MEETING OF THE BOARD OF DIRECTORS OF THE
MUNICIPAL WATER DISTRICT OF ORANGE COUNTY
Jointly with the
PLANNING & OPERATIONS COMMITTEE
January 3, 2017, 8:30 a.m.

MWDOC Conference Room 101

P&O Committee: Staff: R. Hunter, K. Seckel, J. Berg,
Director L. Dick, Chair H. De La Torre, K. Davanaugh
Director J. Finnegan

Vacant

Ex Officio Member: W. Osborne

MWDOC Committee meetings are noticed and held as joint meetings of the Committee and the entire Board
of Directors and all members of the Board of Directors may attend and participate in the discussion. Each
Committee has designated Committee members, and other members of the Board are designated alternate
committee members. If less than a quorum of the full Board is in attendance, the Board meeting will be
adjourned for lack of a quorum and the meeting will proceed as a meeting of the Committee with those
Committee members and alternate members in attendance acting as the Committee.

PUBLIC COMMENTS - Public comments on agenda items and items under the jurisdiction
of the Committee should be made at this time.

ITEMS RECEIVED TOO LATE TO BE AGENDIZED - Determine there is a need to take
immediate action on item(s) and that the need for action came to the attention of the District
subsequent to the posting of the Agenda. (Requires a unanimous vote of the Committee)

ITEMS DISTRIBUTED TO THE BOARD LESS THAN 72 HOURS PRIOR TO MEETING --
Pursuant to Government Code section 54957.5, non-exempt public records that relate to
open session agenda items and are distributed to a majority of the Board less than seventy-
two (72) hours prior to the meeting will be available for public inspection in the lobby of the
District’s business office located at 18700 Ward Street, Fountain Valley, California 92708,
during regular business hours. When practical, these public records will also be made
available on the District’s Internet Web site, accessible at http://www.mwdoc.com.

DISCUSSION

1. OVERVIEW AND PROCESS FOR LOCAL RESOURCES PROGRAM (LRP)
PROJECTS WITHIN THE MWDOC SERVICE AREA

2. CONSIDER ADOPTION OF A JOINT RESOLUTION WITH OCWD REGARDING
THE POSEIDON HUNTINGTON BEACH PROJECT

INFORMATION ITEMS (The following items are for informational purposes only —
background information is included in the packet. Discussion is not necessary unless a
Director requests.)
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P&0O Committee Meeting January 3, 2017

3. OC FLOOD CONTROL DISTRICT PROPOSAL ON ENCROACHMENT PERMITS
(oral report)

4. STATUS REPORTS
a. Ongoing MWDOC Reliability and Engineering/Planning Projects
b WEROC
C. Water Use Efficiency Projects
d Water Use Efficiency Programs Savings and Implementation Report

5. REVIEW OF ISSUES RELATED TO CONSTRUCTION PROGRAMS, WATER USE
EFFICIENCY, FACILITY AND EQUIPMENT MAINTENANCE, WATER STORAGE,
WATER QUALITY, CONJUNCTIVE USE PROGRAMS, EDUCATION, DISTRICT
FACILITIES, and MEMBER-AGENCY RELATIONS

ADJOURNMENT

NOTE: At the discretion of the Committee, all items appearing on this agenda, whether or not expressly
listed for action, may be deliberated, and may be subject to action by the Committee. On those
items designated for Board action, the Committee reviews the items and makes a
recommendation for final action to the full Board of Directors; final action will be taken by the
Board of Directors. Agendas for Committee and Board meetings may be obtained from the
District Secretary. Members of the public are advised that the Board consideration process
includes consideration of each agenda item by one or more Committees indicated on the Board
Action Sheet. Attendance at Committee meetings and the Board meeting considering an item
consequently is advised.

Accommodations for the Disabled. Any person may make a request for a disability-related
modification or accommodation needed for that person to be able to participate in the public
meeting by telephoning Maribeth Goldsby, District Secretary, at (714) 963-3058, or writing to
Municipal Water District of Orange County at P.O. Box 20895, Fountain Valley, CA 92728.
Requests must specify the nature of the disability and the type of accommodation requested. A
telephone number or other contact information should be included so that District staff may
discuss appropriate arrangements. Persons requesting a disability-related accommodation
should make the request with adequate time before the meeting for the District to provide the
requested accommodation.
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Item No. 1

DISCUSSION ITEM
January 3, 2017

TO: Planning & Operations Committee
(Directors Dick, Finnegan, Vacant)

FROM: Robert Hunter
General Manager

Staff Contact: Harvey De La Torre
Melissa Baum-Haley
Keith Lyon

SUBJECT: Overview and Process for Local Resources Program (LRP) Projects
within the MWDOC Service Area

STAFF RECOMMENDATION

Staff recommends the Planning & Operations Committee review and discuss

COMMITTEE RECOMMENDATION

Committee recommends (To be determined at Committee Meeting)

SUMMARY

The Metropolitan Water District of Southern California’s (MET) Local Resources Program
(LRP) provides funding to encourage the development of local resource projects, such as
water recycling, groundwater recovery, and seawater desalination. The objective of the
program is to help develop supplies that replace an existing demand (or prevents a new
demand) on MET’s imported water deliveries either through direct replacement of potable
water or increased regional groundwater production.

A retail water agency within the MWDOC service area can only apply for MET’s LRP
financial incentives through its MET member agency - MWDOC. MWDOC staff offers
assistance to local agencies to discuss potential projects that might qualify under MET’s
program. The current process includes application preparation and submittal by the agency
to MWDOC and MET staff, review and approval of the LRP agreement by MWDOC Board
and the local agency, followed by MET Board review and approval. Once the project is
approved by MET and MWDOC, a monthly certification and annual reconciliation occurs to
verify accurate production to properly determine the financial incentive.

Budgeted (Y/N): N Budgeted amount: None Core _X_ Choice ___

Action item amount: N/A Line item:

Fiscal Impact (explain if unbudgeted):
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The purpose of this Board item is to describe the evolution of MET’s LRP, its current
program, including the three different financial incentive structures, performance provisions,
and the application approval process. Additionally, in response to a MWDOC Board inquiry,
MWDOC staff has recommended a modification to its LRP application process that seeks
Board review of eligible projects earlier in the process so the Board is better informed of
proposed local resource projects within the District’s service area seeking LRP incentives.

DETAILED REPORT

Program Evolution

In 1982, MET established the Local Projects Program (LPP) to provide assistance to
develop local supplies with a focus on recycled water projects. Within the LPP, MET’s
financial incentive was a fixed rate of $154 per acre-foot (AF) of production.

In 1991, MET added the Groundwater Recovery Program (GRP), which was designed to
improve water supply reliability through the recovery of otherwise unusable groundwater
that was degraded by minerals and other contaminants, and provided access to the storage
assets of the degraded groundwater. Within the GRP, MET’s financial incentive was based
on the project’s actual unit production cost that was greater than MET’s treated full service
rate, on a sliding scale from $0 to $250 per AF.

Based on their similar objectives, in 1995 the LPP and GRP were combined into one MET
program - Local Resources Program (LRP). As a result, member agencies were given the
option to convert LPP agreements to the GRP-type incentive terms (sliding scale) or
continue with the fixed incentive.

From 1998 through 2007, the LRP application process utilized a competitive approach,
whereby potential local projects were evaluated by a panel based on criteria adopted by the
MET Board. Within the LRP competitive process, as part of the application package,
agencies specified their LRP financial incentive request within a range from $0 to $250 per
AF with lower requests ranking higher.

The competitive process application was replaced with updated LRP principles in 2007,
allowing for an open application process and eliminating the competitive process. The LRP
was further revised in 2014, with a choice of three different financial incentive structures and
the additional of ocean desalination projects. Below is a detail description of the current
LRP.

Current LRP Incentives and Program Provisions

The 2014 revisions extended the LRP to include ocean desalination projects as well as
recycled water' and groundwater recovery projects. Continuing from previous versions of
the program, project production must still replace an existing demand or prevent a new
demand on MET’s imported water deliveries.

' Recycled water use costs for on-site retrofit now qualify as a project cost to determine an agency’s LRP
incentive amount.
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Within the revised LRP, financial incentives are based on the local agency’s choice between
three different incentive payment structures:

1. Sliding scale from $0 to $340 per AF for 25 years
2. Sliding scale from $0 to $475 per AF for 15 years (with a 25-year term)
3. Fixed up to $304 per AF for 25 years

Under the sliding scale incentive payment structures (payment structures 1 and 2), MET’s
financial incentive provided to the local agency is calculated annually based on the agency’s
actual unit cost of production that is greater than MET’s LRP Rate (which is equivalent to
the treated full service rate), and subject to the maximum incentive rate threshold.
Furthermore, under incentive payment structure 2, project production must continue during
years 16 thru 25, even though no MET incentives are provided.

Additionally, the following project performance provisions are included within each LRP
agreement:
0 Must start construction within two years after agreement execution, or the
agreement may be terminated
0 Must start project operation within four years after agreement execution, or
the agreement may be terminated
0 Must produce at least 50% of agreement annual Ultimate Yield by seven
years after Agreement execution, or Ultimate Yield may be reduced by
production shortfall
0 Must produce at least 75% of agreement annual Ultimate Yield by eleven
years after Agreement execution, or Ultimate Yield may be reduced by
production shortfall
o After 11 years after agreement execution, must produce at least 75% of
agreement annual Ultimate Yield once during every four years until
agreement termination

LRP Application Process and Board Approval

The current process includes application preparation and submittal by the agency to
MWDOC and MET staff, review and approval of the LRP agreement by MWDOC Board and
the local agency, followed by MET Board review and approval. Below is a more detail
description of the normal sequence for the MWDOC LRP application approval process:

Project Development

When a local agency considers development of a new or expanded local resource
project, financial feasibility of the project often depends on whether or not it qualifies
for LRP funds. Therefore, during project development, MWDOC and the agency’s
staff meet to discuss the potential project and LRP eligibility.

At the onset of discussions with the agency, MWDOC staff informs MET staff of
potential future LRP projects. (In fact, member agencies are encouraged by MET
staff to inform them of new local resource projects so MET can maintain a current
inventory list of local resource projects.) In some occasions, subsequent meetings
may be scheduled if there are complex questions regarding the project’s
qualification. Such meetings with local agencies and/or MET are described in the
monthly MWDOC General Manager’'s Report.
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Application Development and Submittal

When the local agency is ready, MWDOC staff provide MET’s LRP Application
Guidelines?, and previously submitted LRP Applications as examples to help the
local agency prepare their LRP Application. Some agencies develop the LRP
Application in-house, while others contract the work to consultants.

Once the agency completes their LRP Application, it is submitted to MWDOC as a
draft. MWDOC staff reviews the draft application for completeness and makes
suggestions for improvement, where needed. An agency’s final LRP Application is
then re-submitted to MWDOC, whereby MWDOC submits the LRP Application to
MET. Included in this application is a letter signed by MWDOC’s General Manager
officially submitting an LRP application and seeking an LRP incentive for the
proposed local resource project. Submittal of all MWDOC LRP Application are
reported in the monthly MWDOC General Manager’s Report.

MET Staff Application Review

Upon receiving an LRP Application, MET staff provides notification of receipt of the
Application to MWDOC and the local agency. MET staff then proceeds to review the
application for completeness, and requests any additional documents (e.g. permits,
environmental documents) or meetings, if needed. It important to note, that during
this review process there is much collaboration with between MWDOC, the local
agency and MET staff to ensure the application is completed. Once the application is
deemed complete following completion of all permits, including CEQA, MET staff
moves forward with its recommendation for approval to the MET Board. However, it
is carefully explained to the local agency that any LRP Application submitted does
not signify or guarantee funding approval by MET. All LRP agreements are subject
to MWDOC and MET Board approval.

MWDOC Board Review and Approval

Before the project can be considered by MET’s Board of Directors, an LRP
agreement is developed for MWDOC and the local agency review and approval. This
is the official review of the LRP Project by the MWDOC Board. The entire LRP
application along with the Agreement is distributed for the Board review and
approval.

MET Board Review and Approval

If MET staff determines that the Project qualifies within MET’s LRP criteria and all
required documents, including the LRP agreement, have been provided to MET,
MET staff recommends approval to its Board.

List of MWDOC LRP Projects

Since the program’s inception, MWDOC has had a number of local resource projects in the
program. A matrix of past, current, and pending LRP projects within the MWDOC service

area are listed in the table below. This list of projects by MWDOC member agency includes
year the LRP agreement was executed, eligible incentive ($/AF) amount, the Ultimate Yield

2 MET’s LRP application can be found at:
http://www.mwdh2o.com/PDF _About Your Water/2.4.3.1 Local Resources Program Application.pdf
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project production amount (AFY), average production amount during active years, and fiscal
year 2015-16 production amount, if the project is still active.

Modification to the MWDOC Review Process

This past November, the MWDOC Board approved two LRP agreements for submittal to the
MET Board. During the Board’s review it was suggested that the current LRP application
process be modified to include the MWDOC Board’s review and input of eligible LRP
projects earlier in the review process. Therefore, MWDOC staff recommends that the
Board, in additional to the General Manager reports, receive an information item at the
Planning and Operation Committee on the project during the time the LRP Application is
being reviewed by MWDOC staff; rather than towards the end when the LRP agreement is
being considered for Board approval. This will provide the Board with a better
understanding of the pending LRP projects, its proposed production amounts, timeframe, as
well as challenges, if any, to better assist in its approval at the MET Board.
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Item No. 2

DISCUSSION ITEM
January 3, 2017

TO: Planning & Operations Committee
(Directors Dick, Finnegan)

FROM: Robert Hunter Staff Contacts: Karl Seckel
General Manager Charles Busslinger

SUBJECT: Consider Adoption of a Joint Resolution with OCWD Regarding the
Poseidon Huntington Beach Project

STAFF RECOMMENDATION

It is recommended that the Committee receives and files the report and provides direction to
staff.

COMMITTEE RECOMMENDATION

Committee recommends (To be determined at Committee Meeting)

DETAILED REPORT

MWDOC’s Executive Committee met on December 20 to discuss whether or not to adopt a
joint resolution with OCWD regarding working together “for the common purpose of
purchasing, distributing and integrating drinking water from the proposed Huntington Beach
Desalination Project.” A wide-ranging discussion occurred and the following points were
made during the discussion:

e Some Directors supported the concept of adopting a joint resolution with OCWD
while others did not see the need for such a resolution. It was noted the staff from
the two agencies were already working cooperatively. Some thought the joint
resolution would send an appropriate message regarding moving the project
forward. Others were concerned about the implications in the existing wording about
MWDOC’s role in financing such a project as the MWDOC Board of Directors has
not voted a resolution of support of the project.

Budgeted (Y/N): n/a Budgeted amount: n/a Core v Choice __

Action item amount: n/a N
Line item:

Fiscal Impact (explain if unbudgeted):
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e Some voiced support for the Project as being in Orange County’s future while others
were not ready to make such a commitment.

e Other issues brought up during the discussion included:

(0}

We should not wait on the WaterFix and a belief that we need ocean
desalination even if the WaterFix proceeds was expressed.

It was noted that many versions of how to integrate the water into the Orange
County system were under consideration. OCWD indicated the need to know
more precisely if MWDOC had an interest in moving any of the water to South
County or whether OCWD would just proceed on their own and this is one of
the main reasons for the Resolution to work together to clarify all of the
possible integration options.

OCWD indicated that the Poseidon Project would help with overall reliability
to South Orange County and would open up possibilities with moving
emergency water to South Orange County including potentially moving
groundwater to South Orange County. It was suggested that MWDOC take
the primary role in this transaction with the potential for a MWDOC storage
account in the groundwater basin.

There are many technical, engineering, and financial decisions that need to
be resolved. Water quality, stranded assets, integration operations and
CEQA coverage of all scenarios were discussed.

Some suggested the project would NOT result in stranding any of MET’s
assets while others pointed to a direct offset of MET water being treated at
the Diemer Plant from implantation of the project.

It was noted that obtaining MET’s LRP contribution in the amount of about
$400 million was needed or the project would not move forward. A new
concept was put forth indicating OCWD’s suggestion that MET retain 50%
ownership in the project at the end of the Agreement. Input suggested that
getting MET’s LRP contribution to this project would not be an easy task.

The resolution was also an opportunity for the two Boards to work together on
emergency supplies for South Orange County (really for all of Orange
County). Having emergency supplies is very important for Orange County in
the event of natural disasters.

CEQA issues are being studied right now and the process needs to include
any possible delivery options to eliminate having to re-do CEQA at a later
date.

Seeking Federal and State funds could reduce the overall costs of the project
to OC ratepayers.

It was noted that we already have a resolution on working together with
OCWD and that resolution provides sufficient flexibility for the two agencies to
work on any reliability items.
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0 Some questioned the ultimate cost of the project and whether it is really a
good investment while others noted the value of having water during water
shortage events as being extremely valuable. Others noted the costs would
only go up in the future so an investment sooner than later would be
appropriate.

o OCWD noted that the intent of the resolution was to use the collective efforts
of the two agencies to put the project forth to get an up or down vote.

o IRWD noted that those agencies electing to participate who benefit from the
project should be the ones to pay for the project.

o It was noted that many projects are on the horizon, the California WaterFix,
Eco-Restore, Carson, Poseidon, SARRCUP, Groundwater Storage,
Emergency Supplies to South County — and there have been no formal
positions by the Board, except just recently for the WaterFix and Eco-
Restore.

Recommendation from the Executive Committee Discussions

It was recommended that MWDOC staff put forth a summary report of the Executive
Committee discussions for consideration at the January 3, 2017 Planning &Operations
Committee that would include:

1.

Bring back the Resolution with any wording changes suggested by Directors for
discussion among the MWDOC Board. The General Manager will coordinate the
inclusion of Directors’ suggested changes to the resolution.

. Schedule a joint discussion with OCWD for the Joint Committee to be held on

January 25.

. Target February as the time for consideration by both Boards for the Joint

Resolution.

Consider whether to form an Ad Hoc Committee between the two Boards.

5. Direct the MWDOC staff to prepare technical analyses of the proposed options and

issues, increase joint analyses with OCWD staff on the project, and provide the
MWDOC Board of Directors with the results and conclusions of such efforts.

. Consider whether to re-start the MWDOC Poseidon Working Group to help work

through the technical, legal, and financial issues, especially to ensure that the CEQA
document considers all options for integration of the water into the Orange County
system.

The overall goal of the efforts would be to develop all of the necessary information to
bring the Poseidon Project forward for an up or down vote by the two Boards.

Staff Observations

MWDOC staff believes that the staff and Board from both MWDOC and OCWD should work
together in a cooperative manner, and also with the member agencies, to fully evaluate the
options, costs and implications of the Poseidon Project. Staff does not believe a resolution
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is needed to bring these efforts to fruition - a simple directive is sufficient. Staff is also of
the belief that much misinformation exists about what benefits the Poseidon Project will or
won't bring to Orange County and when and under what conditions it may be needed from a
reliability standpoint. Part of the future efforts should be for staff from the two agencies to
work together to fully quantify the costs, benefits and implications of the Poseidon Project
and how the water systems in Orange County will work to efficiently integrate local Santa
Ana River supplies, MET supplies, Carson supplies and Poseidon supplies into the
resources mix. It would be appropriate for the two staff to develop a work plan to outline the
efforts needed to complete the various evaluations.

Attachment

Attached is the original version of the proposed resolution as discussed at the MWDOC
Executive Committee with the paragraphs numbered to facilitate reference and discussion.
Staff will provide a revised document with suggested edits from the MWDOC Directors prior
to the P&O meeting.

Suggested Technical Corrections

MWDOC staff has identified the following factual and phrasing issues with the proposed
resolution discussed at the Executive Committee meeting. Observations are listed by
paragraph number.

(3) MWDOC provides water to 2.2 million people in Orange County. The total population of
Orange County is 3.1 million people.

(6) The paragraph would more accurately read as “WHEREAS, MWDOC'’s Final 2015
Urban Water Management Plan (UWMP) Section 7.3 “Planned Water Supply Projects and
Programs” identifies the proposed 50 MGD Huntington Beach Desalination Project as one
of several potential future water supply projects that could improve water supply and system
reliability, meet projected demands, as well as reduce the County’s demand on imported
water; and”

(7) This paragraph is factually correct but it should be noted that the demand for imported
water in the 2015 UWMP is projected to decrease by approximately 18,000 acre-feet per
year by the year 2040 under these conditions.

(9) MWD has not “endorsed” the Poseidon project. This paragraph could more accurately
read as “WHEREAS, MWD listed the proposed Huntington Beach Desalination Project as
one of several possible projects in MWD’s 2015 Integrated Water Resources Plan (IRP)
which also identified the need for 238,000 — 438,000 acre-feet from local supplies by 2040;
and”

(13) There are two factual errors in this paragraph. The sentence “This policy goal can only
be achieved through the development of new supplies that are locally controlled by the
district...” is not factually correct as this is not the “only” way this goal can be achieved. In
addition, it is not OCWD’s policy to “reduce” the BPP if the overdraft reaches 350,000. It is
OCWD'’s policy to “consider” reducing the overdraft at both 300,000 and 350,000 acre-feet.
However, the consideration of reducing the BPP has also included discussions of increasing
the BPP.
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Resolution No.:

JOINT RESOLUTION OF THE
MUNICIPAL WATER DISTRICT OF ORANGE COUNTY
BOARD OF DIRECTORS
AND OF THE
ORANGE COUNTY WATER DISTRICT BOARD OF DIRECTORS
TO SUPPORT THE DISTRUBUTION AND INTEGRATION OF DRINKING WATER FROM THE
HUNTINGTON BEACH DESALINATION PROJECT

(1) WHEREAS, the Municipal Water District of Orange County (MWDOC) is a member
agency of the Metropolitan Water District of Southern California (MWD); and

(2) WHEREAS, the Orange County Water District (OCWD) is a special district created
by the California State Legislature in 1933; and

(3) WHEREAS, MWDOC and OCWD jointly serve millions of consumers in Orange County, CA,
with MWDOC providing water for 3.1 million people and OCWD providing water for 2.4 million
people; and,

(4) WHEREAS, MWDOC and OCWD share 19 water agency members in north and
central Orange County, with MWDOC serving an additional 9 water agency members in
south Orange County; and

(5) WHEREAS, in August of 2016, the Board of Directors of MWDOC and the Board of Directors
of OCWD jointly resolved that both districts shall work together for the common purpose of
sourcing, treating and transmitting safe, reliable,

high-quality, affordable water supplies throughout Orange County;

(6) WHEREAS, MWDOC’s Urban Water Management Plan (“UWMP”) 2015 Update Section 7.3-
4 “Planned Water Supply Projects and Programs” identifies the proposed 50 MGD
Huntington Beach Desalination Project as a planned future water supply project that could
meet projected demands as well as reduce the County’s demand on imported water; and

(7) WHEREAS, MWDOC’s UWMP 2015 Update finds that under normal conditions total direct
and indirect water demands are projected to increase to 515,425 by the year 2040 with
Orange County still relying on imported water for over 200,000 acre feet per year without
the development of new supplies; and

(8) WHEREAS, MWDOC’s Orange County Water Reliability study found that without the
California WaterFix and without any new water supply projects, Orange County would have
shortages in 8 out of 10 years; even with the completion of the California WaterFix,
additional water supply projects by MWD, MWD-member agencies projects or projects
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developed within Orange County are needed for Orange County to be fully reliable out to
the year 2040; and

(9) WHEREAS, MWD endorsed the proposed Huntington Beach Desalination Project, and
MWD’s Integrated Water Resources Plan (IRP) 2015 update identifies the need for 238,000 -
438,000 acre-feet from the local supplies by 2040; and

(10) WHEREAS, in October 2013, Orange County’s MWD-member agencies; MWDOC and the
Cities of Santa Ana, Fullerton and Anaheim, jointly submitted an application to MWD for
Local Resource Program funding for the Huntington Beach Desalination Project; and

(11) WHEREAS, the OCWD Long-Term Facilities Plan 2014 Update identifies the Huntington
Beach desalination facility as a priority project and the single largest source of new, local
drinking water supply available to the County; and

(12) WHEREAS, OCWD’s Groundwater Management Plan 2015 Update identifies the
proposed Huntington Beach Desalination Project as providing the District with up to 56,000
acre feet per year (50 MGD) of new supply prior to 2020; and

(13) WHEREAS, in January 2013, OCWD’s Board of Directors adopted a policy to maintain a
75% Basin Pumping Percentage (BPP). This policy goal can only be achieved through the
development of new supplies that are locally controlled by the district to ensure that the
higher BPP is sustainable over time. It is the District’s policy to reduce the BPP if the
cumulative groundwater basin overdraft reaches 350,000 acre feet. Today the District’s
groundwater basin is 75% depleted and the cumulative overdraft stands at 370,000; and

(14) WHEREAS, on May 15, 2013, OCWD’s Board of Directors resolved that it is the policy of
the district to consider and develop a variety of new, local water resources — including
seawater desalination — to ensure sufficient water supplies are always available to the
residents and businesses in the service territory; and

(15)  WHEREAS, on March 17, 2010 the OCWD signed a Memorandum of Understanding
(MOU) with Poseidon Resources for the consideration of the purchase of water from the
proposed desalination Project. On July 24, 2013, the District’s Board of Directors voted to
evaluate the financial feasibility of purchasing the full 56,000 acre feet per year capacity of
drinking water that will be produced by Poseidon’s proposed Project, and on May 14, 2015
the District’s board of directors voted to approve a Water Reliability Agreement Term Sheet
for the purchase of 50 million gallons per day of drinking water from the proposed project;
and

(16) WHEREAS, the proposed Huntington Beach Desalination Project with a locally
controlled, drought-proof, high-quality supply of drinking water that will reduce the need to
import water and provide flexibility in how OCWD manages the groundwater basin.
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(17)  WHEREAS, the proposed Huntington Beach Desalination Project has a certified
Environmental Impact Report and all of its local permits from the City of Huntington Beach,
and discretionary approvals from the Santa Ana Regional Water Quality Control Board and
California State Lands Commission; and

(18) WHEREAS, the proposed Huntington Beach Desalination Project is in the final phase of
permitting. Poseidon Resources anticipates receiving the necessary permit amendments
and new permit approvals during 2017; and

(19) NOW, THEREFORE, BE IT HEREBY JOINTLY RESOLVED by the Board of

Directors of MWDOC and the Board of Directors of OCWD that both districts shall work
together for the common purpose of purchasing, distributing and integrating drinking water
from the proposed Huntington Beach Desalination Project so that all of Orange County
reasonably shares in the new water supply reliability benefits.

(20)  BEIT FURTHER RESOLVED, DETERMINED, AND ORDERED AS FOLLOWS:

(21)  Section 1. The Board of Directors of MWDOC and OCWD shall collaborate in support of
the successful permitting and development-of the distribution system and institutional
arrangements necessary to share the water supply reliability benefits from the Huntington
Beach Desalination Project throughout Orange County.

(22)  Section 2. The Board of Directors of MWDOC and OCWD shall convene a combined
agency desalination ad hoc committee that will ensure the timely fulfillment of this
resolution.

(23)  Section 3: The Board of Directors of MWDOC and OCWD shall jointly engage with MWD
regarding the LRP application and MWD'’s participation in the proposed Huntington Beach
Desalination Project.

(24)  Section 4. The MWDOC Secretary and OCWD Secretary will transmit a certified
copy of this resolution to members of both agencies.

(25)  Said Resolution was ADOPTED, SIGNED and APPROVED this xx day of October, 2016 by
the
following roll call vote.

AYES:
NOES:

(26) | HEREBY CERTIFY the forgoing is a full, true and correct copy of Resolution
NO. xxxx adopted by the Board of Directors of xxxx at its meeting held on October, xx, 2016.
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