8,663,909
(4,209,534)
4,454,375

27,700,000
10,194,800
6,230,000
900,000
24,970,960

27,700,326
9,882,362
3,676,795
1,306,992
16,490,474

326
(312,438)
(2,553,205)
406,992
(8,480,486)

10,576,000
11,105,000

11,098,619
11,240,988

522,619
135,988

6,760,000
98,436,760

4,533,844
85,930,400

(2,226,156)
(12,506,360)

Net Water Sales Revenue and			
Revenues and Other Income, net
224,883,324
216,831,339

(8,051,985)

Expenses
Stored Water Purchases
Debt Service 		
QSA Mitigation
Hodges Pumped Storage
Equipment Replacement
Other Expenses
Operating Departments/Programs (Note 4)
Total Expenses

3,190,000
138,437,000
6,025,000
2,786,948
696,238
13,394,960
43,490,186
208,020,332

136,175,339
6,024,803
67,682
508,226
2,912,805
39,184,949
184,873,804

3,190,000
2,261,661
197
2,719,266
188,012
10,482,155
4,305,237
23,146,528

16,862,992

31,957,535

15,094,543

CIP Expenses

214,447,904

129,239,117

85,208,787

Change in Net Assets - Budgetary Basis

(197,584,912)

(97,281,582)

100,303,330

Add Adjustments - Full Accrual (Note 5)

146,597,175

146,597,175

-

(50,987,737)

49,315,593

100,303,330

1,294,411,715

1,294,411,715

-

$ 1,243,423,978

$ 1,343,727,308

Net Revenues Before CIP Expenses

Change in Net Assets - GAAP Basis
Net Assets at Beginning of Year
Net Assets at End of Year

$

100,303,330

Note:
(1) Actual amounts have been adjusted to more accurately compare it to the adopted multi-year budget which is prepared on a modified accrual basis.
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General Manager’s Adopted Multi-Year Budget
In June 2012, the Board of Directors (Board) adopted a $1.4 billion budget for the Fiscal Years 2012 and 2013. The
Water Authority adheres to the budget policies and budgetary controls adopted by the Board for the fiscal years
ended June 30, 2012 and 2013. The schedule on page 81 presents the first year of the General Manager’s Adopted
Multi-Year Budget and compares it to actual amounts as presented on a modified accrual basis, which is different
than the amounts presented on the Statements of Revenues, Expenses, and Changes in Net Assets for the fiscal
year ended June 30, 2012.

2.

Budgetary Controls
The Board, by resolution, has established budgetary controls and made a total appropriation for expenses consistent
with the adopted budget. The total appropriation adopted by the Board establishes the legal expenses limit for
the Water Authority. The Board, by resolution, has delegated to the General Manager authority to make budget
adjustments as necessary within a limit of $150,000 subject to the total appropriation limit. Budget adjustments in
excess of $150,000 or increases in the total appropriation limit must be approved by the Board.

3.

Budget Process
The Board adopts a multi-year operating and capital improvement program budget prior to every other fiscal
year. The Board approves total budgeted appropriations and any amendments to the appropriations throughout
the two-year period. The General Manager views the budget as an essential tool for proper financial management
and holds a series of budget hearings through the Administrative and Finance Committee. The budget process
includes presentations of key assumptions in the budget development and provides for questions and comments
from the Board to the Water Authority staff. The Finance Department leads the effort in developing the budget and
is responsible for monitoring and reporting to the Board.

4.

Operating Departments/Programs

					
					
			
Final Budget
Actual Amounts (1)
Operating Departments/Programs
Administrative Services
Colorado River Program
Engineering		
Finance		
General Counsel
General Manager & Board of Directors
Human Resources
MWD Program
Operations & Maintenance
Public Outreach & Conservation
Water Resources
Total Operating Departments/Programs

$

$

5,638,715
1,254,208
3,363,825
2,237,064
3,070,190
2,523,881
1,372,715
1,708,626
14,396,641
4,032,963
3,891,358
43,490,186

$

$

5,348,894
962,915
3,138,459
1,950,457
3,792,430
2,156,784
1,021,084
1,557,874
12,893,455
3,193,108
3,169,489
39,184,949

Variance with
Final Budget
Positive (Negative)
$

$

289,821
291,293
225,366
286,607
(722,240)
367,097
351,631
150,752
1,503,186
839,855
721,869
4,305,237

(1) Actual amounts have been adjusted to more accurately compare it to the adopted multi-year budget which is prepared on a modified accrual
basis.
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Reconciliation of Adjustments
Budgetary Basis

Adjustments

GAAP Basis

Revenues and Other Income
Investment Income

$

Hydroelectric Revenue

3,676,795
1,306,992

Other Income
Total Revenues and Other Income

$

1,534,599

$

(1,306,992)

5,211,394
-

16,490,474

1,306,992

17,797,466

21,474,261

1,534,599

23,008,860

136,175,339

(62,213,823)

73,961,516

Expenses
Debt Service

6,024,803

(6,024,803)

-

Hodges Pumped Storage

QSA Mitigation

67,682

(67,682)

-

Equipment Replacement

508,226

(508,226)

-

2,912,805

2,960,312

5,873,117

39,184,949

(1,674,986)

37,509,963

-

51,705,749

51,705,749

Total Expenses

184,873,804

(15,823,459)

169,050,345

Net Revenues Before CIP Expenses

(163,399,543)

17,358,058

(146,041,485)

CIP Expenses

129,239,117

(129,239,117)

-

$ (292,638,660)

$ 146,597,175

Other Expenses
Operating Departments/Programs
Depreciation and Amortization

Change in Net Assets

6.

$

(146,041,485)

Monthly Financial Reporting
In keeping with published best financial management practices, the Finance Department provides monthly financial
reports to the Board which includes monitoring of Water Purchases and Water Sales in acre feet and dollars, a
narrative and schedule which compares actual expenses to the budgeted amounts. These reports are prepared to
ensure the Board receives timely information on the financial progress of the Water Authority for consideration in
decision making. Please also see the schedule prepared on a budgetary basis that compares the adopted budget
to actual expenses on page 81. Although this statement is optional for Enterprise Funds, it is a recommended
best practice in professional accounting organizations and in keeping with the Water Authority’s commitment
for transparency in financial reporting and disclosure. In addition, along with the schedule, a reconciliation of the
budgetary schedule and the audited financial statements as well as a variance analysis is provided.
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This section of the San Diego County Water Authority’s Comprehensive Annual Financial Report (CAFR) presents
historical information as a context for understanding the Financial Statements, Notes to the Financial Statements,
and Required Supplementary Information.
Contents........................................................................................................................................Page
Financial Trends..................................................................................................................................................................86
These tables and charts contain trend information to help the reader understand how the Water Authority’s financial
performance has changed over time.
Revenue Capacity...............................................................................................................................................................92
These tables and charts contain information to help the reader assess the Water Authority’s most significant revenue
sources.
Debt Capacity......................................................................................................................................................................98
These tables and charts present information to help the reader assess the ability of the Water Authority to pay debt
service on outstanding debt.
General Information....................................................................................................................................................... 102
These tables and charts contain service and infrastructure data to help the reader understand how information in its
financial report relates to Water Authority provided services and activities.
Demographic and Economic Information............................................................................................................. 103
These tables offer demographic and economic indicators to help the reader understand the environment in which the
Water Authority’s financial activities take place.
Note: Unless otherwise noted, the information in these schedules is derived from the Water Authority’s comprehensive annual financial
statements for the relevant year.
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TABLE 1, Net Assets
Last 10 Fiscal Years

Fiscal
Year

Invested in
Capital Assets,
Net of Related Debt

Restricted for
Construction
Projects

Restricted for
Debt Service

Unrestricted

Total Net
Assets

Changes in
Net Assets

% of Change
in Net Assets

2012

$ 990,856,054

$ 133,157,019

$ 675,910

$ 219,038,325

$ 1,343,727,308

$ 49,315,593

3.8%

2011

976,570,300

121,172,255

586,217

196,082,943

1,294,411,715

38,809,920

3.1%

2010

954,037,294

115,506,824

597,315

185,460,362

1,255,601,795

48,261,746

4.0%

2009

964,225,706

79,790,128

614,622

162,709,593

2008

873,060,643

97,515,721

637,302

159,829,872

1,207,340,049

(1)

76,296,511

6.7%

1,131,043,538

(1)

55,277,185( 2)

5.5%

67,531,849

7.2%

43,578,846

4.9%

2007

523,870,502

377,044,103

69,195,142

32,198,811

1,002,308,558

2006

540,181,424

289,266,824

69,195,142

36,133,319

934,776,709

(1)

2005

303,522,426

447,808,344

69,195,142

70,671,951

891,197,863

31,484,030

3.7%

2004

553,641,421

185,705,999

55,106,344

65,260,069

859,713,833

38,634,221

4.7%

2003

344,847,538

285,556,306

55,106,344

135,569,424

821,079,612

63,575,969

8.4%

Notes:
(1) Net assets at June 30, 2009 and 2008 were restated to reflect the capitalization of project costs. Net assets at June 30, 2008 and 2006 were
restated to reflect the cancellation of projects.
(2) Net assets at June 30, 2008 were restated for an increase of $73,457,795.

TABLE 2, Revenues and Capital Contributions by Source
Last 10 Fiscal Years
Operating Revenues
Fiscal
Year

Water
Sales

(1)

Nonoperating Revenues

Other
Revenues

Total
Operating
Revenues

Property
Taxes

In-Lieu
Charges

Infrastructure
Access
Charges

Investment
Income

$ 1,519,525

$ 444,867,027

$ 8,240,009

Other, net

$ 1,642,353

$ 27,700,326

$ 5,211,394

$ 16,277,941

1,583,467

24,507,570

6,960,755

19,250,470

1,630,065

21,241,060

5,217,031

7,100,636
5,396,592

(2)

2012

$ 443,347,502

2011

382,922,036

634,572

383,556,608

8,071,041

2010

387,871,218

4,965,060

392,836,278

8,341,559

2009

359,951,622

3,608,350

363,559,972

8,760,552

1,706,932

19,389,790

18,507,476

2008

343,455,834

9,500,104

352,955,938

8,608,767

1,694,569

17,457,819

22,163,684

341,694

2007

343,081,511

-

343,081,511

8,009,243

580,364

16,188,099

28,966,917

7,592,838

2006

299,083,926

-

299,083,926

3,645,182

(4)

408,745

13,863,726

16,607,792

4,082,256

2005

271,465,862

-

271,465,862

845,429

(4)

1,308,433

11,947,760

15,735,372

8,725,610

2004

298,467,548

-

298,467,548

7,496,127

1,215,828

11,015,856

7,132,420

1,811,677

2003

283,043,676

-

283,043,676

6,968,758

1,110,350

10,091,269

19,954,975

993,914

(3)

Notes:
(1) Includes readiness-to-serve and capacity charges assessed by the Metropolitan Water District (MWD).
(2) The City of San Diego elects to pay in-lieu charges rather than the tax levy. This calculation is based on prior year assessed valuation.
(3) Proposition 1A Borrowing by the State of California of $688,268 in Fiscal Year 2010 was recognized as tax revenues in the fiscal year for
which they were levied.
(4) Net of Educational Revenue Augmentation Fund (ERAF) shift of $5,787,380 in Fiscal Year 2006 and $5,787,380 in Fiscal Year 2005. In Fiscal
Year 2006 the Water Authority also received a refund of $2,078,444 from the State of California for over-collected amounts from Fiscal Year
2005.
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Total Net Assets, in Millions ($)
1,400.0
1,200.0

200.0

$1,343.7

$1,294.4

$1,255.6

$1,131.0

$1,002.3

$934.8

$859.7

400.0

$821.1

600.0

$891.2

800.0

$1,207.3

1,000.0

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012
Fiscal Year

TABLE 2, Revenues and Capital Contributions by Source
Last 10 Fiscal Years, (continued)
Capital Contributions
Total
Nonoperating
Revenues

Capacity
Charges

Water Standby
Availability
Charges

Contributions in
Aid of
Capital Assets

Total Capital
Contributions

Total Revenues &
Capital
Contributions

$ 59,072,023

$ 11,098,619

$ 11,240,988

$ 4,533,844

$ 26,873,451

$ 530,812,501

60,373,303

10,321,076

11,255,132

913,097

22,489,305

466,419,216

43,530,351

10,298,928

11,240,386

4,087,011

25,626,325

461,992,954

53,761,342

13,265,608

11,311,384

25,027,314

49,604,306

466,925,620

50,266,533

23,883,745

11,256,386

3,986,450

39,126,581

442,349,052

61,337,461

31,081,264

11,140,380

1,581,070

43,802,714

448,221,686

38,607,701

33,869,853

10,942,483

2,001,506

46,813,842

384,505,469

38,562,604

23,458,571

10,796,776

3,174,671

37,430,018

347,458,484

28,671,908

27,020,944

10,702,066

(349,133)

37,373,877

364,513,333

39,119,266

26,305,264

10,743,061

11,079,371

48,127,696

370,290,638

Total Revenues and Capital Contributions by Source, in Millions ($)
600.0
500.0
$530.8

$466.4

$462.0

$466.9

$442.3

$448.2

$347.5

100.0

$364.5

200.0

$370.3

300.0

$384.5

400.0

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012
Fiscal Year
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Interest
Expense (1)

Other, net

TABLE 3, Operating Expenses
Last 10 Fiscal Years
Operating Expenses by Function
Fiscal
Year
2012

Cost of
Water Sold

Operations &
Maintenance

$ 312,446,563

$ 16,800,991

Planning

General &
Administrative

Depreciation &
Amortization

Total
Operating
Expenses

$ 7,163,795

$ 13,545,177

$ 51,705,749

$ 401,662,275

$ 73,961,516

$ 5,873,117

2011

275,099,372

16,576,465

9,754,403

13,238,715

37,364,821

352,033,776

67,886,725

7,688,795

2010

291,385,187

15,482,609

8,642,260

15,270,175

30,657,250

361,437,481

38,982,442

13,311,285

2009

269,835,859

17,409,496

10,004,616

15,309,407

30,038,388

342,597,766

40,828,498

7,202,845

2008

262,538,493

14,475,780

8,882,047

13,561,452

28,480,207

327,937,979

52,170,107

6,963,781

2007

266,349,351

13,935,397

7,796,355

12,791,751

23,778,986

324,651,840

49,278,087

6,759,910

2006

233,690,170

11,573,131

7,116,647

10,945,133

22,057,478

285,382,559

36,305,443

3,602,413

2005

216,631,544

12,572,374

6,762,765

11,932,626

21,388,027

269,287,336

46,109,407

577,711

2004

241,136,768

9,542,063

5,249,187

10,583,270

17,893,779

284,405,067

29,103,901

12,371,143

(2)

2003

224,346,665

9,056,787

4,862,234

10,882,675

17,644,556

266,792,917

25,603,186

14,317,565

(3)

Notes:
(1) Net of interest expense incurred during construction, “capitalized interest”.
(2) Includes a refund of $11,990,000 from the Operating Fund reserve to member agencies to comply with the reserve policy.
(3) Includes a refund of $14,000,000 from the Operating Fund reserve due to a change in the Operating Fund reserve policy decreasing the
maximum ending balance to 45 days.

TABLE 4, Operating Department/Program Expenses by Major Expense Category
Last 10 Fiscal Years

Other
Expenses

Capitalized
Overhead

Total Operating
Departmental/
Programmatic
Expenses

Labor &
Benefits

Outside
Services

Supplies,
Utilities,
Insurance

2012

$ 30,342,606

$ 8,759,265

$ 2,584,696

$ 2,270,811

$ (6,447,415)

$ 37,509,963

2011

30,972,738

9,928,970

3,078,911

1,491,077

(5,902,113)

39,569,583

2010

30,934,843

8,588,898

2,614,997

1,622,306

(4,366,000)

39,395,044

2009

30,579,263

11,880,022

3,491,169

3,733,747

(6,960,682)

42,723,519

2008

27,488,581

9,908,019

2,807,336

1,937,361

(5,222,018)

36,919,279

2007

26,002,349

8,789,610

3,282,717

1,925,411

(5,476,584)

34,523,503

2006

22,671,426

7,957,341

2,933,346

1,690,382

(5,617,584)

29,634,911

2005

20,973,393

9,372,642

3,307,774

1,913,736

(4,299,780)

31,267,765

2004

18,377,226

7,224,945

2,425,344

1,646,785

(4,299,780)

25,374,520

2003

16,071,050

7,875,041

2,549,110

1,637,495

(3,331,000)

24,801,696

Fiscal
Year

Notes:
(1) Excludes equipment purchases.
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(continued)

TABLE 3, Operating Expenses
Last 10 Fiscal Years, (continued)

Total Expenses, in Millions ($)

Total
Nonoperating
Expenses

Total
Expenses

$ 79,834,633

$ 481,496,908

75,575,520

427,609,296

52,293,727

413,731,208

400.0

48,031,343

390,629,109

300.0

59,133,888

387,071,867

200.0

56,037,997

380,689,837

39,907,856

325,290,415

46,687,118

315,974,454

41,475,044

325,880,111

39,920,751

306,713,668

600.0

2007

2008

2009

2010

2011

$481.5

$427.6

2006

$413.7

2005

$390.6

$325.3

2004

$387.1

$316.0

2003

$380.7

$325.9

100.0

$306.7

500.0

2012

Fiscal Year
Total
Expenses

2008

2010

2011

$37.5

$42.7

2009

$39.6

2007

$39.4

2006

$36.9

2005

$34.5

2004

$29.6

2003

$31.3

$25.4

45.0
40.0
35.0
30.0
25.0
20.0
15.0
10.0
5.0
-

$24.8

Total Operating Department/Program Expenses, in Millions ($)

2012

Fiscal Year
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(continued)

TABLE 5, Capital Assets, (Revised)
Last 10 Fiscal Years
Non-Depreciable Capital Assets
Fiscal
Year

(1)

Construction in
Progress (2)

Total
Non-Depreciable
Capital Assets
$666,671,993

Land

Easements

Mitigation
Banks

2012

$19,291,657

$7,301,686

$2,644,029

$637,434,621

2011

16,833,637

7,301,686

2,644,029

520,058,635

546,837,987

2010

16,421,418

1,023,887

2,644,029

1,200,331,306

1,220,420,640

Notes:
(1) In Fiscal Year 2012, the categorization of non-depreciable and depreciable capital assets was updated. For comparative purposes, Fiscal Years
2010 and 2011 have been updated.
(2) Construction in Progress has been restated to include Work in Progress.
(3) Depreciable assets less accumulated depreciation and amortization.

TABLE 5, Capital Assets
Last 10 Fiscal Years
Capital Assets Not Depreciated

Fiscal
Year

Land

(1)

Construction in
Progress

Water Systems

Work in
Progress

Total Capital
Assets Not
Depreciated

Olivenhain
Dam

Water
Transportation
Pipelines

Pumping Plants
& Facilities

2009

13,128,344

1,302,928,098

(2)

749,017

1,316,805,459

175,971,199

994,213,762

173,706,256

2008

13,283,900

1,051,556,553

(2)

612,973

1,065,453,426

175,971,199

960,401,118

171,651,588

2007

13,283,900

720,889,855

977,807

735,151,562

175,971,199

928,406,598

168,533,417

2006

13,193,281

480,320,115

(2)

367,223

493,880,619

175,971,199

907,651,466

137,664,442

2005

11,667,917

323,383,524

-

335,051,441

175,971,199

848,440,047

149,456,005

2004

11,667,917

298,520,667

-

310,188,584

175,971,199

798,800,178

115,742,495

2003

8,560,585

404,863,991

-

413,424,576

-

791,296,280

74,573,801

Notes:
(1) Includes land used for environmental mitigation.
(2) Construction in progress at June 30, 2009 and 2008 weas restated to reflect the capitalization of project costs; at June 30, 2008 and 2006,
was restated to reflect the cancellation of projects.
(3) Includes vehicles, computers, office equipment, furniture, and fixtures.
(4) Intangible assets are reclassified to Capital Assets beginning with Fiscal Year 2006.
(5) Depreciable assets less accumulated depreciation and amortization.
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TABLE 5, Capital Assets, (Revised), (continued)
Depreciable Capital Assets
Pipelines &
Dams

Facilities

$1,645,493,121

$635,616,230

1,629,816,278

622,504,085

1,188,379,660

436,476,504

(1)

Equipment

Computer
Systems
Software

Participation
& Capacity
Rights

Total
Depreciable
Capital Assets

Accumulated
Depreciation/
Amortization

Depreciable
Capital
Assets, Net (3)

Net
Capital
Assets

$32,307,160

$4,995,235

$491,565,179

$2,809,976,925

$(384,901,910)

$2,425,075,015

$3,091,747,008

31,694,365

3,253,579

482,042,703

2,769,311,010

(334,288,815)

2,435,022,195

2,981,860,182

24,800,078

3,253,579

258,678,630

1,911,588,451

(296,923,994)

1,614,664,457

2,835,085,097

TABLE 5, Capital Assets
Last 10 Fiscal Years, (continued)

Treatment
Plants
& Facilities

Automobiles &
Miscellaneous
Equipment (3)

Intangible
Assets (4)

Total
Other Capital
Assets

Accumulated
Depreciation/
Amortization

Depreciable
Capital
Assets, Net (5)

Net
Capital
Assets

25,620,355

55,068,680

135,988,876

1,560,569,128

(272,182,244)

1,288,386,884

2,605,192,343

25,620,355

56,100,131

105,829,841

1,495,574,232

(245,651,212)

1,249,923,020

2,315,376,446

25,620,355

58,198,582

99,052,528

1,455,782,679

(220,903,739)

1,234,878,940

1,970,030,502

25,620,355

56,674,342

69,532,528

1,373,114,332

(196,968,527)

1,176,145,805

1,670,026,424

25,620,355

35,402,318

-

1,234,889,924

(174,036,504)

1,060,853,420

1,395,904,861

25,620,355

30,463,915

-

1,146,598,142

(154,495,721)

992,102,421

1,302,291,005

25,620,355

28,908,254

-

920,398,690

(138,719,779)

781,678,911

1,195,103,487

Net Capital Assets, in Millions ($)
$3,500.0
$3,000.0
$2,500.0
$2,835.1

$2,981.9

$3,091.7

2005

$2,605.2

2004

$2,315.4

2003

$1,670.0

$1,395.9

$500.0

$1,302.3

$1,000.0

$1,195.1

$1,500.0

$1,970.0

$2,000.0

2009

2010

2011

2012

$-
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TABLE 6, Schedule of Rates and Charges
Last 10 Calendar Years (1)			
Metropolitan Water District
Supply Charges

Calendar
Year

Full Service
Tier 1

(3)

Full Service
Tier 2

(3)

Interim
Agricultural
Water Program

(4)

(2)

Surface
Storage
Operating
Agreement

(5)

Special
Agricultural
Water Rate

(6)

Replenishment
Water Rate

UTR

TR

UTR

TR

UTR

TR

UTR

TR

UTR

TR

UTR

TR

2012

$ 638

$ 872

$ 686

$ 922

$ 537

$ 765

-

-

$ 560

$ 794

$ 442

$ 651

2011

597

812

652

867

482

687

-

-

527

742

409

601

532

747

594

809

416

615

-

-

484

699

n/a

n/a

532

747

564

732

394

587

-

-

484

699

n/a

n/a

2009

463

631

528

696

322

465

-

-

412

580

n/a

n/a

2008

390

554

449

606

261

394

320

484

-

-

n/a

n/a

2007

365

512

427

574

241

364

295

442

-

-

n/a

n/a

2006

360

485

427

552

241

339

290

415

-

-

n/a

n/a

2005

349

461

412

524

241

329

279

391

-

-

n/a

n/a

2004

326

418

407

499

236

304

256

348

-

-

n/a

n/a

2003

326

408

407

489

236

294

256

338

-

-

n/a

n/a

2010
2009

(13)

(7)

Notes:
(1) All rates are calendar year except for the water standby charge, which is fiscal year and Surface Storage Operating Agreement (SSOA) rates,
which apply from October 1 through April 30.
(2) Effective January 1, 2003, Metropolitan Water District (MWD) separated its full service rates into Tier 1 and Tier 2 components. In addition,
the Water Authority implemented a rate structure resulting in a reduced water rate per acre-foot, a new transportation charge, and two fixed
charges:
- The customer service charge is allocated to member agencies based on each agency’s three-year rolling average of all deliveries. It recovers
operating and capital costs associated with the overall functioning of the Water Authority.
- The storage charge is allocated to member agencies based on a pro-rata share of each agency’s three-year rolling average of nonagricultural deliveries, and recovers costs associated with the Emergency Storage Project.
(3) Reflects Municipal and Industrial (M&I) Supply rates per acre-foot of water before SSOA and seasonal storage credits given by MWD. A
melded untreated supply rate was implemented in Calendar Year 2005 and a melded treatment rate was implemented in Calendar Year 2006,
which blend the costs of different supply and treatment sources. Supply rates include Water Authority charges prior to the rate restructuring
effective January 1, 2003.
(4) Reflects MWD treated Interim Agricultural Water Program (IAWP) rate and Water Authority charges prior to January 1, 2003. The IAWP will
be discontinued after 2012.
(5) This schedule represents the contractual seasonal storage rate. Noncontractual participants pay a higher rate. Effective January 1, 2003,
MWD instituted a SSOA offering a discount of $70/acre-foot for “scheduled” water placed into reservoirs by member agencies. An increased
discount rate of $105/acre-foot is offered for “call” water, which is withdrawn from reservoirs per MWD’s usage needs. SSOA was not renewed in
2009.
(6) A new transitional rate was adopted on December 10, 2008 for customers opting out of MWD’s IAWP. Customers that are participating in the
Special Agricultural Water Rate (SAWR) program are considered M&I customers by MWD.
(7) MWD’s Replenishment Rate is a discounted rate for surplus system supplies available for the purpose of replenishing local supplies.
(8) Per acre-foot of water.
(9) Per parcel or acre, whichever is greater.
(10) Per equivalent meter (less than one inch) and includes system and treatment capacity charges.
(11) Per $100 of assessed valuation.
(12) Per equivalent meter.
(13) Reflects a mid-year rate increase effective September 1, 2009 to match MWD’s mid-year rate increase.
UTR=untreated
TR=treated
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TABLE 6, Schedule of Rates and Charges
Last 10 Calendar Years,(1) (continued)
San Diego County Water Authority
Fixed Charges

Transportation
Rate

Variable Charges

(2)

Customer
Service

Storage

Standby
Charge

$ 85

$ 26,400,000

$ 54,200,000

$ 10

$ 4,492

0.00000

0.00000

$ 2.60

75

23,200,000

44,300,000

10

4,492

0.00000

0.00000

2.49

67

18,000,000

34,000,000

10

4,492

0.00000

0.00000

2.02

67

16,000,000

23,000,000

10

4,492

0.00000

0.00000

1.90

64

16,000,000

23,000,000

10

4,492

0.00000

0.00000

1.90

60

15,200,000

22,200,000

10

4,492

0.00000

0.00000

1.70

60

14,200,000

17,700,000

10

4,492

0.00000

0.00000

1.56

60

14,200,000

17,700,000

10

4,313

0.00000

0.00000

1.48

55

13,600,000

14,600,000

10

2,465

0.00000

0.00000

1.15

55

13,600,000

14,600,000

10

2,004

0.00067

0.00075

1.15

55

13,753,401

13,375,295

10

2,004

0.00075

0.00083

1.00
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Access Charge
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TABLE 7, Water Sales by Customer
Fiscal Years Ended June 30, 2012 and 2003

Statistical

City of San Diego

(continued)

(1)

Fiscal Year Ended June 30, 2012
Member Agency

section,

Fiscal Year Ended June 30, 2003

Sales
(acre-feet)

Percent of
Water Sold

Member Agency

Sales
(acre-feet)

Percent of
Water Sold

212,746

34.7%

168,342

38.1%

Otay W.D.

30,543

6.9%

Valley Center M.W.D.

City of San Diego

43,675

7.1%

Valley Center M.W.D.

27,723

6.3%

Helix W.D.

39,932

6.5%

Helix W.D.

23,788

5.4%

Otay W.D.

34,536

5.6%

City of Oceanside

23,774

5.4%

City of Oceanside

30,202

4.9%

Rainbow M.W.D.

20,819

4.7%

Rainbow M.W.D.

28,995

4.7%

Olivenhain M.W.D.

19,307

4.4%

City of Escondido

28,392

4.6%

City of Escondido

17,289

3.9%

Sweetwater Authority (2)

25,604

4.2%

Vallecitos W.D.

16,174

3.7%

Olivenhain M.W.D.

21,425

3.5%

Carlsbad M.W.D.

16,104

3.6%

Vista I.D.

21,192

3.4%

Total Top Ten Customers

363,863

82.4%

486,699

79.2

Vista I.D.

12,353

2.8%

Total Top Ten Customers
Carlsbad M.W.D.

20,278

3.3%
3.3%

Fallbrook P.U.D.

11,893

2.7%

Padre Dam M.W.D.

20,131

Padre Dam M.W.D. (3)

11,458

2.6%

Vallecitos W.D.

17,304

2.8%

City of Poway

10,989

2.4%

Fallbrook P.U.D.

15,957

2.6%

Ramona M.W.D.

6,489

1.5%

City of Poway

14,085

2.3%

Rincon Del Diablo M.W.D.

5,951

1.3%

Ramona M.W.D.

12,277

2.0%

Santa Fe I.D.

5,654

1.3%

Santa Fe I.D.

10,071

1.6%

Sweetwater Authority (2)

5,619

1.2%

Rincon Del Diablo M.W.D.

7,982

1.3%

Lakeside W.D. (3)

3,375

0.8%

San Dieguito W.D.

5,542

0.9%

San Dieguito W.D.

2,663

0.5%

Yuima M.W.D.

3,225

0.5%

1,292

0.2%

96

0.0%

Yuima M.W.D.

1,198

0.3%

City of Del Mar

City of Del Mar

1,083

0.2%

Camp Pendleton Marine Corps Base

Camp Pendleton Marine Corps Base
Other Customers
Total Water Sales

55

0.0%

78,780

17.6%

442,643

100.0%

-

0.0%

Other Customers

Lakeside W.D.

128,240

20.8%

Total Water Sales

614,939

100.0%

Notes:
(1) Represents gross water delivery net of water exchanges.
(2) Sweetwater Authority includes National City and South Bay I.D.
(3) Effective January 1, 2007, Padre Dam M.W.D. was reorganized into Padre Dam M.W.D. and Lakeside W.D.

Water Sales by Customer for Fiscal Year Ended June 30, 2012
17.6%

38.1%

3.6%
3.7%

I.D. = Irrigation District
W.D. = Water District
M.W.D. = Municipal Water District
P.U.D. = Public Utility District

3.9%
4.4%
4.7%
5.4%

6.9%
5.4%

City of San Diego
Helix Water District
Olivenhain Municipal Water District
Carlsbad M.W.D.
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6.3%

Otay Water District
City of Oceanside
City of Escondido
Other Customers

Valley Center M.W.D.
Rainbow Municipal Water District
Vallecitos Water District
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2011
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Table 8, Total Treated and Untreated Water Sales
Last 10 Fiscal Years
Treated Water
Fiscal
Year

Acre-Feet

Acre-Feet

(continued)

(1)

Untreated Water

Sales

section,

Total

Sales

Acre-Feet

Change in
Acre-Feet

Sales

Change
in Sales

(1)

2012

162,039

$ 150,884,055

280,604

$ 182,981,303

(2)

442,643

23,132

$ 333,865,358

(2)

$ 38,485,802

2011

177,098

138,798,942

242,413

156,580,614

(2)

419,511

(71,318)

295,379,556

(2)

(23,150,056)

2010

195,937

147,719,098

(2)

294,892

170,810,514

(2)

490,829

(66,933)

318,529,612

(2)

16,455,644

2009

240,808

145,040,752

(2)

316,954

157,033,216

(2)

557,762

(55,333)

302,073,968

(2)

11,852,147

2008

265,421

142,182,057

(2)

347,674

148,039,764

(2)

613,095

(47,360)

290,221,821

(2)

(2,775,890)

2007

273,989

135,190,065

(2)

386,466

157,807,646

(2)

660,455

79,241

292,997,711

(2)

42,039,317

2006

260,720

114,558,835

(2)

320,494

136,399,559

(2)

581,214

29,326

250,958,394

(2)

24,995,729
(29,743,611)

2005

247,776

104,722,566

(2)

304,112

121,240,099

(2)

551,888

(92,359)

225,962,665

(2)

2004

292,392

123,629,162

(2)

351,855

132,077,114

(2)

644,247

29,308

255,706,276

(2)

(2,755,746)

2003

273,707

126,412,573

(2)

341,232

132,049,449

(2)

614,939

(44,233)

258,462,022

(2)

(33,789,194)

Notes:
(1) Total water sales do not include MWD’s readiness-to-serve and capacity charges; and are net of surface storage, seasonal storage,
agriculture, and reclamation credits passed on to member agencies.
(2) Amounts are reduced as a result of a rate structure implemented effective January 2003, which reduced the per acre-foot water rate and
implemented two new fixed charges.

Total Treated and Untreated Water Sales, Total Acre-Feet (in Thousands)
700.0
600.0

419.5

442.6

490.8

2006

557.8

2005

613.1

2004

660.5

2003

200.0

581.2

644.2

300.0

614.9

400.0

551.9

500.0

2011

2012

100.0
0.0
2007

2008

2009

2010

Fiscal Year
Series1
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Secured
Tax
Rate (1)

Unsecured
Tax
Rate (1)

TABLE 9, Assessed Valuation of Taxable Property
Last 10 Fiscal Years

Fiscal
Year

Local
Secured
Property

State Redevelopment
Secured & Homeowners
Property
Exemptions

Net Secured Net Unsecured
Assessed
Assessed
Value
Value

Total
Assessed
Value

$ 11,762,281,838 $

341,853,018,050

0.00000

0.00000 (2)

327,328,527,237

11,965,058,478

339,293,585,715

0.00000

0.00000 (2)

40,999,711,071

331,556,446,242

12,538,322,810

344,094,769,052

0.00000

0.00000 (2)

589,927,644

42,074,337,530

340,495,323,617

11,869,245,103

352,364,568,720

0.00000

0.00000 (2)

365,569,092,586

528,298,785

39,509,437,047

326,587,954,324

11,367,464,025

337,955,418,349

0.00000

0.00000 (2)

2007

332,684,762,248

764,249,126

34,464,826,993

298,984,184,381

11,704,409,707

310,688,594,088

0.00000

0.00000 (2)

2006

297,241,134,929

675,774,089

29,042,761,077

268,874,147,941

10,364,695,733

279,238,843,674

0.00000

0.00000 (2)

2005

260,789,184,612

639,767,553

22,371,576,753

239,057,375,412

9,868,477,797

248,925,853,209

0.00000

0.00000 (2)

2004

234,796,344,077

783,602,175

20,030,159,591

215,549,786,661

10,054,422,048

225,604,208,709

0.00067

0.00075

2003

213,411,716,593

106,087,120

17,361,329,140

196,156,474,573

9,425,146,125

205,581,620,698

0.00075

0.00083

2012

$ 368,513,444,797

$ 948,639,459

$ 39,371,348,044

$ 330,090,736,212

2011

366,269,868,285

987,948,775

39,929,289,823

2010

371,808,214,146

747,943,167

2009

381,979,733,503

2008

Notes:
(1) Per $100 of assessed valuation.
(2) The 1966 General Obligation Bonds matured in October 2004; therefore, the debt service tax rate levy is no longer required.
Source: County of San Diego’s Office of the Auditor & Controller

$341.9

$339.3

$344.1

$352.4

$338.0

$310.7

$279.2

$248.9

$225.6

400.0
350.0
300.0
250.0
200.0
150.0
100.0
50.0
-

$205.6

Total Assessed Valuation, in Billions ($)

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012
Fiscal Year
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TABLE 10, Levies and Collections
Last 10 Fiscal Years
Levies
Fiscal
Year

(1)

Property
Taxes

Special
Assessments (2)

Total Levy

Total
Collections

Net
Delinquent

% of Delinquent/
Total Levy

2012

$ 8,769,573

$ 12,331,193

$ 21,100,766

$ 19,603,936

$ 1,496,830

7.09%

2011

8,885,757

12,443,203

21,328,960

19,878,227

1,450,733

6.80%

2010

9,103,831

12,370,600

21,474,431

19,788,939

1,685,492

7.85%

2009

9,445,331

12,261,787

21,707,118

20,046,360

1,660,758

7.65%

2008

9,186,799

12,014,079

21,200,878

19,674,672

1,526,206

7.20%

2007

8,491,306

11,767,140

20,258,446

19,108,822

1,149,624

5.67%

2006

7,739,618

11,522,736

19,262,354

18,365,178

897,176

4.66%

2005

6,845,910

11,569,000

18,414,910

17,599,443

815,467

4.43%

2004

6,113,087

13,202,278

19,315,365

18,475,217

840,148

4.35%

2003

5,559,976

13,334,244

18,894,220

17,987,721

906,499

4.80%

Notes:
(1) Levies include current secured, current unsecured, and supplemental homeowners exemptions.
(2) Represents the tax levy for the Water Authority’s Water Standby Availability Charge.
Source: County of San Diego’s Office of the Auditor & Controller and the San Diego County Water Authority

Total Levy and Collections, in Millions ($)
23.0
22.0
21.0
20.0
$19.7
$21.2

$20.0
$21.7

$19.8
$21.5

$19.9
$21.3

$19.6
$21.1

2004

$19.1
$20.3

2003

$18.4
$19.3

16.0

$17.6
$18.4

17.0

$18.5
$19.3

18.0

$18.0
$18.9

19.0

2007

2008

2009

2010

2011

2012

15.0
2005

2006

Fiscal Year
Total Levy
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TABLE 11, Short-term and Long-term Debt Outstanding
Last 10 Fiscal Years (in Thousands)
Short-term
Debt
Fiscal
Year

Commercial
Paper

2012

$

360,000

Long-term Debt
Certificates
of Participation
(COPs)

Revenue
Bonds

Total
Debt
Outstanding

% of
Personal
Income (1)

Debt Per
Capita
(in dollars)

-

$ 1,069,785

$ 945,745

$ 2,375,530

1.48%

$ 749

-

1,345,015

624,630

2,429,645

1.62%

774

Government
Obligations
$

(1)

1991A&B
$

-

1993A
$

2011

460,000

2010

460,000

-

1,369,135

624,630

2,453,765

1.73%

790

-

-

2009

460,000

-

1,426,505

-

1,886,505

1.39%

615

-

-

2008

460,000

-

1,446,325

-

1,906,325

1.34%

629

-

13,700

2007

460,000

-

986,160

-

1,446,160

1.06%

484

-

26,700

2006

110,000

-

1,019,845

-

1,129,845

0.87%

382

-

39,000

2005

110,000

-

1,051,425

-

1,161,425

0.95%

395

-

50,600

2004

110,000

-

723,640

-

833,640

0.71%

284

56,700

61,665

2003

110,000

1,645

752,220

-

863,865

0.80%

295

56,700

71,940

Original Par Amount
Debt Service Reserve Funds
Final Maturity

-

-

$ 300,000

$ 135,650

$

$

2004

Notes:
(1) See Table 16 for personal income and population data.			
(2) $64,238,181 of proceeds were used to make an early payment on the 1997A COPs in June 2008.		
(3) $56,700,000 of proceeds were used to make an early payment on the 1991B COPs in December 2004.
(4) Issued to advance refund $117,310,000 of the 1998A COPs in February 2005.						
(5) Balance satisfied with surety bond.

Total Debt Outstanding, in Thousands ($)
3,000
2,500

2006

2007

2008

2009

2,375.5

2005

2,429.6

2004

1,886.5

1,129.8

2003

1,906.3

1,161.4

-

833.6

500

863.9

1,000

1,446.2

1,500

2,453.8

2,000

2010

2011

2012

Fiscal Year
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TABLE 11, Short-term and Long-term Debt Outstanding
Last 10 Fiscal Years (in Thousands), (continued)
Certificates of Participation

1997A

Revenue Bonds

1998A

2002A

2004A

2005A

2008A

2010A

-

$ 11,685

$ 17,510

$ 388,710

$ 95,730

$ 556,150

$ 98,495

6,110

11,685

236,750

425,000

107,455

558,015

$

2010B

2011S-1

2011A

2011B

526,135

$ 86,630

$ 139,945

$ 94,540

98,495

526,135

-

-

-

$

23,610

11,685

243,370

425,000

107,455

558,015

98,495

526,135

-

-

23,610

62,690

249,735

425,000

107,455

558,015

-

-

-

-

-

23,610

62,690

255,855

425,000

107,455

558,015

-

-

-

-

-

102,575

62,690

261,740

425,000

107,455

-

-

-

-

-

-

118,305

62,690

267,395

425,000

132,845

62,690

272,835

425,000

147,210

180,000

278,065

-

160,485

180,000

283,095

-

107,455
(3)

$ 162,315

$180,000 $ 300,000

$

425,000

$ 15,197 (5)

$ 12,241 $

$

38,569

2012

2028
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-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

107,455

(4)

$ 107,455
$

(2)

$ 558,015

10,746 (5) $
2022

23,671 (5)
2038

$

98,495 $

526,135

$ 86,630 $ 139,945

$ 94,540

-

-

-

-

-

2027

2049

2017

2027

2031

Fiscal Years Ended June 30, 2012

and

2011
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TABLE 12, Revenue Debt Service Coverage
Last 10 Fiscal Years

Fiscal
Year

Revenues for
Purpose of
Calculation

Operating
Expenses

(1)

(2)

Net Revenue
Available for
Debt Service

Principal

Interest

Total

Senior Lien Debt Service

(3)

Coverage
Factor

2012

$ 502,859,753

$ 340,074,164

$ 162,785,589

$ 26,585,000

$ 84,026,291

$ 110,611,291

147%

2011

446,399,335

305,014,447

141,384,888

24,120,000

79,942,971

104,062,971

136%

2010

439,639,107

320,808,607

118,830,500

6,365,000

2009

412,709,321

302,091,894

110,617,427

19,820,000

2008

414,004,382

289,154,436

124,849,946

34,685,000

2007

410,112,152

292,283,252

117,828,900

33,685,000

2006

374,042,753

259,261,156

114,781,597

31,580,000

2005

349,123,929

245,745,447

103,378,482

30,660,000

2004

368,218,435

271,452,846

96,765,589

28,580,000

2003

345,776,089

256,762,278

89,013,811

27,070,000

(4)

(7)

73,067,368

(5)

79,432,368

150%

53,242,022

(6)

73,062,022

151%

48,359,992

83,044,992

150%

50,184,173

83,869,173

140%

51,772,285

83,352,285

138%

(8)

47,633,295

78,293,295

132%

37,791,220

66,371,220

146%

(9)

38,707,465

65,777,465

135%

Notes:
(1) Includes amounts transferred to and from the Rate Stabilization Fund, and excludes interest on debt proceeds, property tax receipts,
contributions in aid of capital assets, and Capital Improvement Program (CIP) grant reimbursements.
(2) Excludes depreciation and amortization expenses; net of applicable property tax receipts.
(3) Excludes commercial paper.
(4) Excludes $51,005,000 principal payment on the 1998A COPs which was paid from debt proceeds.
(5) Excludes $1,500,000 interest payment on the 2008A COPs and $9,530,000 interest payment on the 2010A & B Bonds, which was paid from
debt proceeds.
(6) Excludes $18,023,409 interest payment on the 2008A COPs which was paid from debt proceeds.
(7) Excludes $64,238,181 principal payment on the 1997A COPs which was paid from debt proceeds.
(8) Excludes $117,310,000 principal payment on the 1998A COPs which was paid from debt proceeds. Also excludes $56,700,000 principal
payment on the 1991 COPs which was paid from debt proceeds.
(9) Excludes $12,300,000 principal payment on the 1991 COPs which was paid from debt proceeds.

Senior Lien Debt Service Coverage, in Percentages (%)
200%
180%
160%

2009

2010

147%

2008

136%

150%

2007

151%

140%

2006

150%

138%

132%

135%

120%

146%

140%

100%
2003

2004

2005

2011

Fiscal Year

100
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TABLE 13, Direct and Overlapping Debt - June 30, 2012
2011-12 Assessed Valuation:
Redevelopment Incremental Valuation:
Adjusted Assessed Valuation:

$

371,100,764,200
37,970,538,875
333,130,225,325

$

Total Debt
Outstanding as of
June 30, 2012 (1)

Direct and Overlapping Tax
and Assessment Debt
San Diego County Water Authority
Metropolitan Water District
Community College Districts
San Diego Unified School District
Other Unified School Districts
High School Districts
School Districts
City of Escondido
City of La Mesa
Other Cities
Grossmont Healthcare District
Palomar Pomerado Hospital District
Otay Municipal Water District I.D. No. 27
Community Facilities Districts
1915 Act Bonds (Estimated)
Total Gross Direct and Overlapping Tax and Assessment Debt

$

196,545,000
1,696,670,362
1,850,844,249
1,132,666,061
860,753,793
648,656,551
77,295,000
23,920,000
5,435,000
221,902,076
479,863,205
6,755,000
1,571,691,268
140,450,381

% Applicable

(2)

100.000%
18.432%
80.438-99.942%
99.943%
various
various
various
99.327%
99.970%
99.720-100.000%
95.029%
97.531%
100.000%
100.000%
100.000%

Estimated Share of
Overlapping Debt
as of June 30, 2012
$

$

36,227,174
1,626,572,439
1,849,789,268
1,128,556,288
836,263,357
634,893,406
76,774,805
23,912,824
5,421,154
210,871,324
468,015,382
6,755,000
1,571,691,268
140,450,381
8,616,194,070

Ratios to 2011-12 Assessed Valuation:
Direct Debt
Total Gross Direct and Overlapping Tax and Assessment Debt
Overlapping General Fund Debt
San Diego County General Fund Obligations
San Diego County Pension Obligations
San Diego Superintendent of Schools
Certificates of Participation
Community College District Certificates of Participation
Unified School District General Fund Obligations
High School and School District General Fund Obligations
City of San Diego General Fund Obligations
Other City General Fund Obligations
Fallbrook Sanitary District General Fund Obligations
Otay Municipal Water District Certificates of Participation
San Miguel Consolidated Fire
Protection District General Fund Obligations
Lakeside Fire General Fund Obligations
Total Gross Overlapping General Fund Debt
Less: City of El Cajon Self-Supporting Obligations
Otay Municipal Water District Certificates of Participation
Total Net Overlapping General Fund Debt

0.00%
2.32%
$

395,115,000
787,112,618

96.437%
96.437%

$

381,037,053
759,067,795

18,750,000
11,430,000
166,280,678
378,056,948
481,630,000
518,382,090
2,525,000
58,245,000

96.437%
80.438-99.915%
89.975-99.950%
89.231-99.999%
99.930%
99.634-99.997%
99.421%
99.748%

18,081,938
10,874,877
163,706,058
355,786,566
481,292,859
516,246,491
2,510,380
58,098,223

5,855,000
6,825,000

99.580%
94.774%

5,830,409
6,468,326
$

2,759,000,975
25,117,147
58,098,223
$ 2,675,785,605

TOTAL DIRECT DEBT
TOTAL GROSS OVERLAPPING DEBT
TOTAL NET OVERLAPPING DEBT

$0
$ 11,375,195,045
$ 11,291,979,675

GROSS COMBINED TOTAL DEBT
NET COMBINED TOTAL DEBT

$ 11,375,195,045
$ 11,291,979,675

Ratios to Adjusted Assessed Valuation:
Gross Combined Total Debt
Net Combined Total Debt
State School Building Aid Repayable as of June 30, 2012

3.41%
3.39%
$0

Notes:
(1) Excludes tax and revenue anticipation notes, enterprise revenue, mortgage revenue and tax allocation bonds, and non-bonded capital
lease obligations.
(2) Percentage of overlapping agency’s assessed valuation located within boundaries of the Water Authority.
Source: California Municipal Statistics, Inc. and the San Diego County Water Authority
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TABLE 14, General Information as of June 30, 2012
Number of Member Agencies.....................................................................................................24
* The County of San Diego is a non-voting representative
 Cities.............................................................................................................................................6
 Water Districts..........................................................................................................................5
 Irrigation Districts....................................................................................................................3
 Municipal Water Districts.....................................................................................................8
 Public Utility Districts.............................................................................................................1
 Federal Agency (military base)...........................................................................................1

TABLE 15, Operating Indicators
Last 10 Fiscal Years

Fiscal
Year

Water			
Miles of		
Treated
System
Number 		
Patrol
Number
Water
Service
of Primary
Miles of
Road
of Service
Pipeline
(1)
Area
Pipelines
Pipeline Maintained Connections Capacity (2)

Untreated
Water
Pipeline
Capacity (2)

Average
Daily
Deliveries (2)

Total
Regular
Employees

2012

947,288

5

300

150

106

420

504

395

254.50

2011

951,000

5

300

150

106

420

504

375

267.50

2010

951,000

5

300

150

131

420

504

440

267.50

2009

951,000

5

300

168

121

420

504

496

267.50

2008

943,425

5

279

135

119

420

504

590

268.50
265.25

2007

939,672

5

279

135

119

420

504

588

2006

939,672

5

279

135

119

420

504

503

262.25

2005

922,381

5

279

135

120

420

504

494

245.50

2004

920,472

5

279

134

120

420

504

569

238.50

2003

908,974

5

279

134

119

420

504

550

229.00

Notes:
(1) Acres.
(2) Millions of gallons per day.
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TABLE 16, Demographic and Economic Statistics
Last 10 Calendar Years (1)

Year

County
Population

Personal Income
(in thousands)

Per Capita
Personal Income
(in dollars)

Unemployment
Rate (2)
8.8%

2012

3,172,600

$ 160,200,000*

$ 48,265

2011

3,140,025

150,200,000*

47,767

9.8%

2010

3,104,160

141,678,210

45,974

10.5%

2009

3,067,544

135,952,992

46,047

9.6%

2008

3,031,360

142,633,852

47,019

6.0%

2007

2,986,085

136,194,276

47,405

4.6%

2006

2,956,077

129,584,185

47,055

4.0%

2005

2,941,770

122,030,393

41,482

4.3%

2004

2,935,672

116,644,854

39,734

4.7%

2003

2,926,814

108,297,063

37,002

5.2%

Notes:
(1) Information is based on estimates.
(2) 2011 and 2012 are based on estimates from the California Department of Transportation.
Source:
California Department of Transportation; http://www.dot.ca.gov
* U.S. Department of Commerce, Bureau of Economic Analysis, Regional Data

TABLE 17, Largest Employers in San Diego County
Fiscal Year 2012 and 2003
2012			
		
Employer
Rank

# of
Employees

2003

% of Total			
# of
Employment (1)		
Rank Employees

% of Total
Employment (1)

U.S. Department of Defense

1

136,664

8.57%

Federal Government

1

39,800

2.74%

Federal Government

2

46,300

2.90%

State of California

2

39,200

2.70%

State of California

3

45,500

2.85%

U.C. San Diego

3

19,301

1.33%

U.C. San Diego

4

27,393

1.72%

County of San Diego

4

17,951

1.23%

North Island Naval Air Station

5

27,000

1.69%

Sharp Healthcare

5

11,642

0.80%

County of San Diego

6

15,109

0.95%

Scripps Health

6

8,237

0.57%

Sharp Healthcare

7

14,969

0.94%

SBC Pacific Bell

7

7,178

0.49%

Scripps Health

8

13,830

0.87%

Kaiser Permanente

8

7,145

0.49%

San Diego Unified School District

9

13,730

0.86%

U.S. Postal Service

9

6,619

0.46%

10

10,509

0.66%

San Diego Community College Dist.

10

5,878

0.40%

San Diego State University

Note:
(1) Represents percentage of total countywide employment.
Source: San Diego Sourcebook 2012, San Diego Daily Transcript, 2003
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November 29, 2012

Dear friends and interested parties:
We are pleased to present the Continuing Disclosure Report for fiscal year ending June 30, 2012 for
the San Diego County Water Authority (Water Authority).
The information provided in this Continuing Disclosure Report (Report) speaks only as of its date,
November 29, 2012 and the financial and operating data included therein is accurate only as of
the dates specified therein. The delivery of this Report may not, under any circumstances, create
an implication that there has been no other change to the information provided in any final official
statement of the Water Authority. Other than as set forth in its Continuing Disclosure Agreements,
the Water Authority has not undertaken to disclose financial or operating data or to provide notice of
changes to the information in this Report.
This Report is provided solely pursuant to the Water Authority’s Continuing Disclosure Agreements.
The filing of this Report does not constitute or imply any representation (i) that all of the information
provided is material to investors, (ii) regarding any other financial, operating or other information about
the Water Authority or the referenced securities, or (iii) that no changes, circumstances, or events have
occurred since the end of the fiscal year to which this Report relates (other than as contained in this
Report), or any other date specified with respect to any of the information contained in this Report, or
that no other information exists, which may have a bearing on the security for the referenced securities,
or an investor’s decision to buy, sell, or hold the referenced securities. The information contained in
this Report has been obtained from sources which are believed to be reliable, but such information
is not guaranteed as to accuracy or completeness. No statement in this Report should be construed
as a prediction or representation about future financial performance of the Water Authority. Any
statements regarding the referenced securities, other than a statement made by the Water Authority
in an official release or subsequent notice published in a financial newspaper of general circulation
and/or filed with the Municipal Securities Rulemaking Board are not authorized by the Water Authority.
The Water Authority shall not be responsible for the accuracy, completeness, or fairness of any such
unauthorized statement.
If you have any questions regarding this Report, please contact David Shank, Financial Planning
Manager at (858) 522-6676, or by email at dshank@sdcwa.org.
Sincerely,

Tracy M. McCraner, Director of Finance/Treasurer

A public agency providing a safe and reliable water supply to the San Diego region
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General Information

Maureen A. Stapleton
General Manager
Sandra L. Kerl
Deputy General Manager
Frank Belock, Jr.
Deputy General Manager
Dennis A. Cushman
Assistant General Manager
Tracy M. McCraner
Director of Finance/Treasurer
Daniel S. Hentschke
General Counsel

(required)

The Water Authority currently receives a minor amount
of revenue from hydroelectric power sales. Legislation
enacted in September 2000 expands the Water
Authority’s power generation authority to include the
purchase, sale, and transmission of energy.

CAFR

Selected Financial Highlights
Statements of Net Assets can be found
in the Financial Statements Section

25

Statements of Revenues, Expenses, and
Changes in Net Assets can be found
in the Financial Statements Section

26

Cash and Investments

107

Summary of Outstanding Debt
Long-Term Senior Lien Fixed-Rate Debt

108

Short-Term and Subordinate Lien
Fixed-Rate Debt

109

Member Agency Voting Entitlements 110
Water Source and Use

The Water Authority was organized by nine member
agencies in 1944 for the primary purpose of supplying
water to San Diego County for distribution to the Water
Authority’s member agencies. The Water Authority
currently has 24 member agencies. A member of the San
Diego County Board of Supervisors serves as a non-voting
representative to the Water Authority Board of Directors.
As a wholesale entity, the Water Authority serves only
its member agencies and has no retail customers. The
Water Authority has broad powers related to acquiring,
developing, storing, transporting, selling, and delivering
water both inside and outside its boundaries. The Water
Authority is authorized to fix and collect rates or other
charges for the purchase and delivery of water or the use
of facilities for service. The Water Authority may borrow
money, incur indebtedness, and issue bonds and other
evidences of indebtedness.
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Selected Financial Highlights
The Statements of Net Assets and the Statements of Revenues, Expenses, and Changes in Net Assets are located
in the Financial Section, under the Financial Statements tab, pages 25 and 26, respectively.
The Water Authority’s restricted and unrestricted cash and investments balances at June 30, 2012 were $502.0
million and $185.0 million respectively. Approximately 26.9 percent of total cash is unrestricted.

TABLE 1
Cash and Investments, June 30, 2012 and 2011
2012

2011

As of June 30, 2012 and 2011, restricted reserve fund cash and investments balances were as follows:
Construction

$

Debt Service Reserve
Pay-As-You-Go
Total

$

300,396,599

$

435,517,268

69,464,261

69,485,618

132,136,631

119,558,427

501,997,491

$

67,733,957

$

624,561,313

As of June 30, 2012 and 2011, unrestricted cash and investments balances were as follows:
Operating

$

Designated for Rate Stabilization

51,003,353

Designated for Equipment Replacement
Designated for Stored Water
Total
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$

CAFR

76,484,907
43,456,187

8,490,818

8,915,398

57,818,196

44,697,342

185,046,324

Fiscal Years Ended June 30, 2012

and

2011

$

173,553,834
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Summary of Outstanding Debt
Long-Term Senior Lien Fixed-Rate Debt
The table below summarizes the Water Authority’s outstanding long-term, fixed-rate debt as of June 30, 2012,
which includes final maturities, original par amounts, amounts outstanding, and applicable debt service reserve
fund requirements. All reserve requirements are fully funded by either reserves or surety bonds.

TABLE 2
Long-Term, Fixed-Rate Debt Outstanding, Fiscal Year June 30, 2012
Issue
Name

Final
Maturity

Original
Par Amount

Amount
Outstanding

Debt Service
Reserve Funds

(1)

Water Revenue Certificates of Participation:
Series 1998A		

2028

Series 2002A		

2032

300,000,000

17,510,000

18,385,750

Series 2004A		

2034

425,000,000

388,710,000

38,568,617

Series 2005A		

2022

107,455,000

95,730,000

10,745,500 (2)

Series 2008A		

2038

558,015,000

556,150,000

23,670,625 (2)

$

180,000,000

$

11,685,000

$

12,240,775

Water Revenue Bonds:
Series 2010A (Non-AMT Tax-Exempt)

2027

98,495,000

98,495,000

n/a

Series 2010B (Taxable Build America Bonds)

2049

526,135,000

526,135,000

n/a

Series 2011A		

2027

139,945,000

139,945,000

n/a

Series 2011B		

2031

94,540,000

94,540,000

n/a

$ 2,429,585,000

$ 1,928,900,000

$ 103,611,267

Total			
Notes:
(1) Amounts stated reflect the minimum balance required.
(2) Balance satisfied with surety bond.
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Short-Term & Subordinate Lien Fixed-Rate Debt
The Water Authority currently has two forms of short-term debt, a five-year fixed-rate note and Tax-Exempt
Commercial Paper (TECP).
On July 21, 2011, the Water Authority issued $86,630,000 of Subordinate Lien Water Revenue Refunding Bonds,
Series 2011S-1 to refinance a portion of the design, acquisition, and construction of various capital projects of
the Water Authority’s CIP by retiring $100,000,000 of Water Authority Commercial Paper Notes, Series 2.

TABLE 3
Subordinate Lien Fixed-Rate Debt, Fiscal Year June 30, 2012
Issue				
Name			

Final
Maturity

Original
Par Amount

Amount
Outstanding

Water Revenue Refunding Bonds, Series 2011S-1		

2017

$ 86,630,000

$ 86,630,000

The Water Authority established its TECP Program in 1995. Commercial paper is a form of short-term, variablerate debt, and is issued with maturities of 1 to 270 days. The Water Authority has authorized the issuance of
up to $460,000,000 of TECP, with $360,000,000 issued and outstanding as of June 30, 2012. The TECP has been
issued in four series – Series 1 ($110,000,000), Series 4 ($100,000,000), Series 5 ($100,000,000), and Series 6
($50,000,000). Series 1 has been issued in various tranches, beginning in 1995 and Series 4, 5, and 6 were issued
in June 2011. Each series is supported with a bank “revolving credit and term loan agreement”. As of June 30,
2012, no advances have been made under any of the revolving credit and term loan agreements.
The Water Authority has remarketing agreements with five separate broker-dealers, all of which serve on all
series: Merrill Lynch, Barclays Capital Inc., Goldman, Sachs & Co., J.P. Morgan Securities Inc., and Citicorp Global
Markets Inc.

TABLE 4
TECP Program Summary, Fiscal Year June 30, 2012
Short-Term
Active Debt		
Size
Instruments
Series 1 		
Series 4
Series 5
Series 6
Total
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$ 110,000,000
100,000,000
100,000,000
50,000,000
$ 360,000,000

CAFR

Liquidity
Provider

Liquidity Provider
Agreement Expiration

Bayern LB
Barclays Bank PLC
Wells Fargo Bank, N.A.
Citibank, N.A.

June 30, 2013
June 28, 2013
June 27, 2014
June 27, 2014

Fiscal Years Ended June 30, 2012

and

2011
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Member Agency Voting Entitlements
The 24 voting member agencies currently served by the Water Authority consist of six cities, 17 special districts,
and one federal agency. Under the County Water Authority Act (Act), California Statutes 1943, Chapter 545,
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) excluding charges for water treatment. The Act authorizes each member agency to cast one vote for
each $5 million, or major fractional part thereof, of the total financial contribution paid by the member agency.

TABLE 5
Member Agency Voting Entitlements, Effective as of January 1, 2012
Total Financial
Contribution

Member Agency
Carlsbad M.W.D.

(1)

Vote
Entitlement

$ 324,942,220

City of Del Mar

(2)

Percentage

65.0

3.5%

28,041,588

5.6

0.3%

City of Escondido

322,320,019

64.4

3.5%

Fallbrook P.U.D.

227,698,793

45.5

2.4%

Helix W.D.

658,835,806

131.8

7.1%

70,900,878

14.2

0.8%

70,797,038

14.2

0.8%

City of Oceanside

467,227,839

93.5

5.0%

Olivenhain M.W.D.

278,600,163

55.7

3.0%

Otay W.D.

486,804,187

97.4

5.2%

Padre Dam M.W.D.

251,152,513

50.2

2.7%

11,768,921

2.4

0.1%

City of Poway

201,720,318

40.3

2.2%

Rainbow M.W.D.

382,189,219

76.4

4.1%

Ramona M.W.D.

148,093,796

29.6

1.6%

Lakeside W.D.
City of National City

(3)

Camp Pendleton Marine Corps Base

Rincon Del Diablo M.W.D.

140,511,744

28.1

1.5%

3,720,046,634

744.0

40.0%

San Dieguito W.D.

101,264,410

20.3

1.1%

Santa Fe I.D.

142,927,739

28.6

1.5%

215,528,816

43.1

2.3%

City of San Diego

South Bay I.D.

(3)

Vallecitos W.D.

231,088,772

46.2

2.5%

Valley Center M.W.D.

513,791,791

102.8

5.5%

Vista I.D.

274,698,913

54.9

2.9%

32,407,927

6.5

0.4%

$9,303,360,044

1,860.7

100.0%

Yuima M.W.D.
Total

Notes:
(1) Total financial contribution equals base revenues plus Fiscal Year 2011 revenues.
(2) Rounded values.
(3) City of National City and South Bay I.D. comprise the Sweetwater Authority.
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Water Source and Use
TABLE 6
Member Agency Gross Water Sales by Fiscal Year, Thousands of Dollars

			

2008

Carlsbad M.W.D.

$

City of Del Mar

11,751

2009
$

14,281

2010
$

16,194

(1)

2011
$

16,729

2012
$

18,771

738

740

838

907

1,008

15,250

12,810

14,811

11,058

16,451

8,153

9,738

10,972

11,125

12,323

21,163

27,076

21,472

17,918

23,684

2,511

2,953

3,135

3,397

3,843

City of Oceanside

18,253

18,984

19,668

19,669

23,718

Olivenhain M.W.D.

15,923

14,157

14,279

14,677

17,089

Otay W.D.		

21,129

26,211

29,330

31,332

35,212

9,243

10,670

11,555

11,951

13,236

38

63

63

57

67

8,090

8,431

7,733

9,177

10,378

Rainbow M.W.D.

14,149

16,989

18,823

17,430

21,335

Ramona M.W.D.

6,124

5,367

6,155

5,668

6,932

Rincon Del Diablo M.W.D.

3,973

5,478

5,809

6,003

6,794

City of Escondido
Fallbrook P.U.D.
Helix W.D.		
Lakeside W.D.

Padre Dam M.W.D.
Camp Pendelton Marine Corps Base
City of Poway

124,187

121,901

140,194

144,473

162,875

San Dieguito W.D.

2,644

2,356

1,958

1,992

2,803

Santa Fe I.D.

5,135

5,060

4,746

4,258

5,937

Sweetwater Authority (2)

6,605

6,430

9,900

7,309

6,085

Vallecitos W.D.

13,155

14,081

15,114

16,001

18,391

Valley Center M.W.D.

20,670

22,441

25,505

24,542

28,700

Vista I.D.		

12,314

11,250

13,145

10,764

13,705

1,849

1,311

2,041

1,443

1,186

$ 343,047

$ 358,778

$ 393,440

$ 387,880

$ 450,523

City of San Diego

Yuima M.W.D.
Total

(3)

		

Notes:
(1) Gross water sales represent total water sales invoiced less adjustments for certain items such as agricultural and reclaimed water, treatment
credits, and infrastructure access charges.
(2) Represents sales to the City of National City and South Bay I.D. for which Sweetwater Authority acts as a purchasing agent.
(3) In addition to gross water sales revenues, 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.
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In Fiscal Year 2012, the Water Authority member agencies’ combined imported and local water use totaled 542,438
acre-feet. Imported supplies accounted for 81 percent of the total water used, excluding estimated water savings
from conservation programs. Of this amount, approximately 401,285 acre-feet of imported water was used for
municipal and industrial (M&I) needs, with the balance going to meet agricultural demands.

TABLE 7
Water Source and Use (in Acre-Feet), Fiscal Years 2008-2012
% of change from
previous year

2008

2009

2010

2011

2012

24,791

23,564

21,169

19,231

19,970

3.8%

WATER USE by MEMBER AGENCY
Carlsbad M.W.D.
City of Del Mar

1,320

1,277

1,202

1,151

1,169

1.6%

City of Escondido

30,393

27,788

24,848

23,355

23,363

0.0%

Fallbrook P.U.D.

17,916

15,812

13,866

12,158

12,820

5.4%

Helix W.D.

40,443

37,657

33,211

31,811

32,794

3.1%

Lakeside W.D.

5,298

4,809

4,050

3,910

4,039

3.3%

City of National City

6,395

6,593

6,328

6,685

6,404

-4.2%

City of Oceanside

34,538

32,097

28,730

26,193

27,269

4.1%

Olivenhain M.W.D.

26,211

24,989

22,664

20,958

21,740

3.7%

Otay W.D.

42,638

39,430

35,245

33,710

34,214

1.5%

Padre Dam M.W.D.

16,993

15,479

13,148

12,168

12,172

0.0%
-7.8%

Camp Pendleton Marine Corps Base

11,419

11,183

9,563

9,244

8,521

City of Poway

15,289

13,676

11,437

11,181

11,605

3.8%

Rainbow M.W.D.

27,045

26,420

22,357

18,608

20,465

10.0%

Ramona M.W.D.

10,989

8,557

6,853

6,522

6,770

3.8%

Rincon Del Diablo M.W.D.

11,190

10,762

9,559

8,142

8,128

-0.2%

239,946

225,639

199,790

189,393

193,245

2.0%

8,436

7,929

7,145

6,863

6,957

1.4%

Santa Fe I.D.

15,219

14,577

11,889

9,475

10,694

12.9%

South Bay I.D.

17,113

16,098

14,466

14,136

14,059

-0.5%

Vallecitos W.D.

20,468

19,051

16,468

15,412

16,083

4.4%

Valley Center M.W.D.

39,919

35,173

29,922

26,100

28,111

7.7%

Vista I.D.

23,525

21,964

19,235

17,916

18,900

5.5%

4,437

3,376

3,298

2,623

2,946

12.3%

691,931

643,900

566,443

526,945

542,438

2.9%

Residential

405,424

387,401

344,478

344,762

356,302

3.3%

Commercial & Industrial

116,573

91,648

81,685

71,754

73,895

3.0%

Agricultural

80,417

65,424

53,286

44,348

47,196

6.4%

Public & Other

89,517

99,427

86,994

66,081

65,045

-1.6%

691,931

643,900

566,443

526,945

542,438

2.9%

(1)

City of San Diego(2)
San Dieguito W.D.

(3)

Yuima M.W.D.(4)
Total
ALLOCATION of WATER USE

Total

Notes:
(1) Includes Water Authority deliveries via South Coast Water District System.
(2) Excludes City of San Diego local surface water use outside of Water Authority service area.
(3) Excludes land outside of Water Authority service area.
(4) Excludes local supplies developed beyond Yuima’s master meters.
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TABLE 8
Water Source and Use - Current Year Breakout, Fiscal Year Ended June 30, 2012

Carlsbad M.W.D.
City of Del Mar
City of Escondido
Fallbrook P.U.D.
Helix W.D.
Lakeside W.D.

3,790.5

(1)

Water
Authority
Supply
(Imported
Use) Acre-feet
16,179.1

(2)

*

Water Authority Supply
(Imported) Water Use

Source of Water
Local
Supply
Acrefeet

(required)

Total
Acre-feet

Agricultural
Use
Acre-feet

19,969.6

0.0

(3)

M &I
Use
Acre-feet

Gross Area
(Acres)

16,179.1

20,640.0

85.6

1,083.4

1,169.0

0.0

1,083.4

1,442.0

6,032.8

17,330.5

23,363.3

2,515.9

14,814.6

21,569.0

704.4

12,115.9

12,820.3

3,953.3

8,162.6

27,988.0

8,721.6

24,072.7

32,794.3

0.0

24,072.7

31,350.0
11,488.0

664.8

3,374.3

4,039.1

0.0

3,374.3

City of National City

5,168.1

1,235.9

6,404.0

0.0

1,235.9

4,812.4

City of Oceanside

3,495.8

23,773.8

27,269.6

429.1

23,344.7

26,982.5

Olivenhain M.W.D.

2,434.6

19,305.2

21,739.8

111.3

19,193.9

30,942.1

Otay W.D.

3,671.0

30,542.8

34,213.8

0.0

30,542.8

80,320.0

715.3

11,457.0

12,172.3

530.7

10,926.3

54,402.2

7,721.0

800.5

8,521.5

0.0

800.5

134,625.0

Padre Dam M.W.D.
Camp Pendleton Marine Corps Base (4)

465.8

11,138.9

11,604.7

31.3

11,107.6

25,047.0

Rainbow M.W.D.

City of Poway

0.0

20,465.6

20,465.6

8,024.9

12,440.7

47,260.4

Ramona M.W.D.

748.7

6,020.8

6,769.5

1,793.0

4,227.8

45,868.0

Rincon Del Diablo M.W.D.
City of San Diego (5)

2,177.3

5,950.4

8,127.7

218.6

5,731.8

10,596.1

28,407.6

164,837.7

193,245.3

94.2

164,743.5

213,121.0

San Dieguito W.D.

4,293.2

2,663.4

6,956.6

0.0

2,663.4

5,652.7

Santa Fe I.D.

5,116.6

5,577.7

10,694.3

31.1

5,546.6

10,359.0

South Bay I.D.

9,788.8

4,269.8

14,058.6

0.0

4,269.8

13,836.9

0.0

16,082.6

16,082.6

892.2

15,190.4

29,630.0

388.1

27,722.6

28,110.7

18,440.2

9,282.4

64,253.0

6,546.8

12,353.0

18,899.8

43.3

12,309.7

21,167.1

Vallecitos W.D.
Valley Center M.W.D.
Vista I.D. (6)
Yuima M.W.D.

(7)

TOTALS

1,747.7

1,198.3

2,946.0

1,157.8

40.5

13,460.0

102,886.1

439,551.9

542,438.0

38,266.9

401,285.0

946,812.4

Notes:
* Numbers may not total due to rounding
(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 Interim Agricultural Water Program (IAWP) and the Transitional Special Agricultural Water
Program (TSAWR).
(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.
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TABLE 9
Historical Operating Results by Fiscal Year, Thousands of Dollars*
2008

2009

2010

2011

2012

Operating Revenues:
359,952		

$ 387,871		

$ 382,922		

$ 443,348

Water Standby Availability Charges

$ 343,456
11,256		

11,311		

11,240		

11,255		

11,241

Capacity Charges

23,884		

13,266		

10,299		

10,321		

11,099

Infrastructure Access Charges (2)

17,458		

19,390		

21,241		

24,508		

27,700

$ 396,054		

$ 403,919		

$ 430,651		

$ 429,006		

$ 493,388

3,866		

-		

-		

-		

(7,250)

-		

-		

4,615		

11,303		

11,303

14,084		

8,268		

4,372		

6,091		

5,419

$ 414,004		

$ 412,187		

$ 439,638		

$ 446,400		

$ 502,860

262,538		

269,836		

291,385		

275,099		

312,447

36,919		

42,724		

39,395		

39,570		

37,510

$299,457		

$ 312,560		

$ 330,780		

$ 314,669		

$ 349,957

Water Sales (1)

Total Operating Revenues
Plus Withdrawals from or Minus Deposits
to the Rate Stabilization Fund
BABs Interest Rate Subsidy (3)
Nonoperating Revenue (4)
Total Revenues

(5)

$

Operating Expenses: (6)
MWD Water Purchases
Other Maintenance and Operations Costs (7)
Total Operating Expenses

10,303		

10,467		

9,972		

9,654		

9,882

289,154		

302,093		

320,808		

305,015		

340,075

$ 124,850		

$ 110,094		

$ 118,830		

$ 141,385		

$ 162,785

Application of Net Tax Receipts
Net Operating Expenses
Net Water Revenues Available for Debt Service
Revenue Supported Debt Service (8)
1993A Certificates

14,395		

14,352		

-		

-		

-

1997A Certificates

20,864		

1,358		

1,358		

18,690		

6,403

1998A Certificates

2,930		

2,732		

1,347		

555		

555

2002A Certificates

18,345		

18,343		

18,342		

18,341		

9,370

2004A Certificates

20,929		

20,929		

20,929		

20,929		

19,534

2005A Certificates

5,581		

5,581		

5,581		

5,581		

17,208

2008A Certificates

-		

9,767 (9)

26,291(10)

26,291(11)

29,643

2010A&B Bonds

-		

-		

5,585(10)

13,676(11)

18,570 (12)

2011A Bonds

-		

-		

-		

-		

5,760

2011B Bonds

-		

-		

-		

-		

3,569

79,433		

$ 104,063		

$ 110,612

3,197		

3,111		

3,068

Total Debt Service

$

83,044		

$

73,062		

$

Subordinate Obligation Payments
3,536 (14)

Commercial Paper (13)
2011S-1 Bonds

7,071		

-		

-		

-		

-		

4,272

Total Subordinate Obligation Payments

$

3,536		

$

7,071		

$

3,197		

$

3,111		

$

7,340

Balance Available After Debt Service and
Subordinate Obligation Payments

$

38,270		

$

29,961		

$

36,200		

$

34,211		

$

44,833

Revenue Supported Debt Service Coverage Ratio

1.50X		

1.51X		

1.50X		

1.36X		

1.47X

Debt Service and Subordinate
Obligation Coverage Ratio (15)

1.45X		

1.39X		

1.46X		

1.34X		

1.41X
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Notes:
* Some amounts are prepared on a basis other than generally accepted accounting principles.
(1) Water sales represent accrued sales to member agencies, as well as revenues from treatment of raw water and certain miscellaneous income
items.
(2) Infrastructure access charge was implemented January 1999 and is levied on retail water meters within the service area.
(3) Taxable Build America Bonds (BABs) receive a 35 percent subsidy of interest payable from the United States Treasury.
(4) Nonoperating revenue consists of interest earnings on Water Authority funds (excluding interest earnings on bond proceeds and the Rate
Stabilization Fund) and other revenues (hydroelectric sales, penalties, etc.).
(5) Total revenues include amounts transferred to and from the Rate Stabilization Fund, and exclude property taxes, contributions in aid of
capital assets, and CIP grant reimbursements.
(6) Operating expenses exclude depreciation and amortization expenses.
(7) Includes operations, maintenance, planning, and general and administrative costs; excludes capital equipment purchases.
(8) 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.
(9) Excludes $18,023,409 interest payment on the 2008A COPs, which was paid with bond proceeds.
(10) Excludes $1,500,000 interest payment on the 2008A COPs and $9,530,564 interest payment on the 2010A&B Bonds, which was paid with
bond proceeds.
(11) Excludes $1,500,000 interest payment on the 2008A COPs and $23,340,158 interest payment on the 2010A&B Bonds, which was paid with
bond proceeds.
(12) Excludes $18,447,032 interest payment on the 2010A&B Bonds, which was paid with bond proceeds.
(13) Commercial paper (CP) costs include interest and related program fees.
(14) Excludes $9,783,772 interest payment on the 2006 CP which was paid with commercial paper proceeds.
(15) Coverage ratios do not include program fees.

Chart 1
Water Authority Debt Service Coverage Ratio
1.60
1.50
1.40
1.30
1.20
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2009

2010

2011
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Revenue Supported Debt Service Coverage Ratio
Debt Service and Subordinate Obligation Coverage Ratio
Required Bond Covenant Ratio
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Summary of Water Rates
Water rates are established by the Board of Directors and are not subject to regulation by the California Public
Utilities Commission or by any other local, state, or federal agency. Under the General Resolution, the Water
Authority is required to fix rates that are reasonably fair and non-discriminatory. The Water Authority assesses four
different charges for the supply and delivery of water; the fixed Customer Service and Storage Charges and the
variable Transportation rate and the Supply and Treatment rates. The Customer Service Charge recovers operating
and capital costs associated with the overall functioning of the Water Authority, the Storage Charge recovers
costs associated with the Emergency and Carryover Storage Program and the Transportation Rate recovers costs
associated with the conveyance of water through the Water Authority’s aqueducts. In January 2005, the Water
Authority transitioned to a Melded Supply Rate, which recovers the weighted average cost of supply to the Water
Authority, as well as certain other supply-related costs. The Melded Treatment Rate recovers the Water Authority’s
costs of treating water and the cost of purchasing treatment services from MWD, and the Levy and Olivenhain
treatment plants.

TABLE 10
Summary of Water Rates, Effective January 1 - December 31
San Diego County Water Authority
Water Authority
Melded Supply

TSAWR

(1)

Transportation
Rate

Metropolitan Water District
Customer
Service

UTR

TR

UTR

TR

2006

360

485

-

-

60

14,200,000

2007

365

512

-

-

60

2008

390

554

-

-

60

2009

Storage

Full Service
Tier 2

IAWP

(3)

SSOA

(4)

(2)

Replenishment
Water Rate (5)

UTR

TR

UTR

TR

UTR

TR

UTR

TR

17,700,000

427

549

241

339

290

415

n/a

n/a

14,200,000

17,700,000

427

574

241

364

295

442

n/a

n/a

15,200,000

22,200,000

449

606

261

394

320

484

n/a

n/a

463

631

412

580

64

16,000,000

23,000,000

528

696

322

465

-

-

n/a

n/a

532

747

484

699

67

16,000,000

23,000,000

594

781

394

587

-

-

n/a

n/a

2010

532

747

484

699

67

18,000,000

34,000,000

594

811

416

615

-

-

n/a

n/a

2011

597

812

527

742

75

23,200,000

44,300,000

652

869

482

687

-

-

409

601

2012

638

872

560

794

85

26,400,000

54,200,000

686

920

537

765

-

-

442

651

2009

(6)

Notes:
(1) A new transitional agricultural water rate was adopted on December 10, 2008 for customers opting out of MWD’s IAWP. Customers that are
participating in TSAWR program are considered M&I customers by MWD.
(2) MWD rates are shown as the rates adopted by MWD.
(3) The IAWP will be discontinued after 2012.
(4) Seasonal Shift Storage rates apply October 1 through April 30. This schedule represents the contractual seasonal storage rate. Noncontractual
participants pay a higher rate. SSOA was not renewed in 2009.
(5) MWD’s Replenishment Rate is a discounted rate for surplus system supplies available for the purpose of replenishing local supplies.
(6) The Water Authority’s 2009 rates were increased effective January 1, 2009 and September 1, 2009 to match MWD’s mid-year rate increase.

UTR=Untreated Water
TR=Treated Water
IAWP=Interim Agricultural Water Program
SSOA=Surface Storage Operating Agreement
TSAWR=Transitional Special Agricultural Water Rate
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Summary of Investments
TABLE 11
Summary of Investments, Fiscal Year Ended June 30, 2012

Investment Type

(1)

Permitted By
Board Policy

Maximum
Maturity

Maximum
Financial
Institution
Concentration

$50 Million

N/A

N/A

15.67%

Local Agency Investment Fund (LAIF)

Actual Actual Amount
Percentage
Book Value (2)
$

49,272,428

Treasury Securities

15% -Minimum

5 years

N/A

19.14%

60,187,100

Agency Securities

85%

5 years

No limit

48.51%

152,557,177

Commercial Paper

25%

270 days

5%

9.33%

29,391,524

JPA Pools (CAMP)

25%

N/A

N/A

7.19%

22,605,452

Money Market Funds

15%

N/A

10%

0.16%
100.00%

503,072
$

Accrued Interest (unavailable for investing)

314,516,753
78,299

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

17,813
$

314,612,865

Bond/CP Fund Excluded from Portfolio Percentages:
Agency Securities

149,405,170

Commercial Paper

21,035,754

Local Agency Investment Fund (LAIF)

122,031,981

JPA Pools (CAMP)

10,803,712

Money Market Funds and Cash

10
$

Accrued Interest (unavailable for investing)

303,276,627
-

Subtotal for Bond/CP Fund (available for CIP expenditures):

$

303,276,627

Debt Service Reserve (DSR) Funds Excluded from Portfolio Percentages:
Treasury Securities and Money Market Fund - Series 2004A COPs

38,983,833

FSA - Reserve (GIC) - Series 2002A COPs

18,385,750

Trinity Plus - Reserve (GIC) - Series 1998A COPs

12,240,775

Subtotal for Debt Service Reserve Funds (unavailable for CIP expenditures):
Total Cash and Investments

$

69,610,358

$

687,499,850

Notes:
(1) Includes only investment types with balances at June 30, 2012.
(2) Book value of investments may differ from market values contained in financial statements.
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Investment Policy
The Water Authority’s investment policy is defined and approved annually. The purpose of this policy is to identify
various policies and procedures that enhance opportunities for a prudent and systematic investment policy and
to organize and formalize investment-related activities. The Water Authority’s Board of Directors has delegated
investment responsibility to the Water Authority’s treasurer, who is primarily responsible for implementing the
investment policy. The Board and treasurer adhere to the guidance provided by the “prudent investor rule.” The
treasurer presents an investment report to the Board monthly. The objectives of the investment policy are as
follows:
A. Safety: Each investment transaction shall seek to avoid capital losses. Diversification of the portfolio will be used
to reduce exposure to principal loss.
B. Liquidity: An adequate percentage of the portfolio will be maintained in liquid, short-term securities that can
be converted to cash to meet disbursement requirements. Investment in securities with active secondary markets
will be utilized. These securities will have a low sensitivity to market risk.
C. Yield: Yield should become a consideration only after the basic requirements of safety and liquidity have been
met.
D. Public Trust: All participants in the investment process shall act as custodians of the public trust. The overall
program shall be designed and managed with a degree of professionalism that is worthy of the public trust.
The investment portfolio will be diversified to avoid incurring unreasonable and avoidable risks regarding specific
security types or individual financial institutions. Portfolio diversification is employed as a way to control risk.
The Water Authority strives to maintain an efficient portfolio by providing for the lowest level of risk for a given
level of return. This acceptable level of return has been quantified as a return that is consistent with the 1-year U.S.
Treasury constant maturity.
The Water Authority is governed by the California Government Code, Sections 53600 et seq. Within the context of
these limitations, investments are authorized for the Water Authority’s operating and reserve funds as indicated in
the Summary of Investments table.
It is the Water Authority’s goal to maintain a minimum of 50 percent of the Water Authority’s portfolio in U.S.
Treasury securities; however, based on market conditions, a combination of 50 percent agency securities and
Treasury bills or notes will satisfy this requirement. At no time will less than 15 percent of the portfolio be in
Treasury bills or notes.
The Water Authority does not invest in derivative instruments. Securities such as yield curve notes, interest only,
principal only, range notes, and inverse floaters are prohibited. Callable bonds, step-up bonds, and floating rate
securities (with a positive spread) are permitted investments. No security will be purchased that could result in a
zero interest accrual if held to maturity. Investments such as common stocks, futures, and the writing of options are
prohibited from use in the Water Authority’s portfolio. The use of short positions is also prohibited.
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Litigation
The San Diego County Water Authority, along with the Imperial Irrigation District (IID), Metropolitan Water District
of Southern California, Coachella Valley Water District, and State of California (collectively “QSA parties”), are
defending a number of challenges that have been filed in a validation action brought relating to the Quantification
Settlement Agreement and its various related agreements (collectively “QSA”), including agreements relating to
the transfers of conserved water from IID to the Water Authority. On February 11, 2010, after trial on certain
issues, the trial court entered a judgment invalidating the QSA. The QSA parties appealed and the court of
appeal reversed the trial court. [Quantification Settlement Agreement Cases (2011) 201 Cal. App. 4th 758.] The
appellate court remanded the matter for trial on remaining undecided issues. Trial on the undecided issues is
scheduled for mid-November 2012 in Sacramento Superior Court. For further information, contact Daniel S.
Hentschke, General Counsel, 4677 Overland Ave., San Diego, CA 92123, (858) 522-6791, dhentschke@sdcwa.org.

Economy of San Diego County
Two of the San Diego region’s greatest assets are its geography and climate. Its physical beauty, ecological
diversity, and favorable weather make it an attractive place to live and conduct business. The result has been
a sustainable and diversified regional economy. The average annual rainfall is only ten inches, so the county is
highly reliant on imported water. For these reasons, the health of the regional economy is inextricably linked to
the long-term success of the San Diego County Water Authority.
According to the Department of
Transportation, San Diego County
has an estimated population of over
3.17 million people. The estimated
average growth between 2011 and
2040 is just under one percent. The per
capita income for 2012 is estimated at
$48,265 which is up 3.1 percent from
2010 estimates.

Chart 2
San Diego County Historic and
Projected Population, 2006-2040, Calendar Year
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San Diego’s recent relative economic
stability has been based on its
diversification of economic activity
and continued growth as a hub for
research and development and product
manufacturing in telecommunications,
biotechnology, military products, electronics
and information technology. (1)

Population Served (in Millions)

4.5

Source: California Department of Transportation. http://www.dot.ca.gov/hq/tpp/
offices/eab/socio_economic_files/2011/San_Diego.pdf. 09/20/12

The San Diego economy is continuing in its slow recovery, as businesses are still hesitant about hiring and
expanding. Construction and real estate are slated to continue to show minimal growth due to the surplus of
underwater and vacant properties. The region’s bright spot is the health care industry, which is the one area that
is expected to see robust growth.(2) Estimated unemployment in the region in 2012 is averaging 8.8 percent.
(1) County of San Diego. Adopted Operational Plan, Fiscal Years 2011 and 2012. Source: http://www.sdcounty.ca.gov/auditor/pdf/
adoptedplan_10-12_cover.pdf.p.21
(2) Chung, Klam, J. The Daily Transcript. San Diego SourceBook, 2012. pg. 1,2
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TABLE 12
San Diego County Annual Building Permit Activity, Calendar Year

Single Family
Multi-Family
TOTAL		

2012 year-to-date
Single Family
Multi-Family

Jan
161
30

2008

2009

2010

2011

2,524
2,996
5,520

1,778
122
1,900

2,270
146
2,416

2,242
176
2,418

Feb
132
4

Mar
194
7

Apr
211
55

May
225
0

June
234
9

Chart 3
Building Permit Activity, 2008-2012(est), Calendar Year
6,000

# of permits

5,000
4,000
3,000
2,000
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2012 (est. only)

Multi-Family

Source: U.S. Census Bureau (based on building estimates)
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TABLE 13
Labor Force Rate Trends, as of July of each year
Year

Area

2008

San Diego County
California
United States

2009

San Diego County
California
United States

2010

San Diego County
California
United States

2011

San Diego County
California
United States

2012 estimated

San Diego County
California
United States

Labor Force

Employment

Unemployment

% Unemployed

1,548,200

1,455,600

92,700

6%

18,203,100

16,890,000

1,313,100

7%

154,287,000

145,362,000

8,924,000

6%

1,554,200

1,405,000

149,200

10%

18,208,300

16,144,500

2,063,900

11%

154,142,000

139,877,000

14,265,000

9%

1,572,600

1,407,100

165,500

11%

18,316,400

16,051,500

2,264,900

12%

153,889,000

139,064,000

14,825,000

10%

1,583,800

1,426,100

157,700

10%

18,384,900

16,226,600

2,158,300

12%

153,617,000

139,869,000

13,747,000

9%

1,594,435

1,448,433

146,042

9%

18,432,180

16,432,390

1,999,660

11%

154,782,470

142,094,320

12,682,530

8%

Source: CALMIS (County and State) and U.S. Bureau of Labor Statistics, series report (U.S.)

TABLE 14
San Diego County Employment by Industry, Calendar Year

(1)

Industry

2008

2009

2010

2011

2012 *

Farm Production

10,500

9,500

10,500

10,000

9,500

400

400

400

400

400
58,100

Natural Resources and Mining
Construction

76,100

61,100

55,300

55,200

Manufacturing

102,800

95,300

92,900

92,800

92,500

Trade, Transportation, and Utilities

215,900

199,600

197,300

199,000

201,500

31,400

28,200

25,100

24,000

23,400

Information
Financial Activities

75,200

69,800

67,200

66,800

69,500

Professional and Business Services

222,300

206,800

207,700

211,500

220,800

Educational and Health Services

137,300

144,300

145,500

149,100

152,000

Leisure and Hospitality

164,000

154,800

154,800

156,900

168,800

Other Services

48,400

46,800

46,200

47,100

47,600

Federal Government

41,600

43,700

47,000

46,700

46,600

183,500

180,800

183,500

181,800

171,200

1,309,400

1,241,100

1,233,400

1,241,300

1,261,900

State and Local Government
TOTAL

Notes:
(1) Table uses the North American Industry Classification System (NAICS).
* Current year is based on July statistics.
Source: CALMIS
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November 21, 2012
Attention:

Board of Directors

General Counsel’s Report – October/November 2012
Purpose
This report discusses certain legal matters receiving attention during the months of
October/November 2012.
Significant Developments in Pending Litigation
MWD Rate Case:
On November 9, Judge Kramer held a hearing on the Water Authority’s motion to consolidate
the two cases (the 2011-12 rate case and the 2013-14 rate case) and MWD’s motion to stay the
2013-14 case, as well as a case management conference. Judge Kramer denied MWD’s motion
to stay. He also denied the Water Authority’s motion to consolidate, but agreed to coordinate
discovery, motion practice, and resolution of legal issues, to the extent practicable. The Court
will make findings of fact and issue a judgment in each case individually. In the 2011-12 case,
MWD and the Member Agencies have been producing documents in response to the September
17 Order requiring them to do so in advance of a December 3 deadline. A number of Member
Agencies, including MWDOC and the City of Los Angeles, have indicated they do not think
they will be able to meet the December 3 deadline. In the 2013-14 case, the Water Authority has
served discovery parallel to what the Court ordered in the 2011-12 case. In light of the denial of
their motion to stay, MWD and the Member Agencies have agreed to produce documents in the
2013-14 case. The Court has asked the parties to work out a stipulation, including a date by
which the discovery in the 2013-14 case will be produced. Late last month, MWD also served a
very broad set of document requests on the Water Authority which are much more expansive
than the discovery the Water Authority sought from MWD. MWD’s discovery requests
included, for example, documents relating to the Water Authority’s rates and the Carlsbad
desalination plant. Given that the scope of this discovery is both broader than what the Court
previously allowed and inconsistent with what MWD previously has argued is relevant in the
case, there will likely be further litigation concerning the proper scope of discovery. By
agreement, the Water Authority will provide its written objections and responses to MWD’s
document requests by December 17. The Court set a further case management conference for
January 15, 2013.
LADWP PRA Litigation:
On Friday, November 2, depositions were completed of the person most knowledgeable of
records retention and the person most knowledgeable in the electronic storage of records at
LADWP. Discussions have continued between counsel for the Water Authority and LADWP
and extensive records have now been produced or are the process of being produced. Final
search terms are still being negotiated. Although substantial progress has been made, the parties
have been unable to agree how to conclude the case without the necessity of a hearing. At the
continued trial-setting conference on November 15, the Court set a trial date for April 25, 2013 at
9:30 a.m. (his first available date).
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QSA Litigation:
Hearing on the remaining CEQA and validation issues was held on November 13 and 14. The
matter is under submission by the trial court. A decision is expected within 90 days.
Special Counsel Expenditures
Funds approved for payments to special counsel during October-November 2012 from the
General Counsel’s Operating Budget totaled $125,045.88 for work related to the Metropolitan
rate dispute and the enforcement of requests for public records. In addition, $72,869.41 was
approved for payment from the Colorado River Programs' Operating Budget for work related to
QSA matters. CIP expenditures during October-November 2012 were $54,643.96 for work
related to the Traylor-Shea Joint Venture matter.
Prepared by: Daniel S. Hentschke
Attachment: Special Counsel Expenditure Report
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Special Counsel Expenditure Report
(October-November 2012)
Special Counsel

Project

ADR Services (Hon.
A. Joseph, Mediator)

Olivenhain Mediation *

Arnold & Porter

Metropolitan Rates

Total $ Expended
FYs 10 & 11 (Fees &
Costs)

CIP Budget
Invoices
Approved for
Payment this
Period

OP Budget
Invoices
Approved for
Payment this
Period

Total $ Expended FYs Budget Allocation
12 & 13 (Fees & Costs) FYs 12 & 13 for
Legal Services
$4,700,000.00

$2,075.00 (OP)
$466,425.77 (OP)

$21,543.24

(OP)

$25,967.54

(OP)

(formerly Howard Rice
Nemerovski Canady Falk
& Rabkin)

Aviles, Kelly A.
Best, Best & Krieger
Brownstein, Hyatt,
Farber, Schreck

Enforcing Requests for Public
Records
Retirement Matters *
IID/SDCWA Transfer
General Legal Matters (as
assigned)
QSA Litigation

$8,154.70 (OP)
$14,178.13 (OP)
$6,445.81 (OP)
$1,531,654.28 (OP)
$63,661.69

1

$1,936.00

1

$591,576.77
$126,605.88

1

(OP)
(OP)

$1,174,596.72 (CIP)
Federal Clean Air Act
Challenge / QSA

$4,504.33 (OP)

$28,073.00
$2,177.10

1

(OP)
(OP)

$25,403.28 (CIP)
Audit Letter

$257,668.39 (OP)

Metropolitan Rates

$312,125.17 (OP)

$27,460.00

$513,054.00

MWD Public Records Request

$53,006.20

(OP)

2011 Change Petition
$7,271.72
$75.00

$21,265.31
$13,148.32
$34,701.82

(OP)
(OP)
(OP)

Colantuono & Levin

Metropolitan Rates

Daley & Heft

SDCWA v. Atlantica/Deluca *
SDCWA v. NIAC *

Duncan & Allen

1

$7,582.90 (OP)
$61,660.95 (OP)

San Vicente FERC Project

$4,012.50 (CIP)

$1,343.00

(CIP)

Olivenhain/Lake Hodges FERC
Proj.
TOV WTP *

$8,628.11 (CIP)

$395.00

(CIP)

IID Arbitration *

Keker & Van Nest

Discovery Referee (MWD Rate
Case)
Conflict of Interest/Open
Meeting Law Compliance *
Metropolitan Rates

Liebert Cassidy
Whitmore

Personnel Issues
Labor Negotiations

*

1

$5,467.50 (CIP)
$187.50 (CIP)
$118.50 (OP)

Pipeline Conveyance
Olivenhain Mediation *

Jenkins & Hogin

$547,302.10 (OP)

(OP)

Additional Aqueduct Width
Project-Twin Oaks
Rancho Penasquitos
Pressure Control Hydroelectric
Facility Project *

Frank, Lynn S.
(Mediator)
Hawkins, Delafield & Proposed Desalination Proj.
Wood
JAMS

$1,071.11 (OP)

Price Reset

$9,000.00 (CIP)
$675,353.40 (OP)

2

$180,096.71

2

$457,041.42
$899,556.04

2

$149,979.90

(CIP)

$14,062.52

(OP)

$2,127.71 (OP)
$76,687.50 (OP)

$2,117.50 (OP)
$97,010.88
$16,269.40 (OP)

3

$2,088,724.00
$92,904.73
$50,103.38

(OP)
3
3

Concluded matters or assignments.
_______________________________
1
2
3

(OP)
(CIP)

Not included in totals, these legal expenses related to QSA are coming out of Colorado River Program budget, not GC budget
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Special Counsel

Project

McKenna Long &
Aldridge

TOV WTP *

$749,193.84 (CIP)

Audit Letter

$292.00 (OP)

Olivenhain-Lake Hodges Pump
House
San Vicente Dam Raise *

Total $ Expended
FYs 10 & 11 (Fees &
Costs)

OP Budget
Invoices
Approved for
Payment this
Period

CIP Budget
Invoices
Approved for
Payment this
Period

Total $ Expended FYs Budget Allocation
12 & 13 (Fees & Costs) FYs 12 & 13 for
Legal Services
$4,700,000.00

$604,323.26 (CIP)

$1,431,938.52

(CIP)

$49,671.81

(CIP)

$18,401.14 (OP)

$4,425.00

(OP)

$8,357.00 (OP)

$17,456.10
$9,225.00
$276.00

$2,760.88 (CIP)

SDG&E Contract
Orrick Herrington &
Sutcliff LLP

Bond Counsel Services
Bond Counsel Services/Desal

Owen Wickersham & Copyright
Erickson
Pillsbury Winthrop
Terminal Pay Plans/Defined
Shaw Pittman
Benefit Pension Plans
IRS Audit Matters
Procopio Cory
Traylor/Shea Joint Venture
Hargreaves & Savitch (TSJV)
Multiple Tunnel Shift Pay
Reilly & Associates
Richards Watson &
Gershon
Townsend
Wiener, Howard
(Mediator)
Winston, Dennis A.

$3,940.54 (OP)
$11,126.25 (OP)
$282,821.75 (CIP)

$547.50 (OP)
$11,160.00 (OP)
$46,139.82 (CIP)

Trademark *
MWD RSI Mediation

$13,471.27
$13
471 27 (OP)
$6,000.00 (OP)

Enforcing Requests for Public
Records

$10,708.00

(OP)

$1,515.32
$218,756.50

(OP)
(CIP)

$251,359.61

(CIP)

$1,073.50

(OP)

Budget Remaining
in FYs 12 & 13

$125,045.88

$54,643.96

$13,095.86

(OP)

$3,422,792.08
$3,020,456.48

(OP)
(CIP)

Concluded matters or assignments.

_______________________________
4
5
6

Not included in totals, legal expenses related to bond counsel services (desal) are coming out of the Finance budget, not GC budget
Not included in totals, legal expenses related to copyright matter are coming out of Conservation budget, not GC budget
Not included in totals, legal expenses related to personnel issue are coming out of Human Resources budget, not GC budget
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5

(CIP)
(OP)
(OP)

6

$500.00
$3,355,678.55 (OP)
$3,168,456.49 (CIP)

*

$54,643.96

$255,921.33 (CIP)

Audit Letter
Personnel Issue
Water Conveyance Dispute *

Total:

5

4

$1,277,207.92

