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WORKSHOP MEETING OF THE 

BOARD OF DIRECTORS WITH MET DIRECTORS 

MUNICIPAL WATER DISTRICT OF ORANGE COUNTY 

18700 Ward Street, Fountain Valley, California 

November 4, 2020, 8:30 a.m. 

Due to the spread of COVID-19 and as authorized by the Governor’s Executive Order, 

MWDOC will be holding all upcoming Board and Committee meetings by Zoom Webinar 

and will be available by either computer or telephone audio as follows: 

Computer Audio: You can join the Zoom meeting by clicking on the following link: 

  https://zoom.us/j/8828665300 

 Telephone Audio: (669) 900 9128 fees may apply

(877) 853 5247 Toll-free

  Webinar ID: 882 866 5300#

AGENDA 

ROLL CALL 

PUBLIC PARTICIPATION/COMMENTS 
At this time members of the public will be given an opportunity to address the Board concerning items 
within the subject matter jurisdiction of the Board.  Members of the public may also address the Board 
about a particular Agenda item at the time it is considered by the Board and before action is taken. 

The Board requests, but does not require, that members of the public who want to address the Board 
complete a voluntary “Request to be Heard” form available from the Board Secretary prior to the 
meeting. 

ITEMS RECEIVED TOO LATE TO BE AGENDIZED 
Determine need and take action to agendize item(s), which arose subsequent to the posting of the 
Agenda.  (ROLL CALL VOTE: Adoption of this recommendation requires a two-thirds vote of the Board 
members present or, if less than two-thirds of the Board members are present a unanimous vote.) 

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. 

NEXT RESOLUTION NO. 2102 

PRESENTATION/DISCUSSION ITEMS 

1. INPUT OR QUESTIONS ON MET ISSUES FROM THE MEMBER AGENCIES/MET

DIRECTOR REPORTS REGARDING MET COMMITTEE PARTICIPATION

Recommendation:  Receive input and discuss the information.
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2. UPDATE ON METROPOLITAN ACTIVITIES BY METROPOLITAN BOARD 

CHAIR, GLORIA GRAY  

 

Recommendation: Review and discuss the information presented.  

 

3. PRESENTATION BY MET STAFF REGARDING MET’S REGIONAL RECYCLED 

WATER PROGRAM WHITE PAPER  

 

Recommendation: Review and discuss the information presented. 

 

4. METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA 

INTEGRATED RESOURCES PLAN (IRP) DISCUSSION SERIES PART 10 

 

Recommendation: Review and discuss the information presented. 

 

INFORMATION ITEMS 

 

5. MET ITEMS CRITICAL TO ORANGE COUNTY (The following items are for 

informational purposes only – a write up on each item is included in the packet.  

Discussion is not necessary unless requested by a Director) 

 

a. MET’s Finance and Rate Issues    

b. MET’s General Manager Recruitment Process  

c. MET’s Water Supply Conditions    

d. Colorado River Issues 

e. Delta Conveyance Activities and State Water Project Issues (written and oral 

report) 

 
Recommendation: Review and discuss the information presented. 

 

6. METROPOLITAN (MET) BOARD AND COMMITTEE AGENDA DISCUSSION 

ITEMS 

 

a. Summary regarding October MET Board Meeting 

b. Review items of significance for MET Board and Committee Agendas 

 
 Recommendation: Review and discuss the information presented. 

 

ADJOURNMENT 
Note: 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 accommodations should make 
the request with adequate time before the meeting for the District to provide the requested accommodations. 
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Budgeted (Y/N):  N/A Budgeted amount:  None Core _X_ Choice __ 

Action item amount:  N/A Line item:   

Fiscal Impact (explain if unbudgeted):   

 

 Item No. 2 
 
 
 

DISCUSSION ITEM 
November 4, 2020 

 
 
TO: Board of Directors 
 
FROM: Robert Hunter, General Manager 
 
 Staff Contact: Harvey De La Torre 
   Melissa Baum-Haley   
 
 
SUBJECT: UPDATE ON METROPOLITAN ACTIVITIES BY METROPOLITAN BOARD 

CHAIR, GLORIA GRAY 
 
 
STAFF RECOMMENDATION 
 
Staff recommends the Board of Directors discuss and file this information. 
 
 
REPORT 

 
Director Gloria D. Gray has served as the Chairwoman of the Metropolitan Board since her 
election in October, 2018. She is the first African American Chairperson in the 90-year 
history of Metropolitan, and has been credited with bringing a new and diverse perspective 
to the Southern California water landscape. At the October 13 Metropolitan Board meeting, 
Chair Gray was unanimously reelected as Chairwoman. She will begin her second two-year 
term on Jan. 1, 2021. 
 
This is an important time in Metropolitan’s history that calls for Board unity. We have invited 
Metropolitan Board Chair Gray to provide an update on current Metropolitan activities.  In 
the months ahead Chair Gray will head Metropolitan’s 38-member board as it selects a 
replacement for longtime general manager Jeffrey Kightlinger, who announced his 
retirement earlier this year. The Metropolitan Board also faces critical decisions on the 
agency’s rate structure, long-term water strategy, investment priorities, including whether to 
advance a major regional recycled water program and to continue supporting a conveyance 
tunnel in the Sacramento-San Joaquin Delta to improve supply reliability. 
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Budgeted (Y/N):  N/A Budgeted amount:  None Core _X_ Choice __ 

Action item amount:  N/A Line item:   

Fiscal Impact (explain if unbudgeted):   

 

 

   
  Item No. 3 

 

 
DISCUSSION ITEM 
November 4, 2020 

 
 
TO: Board of Directors 
 
FROM: Robert Hunter, 
 General Manager 
 
 Staff Contact: Harvey De La Torre  
   Melissa Baum-Haley   
 
SUBJECT: PRESENTATION BY METROPOLITAN STAFF REGARDING REGIONAL 

RECYCLING WATER PROGRAM  
 
 
STAFF RECOMMENDATION 
 
Staff recommends the Board of Directors review and discuss the information presented. 
 
 
COMMITTEE RECOMMENDATION 
 
Committee recommends (To be determined at Committee Meeting) 
 
 
REPORT 
 
The Regional Recycled Water Program (RRWP), a partnership with the Sanitation Districts 
of Los Angeles County, will purify wastewater to produce high quality purified water. The 
first White Paper, presented in July 2019, addressed three alternative approaches to RRWP 
implementation, as well as Metropolitan’s potential role in the development of Direct Potable 
Reuse (DPR) regulations. On October 12, Metropolitan held a workshop at the Engineering 
and Operations Committee to focus on a second white paper regarding planning, financial 
considerations and agreements for the RRWP. It is intended that the additional information 
provided in this second white paper will assist the Metropolitan Board in decision making 
related to the RRWP, specifically whether to move forward with environmental review and 
associated work on the Program. 
 
Attached is the second white paper, which broadly provides an update regarding the 
RRWP’s role in Metropolitan’s regional resource planning, and also provides information 
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regarding certain financial, institutional, and other considerations related to the Program. In 
the development of this paper, Metropolitan staff conducted a preliminary review of the 
potential cost-recovery approaches for the Program.  
 
The RRWP is currently estimated to have a construction cost ranging from $2.6 to $3.4 
billion (2018 dollars), depending on the project phasing approach approved by the Board. 
The estimates do not include any additional facilities needed for the implementation of DPR 
through raw water augmentation, should that option be implemented in the future. 

 
 

The cost-recovery approaches discussed do not contain a full cost-of-service analysis. The 
discussion includes a review by staff of the following approaches: 
 

1. Direct Recipient Pays 100% of Metropolitan’s RRWP Costs 
Recover 100% of Metropolitan’s RRWP costs only from those member agencies that 
directly receive purified water from the Program (direct recipients). 
 

2. RRWP Costs are Integrated into Metropolitan’s Water Service Rates and Charges 
Recover 100% of Metropolitan’s RRWP costs by integrating those costs into 
Metropolitan’s regional wholesale water service costs and recover the integrated 
costs through an integrated rate structure based on the cost-of-service process. 
 

3. Hybrid Cost Recovery 
Implement a hybrid cost-recovery approach in which a portion of the costs are 
recovered from member agencies directly receiving purified water and the rest is 
recovered through Metropolitan’s costs integrated rate structure. 

 
The current evaluations and financial program planning assume that the RRWP is 
integrated into Metropolitan’s operations and service, based on currently available 
information.  
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The paper also includes the potential for future purchase commitments required for water 
deliveries and the agreements/arrangements needed to ensure successful water deliveries 
to the groundwater basins located along the path of the backbone conveyance system. 
Lastly, this paper highlights the potential for Metropolitan to collaborate with other agencies, 
and how potential partnerships, grant funding, and low-interest loan programs can offset 
Metropolitan’s investments in the Program. 
 
 
MWDOC staff has invited Deven Upadhyay, Assistant General Manager/Chief Operating 
Officer for Metropolitan, to provide an overview presentation of the second RRWP white 
paper and the institutional and financial considerations for the RRWP. 
 
 
More information on the RRWP can be found at: 
http://www.mwdh2o.com/DocSvcsPubs/rrwp/index.html#home 
 
 
Attachment: Regional Recycled Water Program White Paper – Intuitional and 

Financial Considerations 
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Regional Recycled Water Program 

White Paper No. 2 

Planning, Financial Considerations, and 
Agreements 

October 12, 2020 
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Regional Recycled Water Program Planning, Financial Considerations & Agreements Page 1 

 INTRODUCTION 

The conclusion of the Conceptual Planning Studies Report (Report 1618, February 21, 2019) included 
recommendations that Metropolitan should: 

 Continue evaluation of the Program’s regional water supply benefits in the context of
Metropolitan’s Integrated Water Resources Plan (IRP);

SUMMARY 

White Paper #1 was presented in July 2019 at the Metropolitan Board Workshop No. 1 for the Regional 
Recycled Water Program (RRWP or Program). The first White Paper addressed three alternative 
approaches to RRWP implementation, as well as Metropolitan’s potential role in the development of 
direct potable reuse (DPR). This White Paper #2 (paper) provides an update regarding the RRWP’s role 
in Metropolitan’s regional resource planning, and also provides information regarding certain financial 
and other considerations related to the Program. It is intended that the additional information provided 
in this paper will assist the Board in decision making related to the RRWP—whether to move forward 
with environmental review and associated work on the Program. 

The role of the RRWP in Metropolitan’s resource planning was addressed in the Feasibility Study, 
Report No. 1530, in November 2016. The Feasibility Study showed the local resource targets set in 
Metropolitan’s 2015 Integrated Water Resources Plan (IRP) Update have not been met and the RRWP 
could serve to help meet those targets. The Feasibility Study also presented other potential benefits of 
the Program, such as a reduction of shortage possibilities and increased system flexibility that could be 
derived from the Program.  While the IRP will be updated many times before construction of the 
RRWP could be completed, these updates are not likely to change most of the core benefits this 
program could provide.  This paper highlights the nature of those regional benefits. 

In the preparation of this paper, staff conducted a preliminary review of the potential cost-recovery 
approaches for the Program based on the benefits identified to date. The results of this assessment are 
provided in this paper and may be used by staff to conduct a cost-of-service study at the appropriate 
time. At this time, the preliminary review and information is being provided to the Board to obtain 
policy direction as to preferred cost-recovery methods.  If the Board is not interested, as a matter of 
policy, in pursuing a program under a particular type of general approach, then it may consider and 
discuss that now.  

This paper also includes a section describing the purchase commitments required for water deliveries 
and the agreements and arrangements needed to ensure successful water deliveries to the groundwater 
basins located on the path of the conveyance system from the RRWP. Lastly, this paper provides a 
high-level review of how Metropolitan can collaborate with other agencies and how the total project 
costs can be reduced through potential partnerships, grant funding, and low-interest loan programs.  
These issues would be further developed as Metropolitan pursues the environmental and engineering 
planning for the program. 
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 Present information to the Metropolitan Board to obtain policy direction as to preferred cost-
recovery methods, and  

 Undertake discussions to confirm the willingness of potential recipients of the purified water to 
commit to delivery quantities/schedule, operational requirements, and overall financial needs of 
the Program.  

In response to these recommendations, this paper addresses the RRWP’s role in supporting 
Metropolitan’s water supply planning and reviews potential approaches to cost recovery. This paper also 
provides information addressing the following key questions: 

 How does the RRWP fit into Metropolitan's regional resource planning given changes since the 
2015 IRP Update? 

 How could the Program’s costs be recovered by Metropolitan? 

 What kind of institutional arrangements and agreements would be required from Program 
participants?  

This paper will be discussed at an E&O Committee workshop on October 12, 2020.  

1.1 Program Overview 

The RRWP will produce and is currently planned to deliver up to 150 million gallons per day (mgd), or 
approximately 168,000 acre feet (AF) per year (AFY), of purified water from a new advanced water 
treatment (AWT) facility located at the Los Angeles County Sanitation Districts (Sanitation Districts) 
Joint Water Pollution Control Plant (JWPCP). The Program also includes a new conveyance system that 
would deliver water to groundwater basins within Metropolitan’s service area for indirect potable reuse 
(IPR) and potentially to two Metropolitan treatment plants for direct potable reuse (DPR). It is anticipated 
that the Program will be constructed in a phased approach to ensure that production of purified water 
closely matches the anticipated demands by member agencies. 

Four groundwater basins in Southern California are being considered as potential recipients of this 
purified water: Central Basin, Main San Gabriel Basin, Orange County Basin, and the West Coast Basin. 
The RRWP will also have the flexibility to accommodate industrial users in the Harbor areas whose needs 
are consistent with the quality of water produced by the AWT facility. Finally, the Program will have the 
flexibility to be expanded in the future to implement potential DPR through raw water augmentation 
(RWA) at the Weymouth or Diemer water treatment plants (WTPs). While numerous potential 
approaches to implementation can be developed, for the purposes of this paper, the assumption is that the 
RRWP would be implemented in two phases. The first phase would be a 100 mgd AWT and conveyance 
pipeline to the Santa Fe Spreading Grounds (Backbone System) while in Phase 2, the Backbone System 
would be expanded to the “Full System” to include facilities to meet the remaining IPR demands and the 
extension to the WTPs for RWA. Additional sub-phases of this program may be considered as the 
environmental and planning work are conducted.  Figure 1 shows the full Program as described in the 
Conceptual Planning Studies Report. 

The RRWP is being developed to achieve the following objectives: 

 Provide a new local source of reliable, high quality, and climate-change resilient water to meet 
demands on Metropolitan 
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 Diversify Metropolitan’s water sources for the region 

 Add to the regional recycled water supply in the region 

 Provide an additional local resource within the region with a reduced risk of disruption from 
significant seismic events on the San Andreas or other major faults  

 Increase Metropolitan’s regional water reserves 

 Enhance Metropolitan’s operational reliability and flexibility 

 Contribute to the water quality of groundwater basins, an important source for Metropolitan’s 
member agencies during emergencies and shortages of imported water 

 Create a cost-effective, stand-alone project  

 Achieve regulatory approvals to ensure protection of public health 

 Offer flexibility to accommodate future DPR 

Figure 1: Full Regional Recycled Water Program Elements 

 

1.2 Program Implementation and Delivery White Paper (White Paper #1) 

Following completion of the Conceptual Planning Studies Report and White Paper #1, a Board workshop 
was held in July 2019 to provide an opportunity for discussion of the Program implementation, policy 
considerations, and issues requiring further exploration before starting the environmental review and 
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possibly preliminary engineering. Three potential approaches to implementing the Program were outlined 
in the first white paper and discussed at the workshop. An overview of the Program and recommended 
approach to the environmental review process was provided. Additional activities that could be 
undertaken during the environmental review were also described. White Paper #1 highlighted possible 
alternative approaches to RRWP implementation and explained how Metropolitan could potentially play a 
role in the development of DPR through raw water augmentation. The topic of program implementation 
was outlined with three potential approaches for initiating the RRWP: 

 Approach 1 – Traditional. The traditional option completes the Program Environmental Impact 
Report (PEIR) before starting the design of any facilities. 

 Approach 2 – Accelerated Construction. This approach leads to the accelerated start of 
construction for a portion of the backbone pipeline.  In this option, the design of a portion of the 
conveyance piping (3.5 miles), near the JWPCP in Carson, would begin in parallel with work on 
the PEIR. Final design and construction would start following Board certification of the PEIR. 

 Approach 3 – Accelerated Water Delivery. This approach leads to the accelerated start of water 
deliveries to selected uses near the JWPCP.  In this option, design of a portion of the AWT 
(approximately 20 mgd) and conveyance facilities needed to support early deliveries of purified 
water to industrial users in the Harbor Areas and for replenishment water in the West Coast Basin 
would begin in parallel with the work on the PEIR. Preliminary design for the facilities would be 
completed during PEIR preparation, and the final design and construction would commence after 
the Board certified the PEIR. 

The first white paper also outlined an approach to provide the flexibility to meet demands for direct 
potable use through future RWA, in addition to meeting demands for regional groundwater 
replenishment. Finally, the paper outlined how Metropolitan could take steps to work with the California 
Division of Drinking Water (DDW) to provide input on future development of regulations that would 
permit DPR to move forward.  Staff now recommends proceeding with Approach 1- Traditional Delivery, 
beginning with Board approval to begin the PEIR work in November 2020.   

1.3   Planning, Financial Considerations and Agreements (White Paper #2) 

This paper addresses the RRWP’s role in supporting Metropolitan’s regional water resource planning, 
describes the Program’s anticipated costs and benefits identified to date, preliminarily review potential 
cost-recovery approaches to obtain policy direction from the Board, details the commitments needed for 
water deliveries, and introduces opportunities to work with Program partners.  

 RRWP ROLE IN METROPOLITAN'S REGIONAL PLANNING  

Metropolitan’s long-term resource strategy is developed through its IRP. The IRP has, among other 
information, a series of targets on supply development and assumptions about demands and population 
growth. In practice, it serves to define Metropolitan’s agenda for ensuring water reliability in the region. 
Through its IRP process, Metropolitan plans for regional water supply reliability for all its 26 voluntary 
member agencies.  Demands on Metropolitan are projected, in part, based on the availability of local 
supplies in Metropolitan’s service area. Metropolitan establishes reliability targets based on identified 
trends in imported and local water supply, and water conservation that, if successful, would reduce water 
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shortages and mandatory restrictions under planned conditions. Metropolitan has begun its next planning 
cycle with the 2020 IRP. 

2.1 Progress Toward Meeting Local Resources Targets 

The IRP strategy relies on maintaining local supply production into the future, the development of 
additional local supplies for future demands, and protection against reduction of imported water. The 
2015 IRP targets for local supplies of 2.4 million AFY by 2040 from a combination of existing and new 
local sources. Figure 2 shows the contributions made toward meeting the local supply goal from various 
sources within Metropolitan’s service area from 2010 to 2019. Unless new sources of water are acquired, 
the region will continue to fall short of the IRP local resource target and, without additional supplies, the 
deficit is projected to be about 400,000 AFY by 2040. When the local supplies target is not met, it is 
anticipated that the deficit will result in increased demands on Metropolitan. Implementation of the 
RRWP would afford Metropolitan the opportunity to fill that shortfall with a new, local source of water 
which would produce water for Metropolitan’s own wholesale service. 

Figure 2 shows the challenge of increasing local supply production. Member and local agencies have put 
significant effort into developing local supply sources. Despite these efforts, while local production has 
bounced back from the lows within the historic drought, production has not grown beyond historic levels. 
Regional efforts to build on local supplies seem only to help maintain ground, but the actual growth in 
total local supply production does not appear to be happening as agencies have planned.  

Figure 2: Progress toward Meeting the Local Resources Target (2010-2019) 
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The RRWP supports the goal of developing additional local supplies, by adding up to an additional 
168,000 AFY to the total local supplies available within Metropolitan’s service area. Unlike typical 
locally produced supplies, the RRWP would be a Metropolitan owned and operated program. As such, the 
Program would produce purified water for Metropolitan, which in turn would be available to deliver to its 
member agencies. This approach differs from Metropolitan’s historical local supply approaches, which 
have focused on the production of local supplies by member agencies or other local agencies, rather than 
Metropolitan.  Such member agency-produced water is not available as a supply source within 
Metropolitan’s control to provide its wholesale water services, even though it reduces the need for 
Metropolitan to import water into the service area. 

2.2 Recent Changed Conditions and the Upcoming 2020 IRP 

In the five years since completion of the 2015 IRP Update, the region’s water reliability situation has 
continued to evolve. In 2015, the region was in the grip of an historic statewide drought. By 2017, 
conditions had changed, resulting in an extremely wet year.  Following 2017’s largest-ever additions to 
regional storage, calendar year 2019 was another year that combined relatively high imported supplies 
with low per capita water demands. Figure 3 shows the changes in Metropolitan demands since 2015. 
Metropolitan’s end-of-year storage balance in 2019 was the highest ever. Even so, the region continues to 
face near- and long-term challenges, some familiar but others only becoming apparent in the last year. 
Notable among the new challenges are: (1) the reevaluation of the long-term Delta conveyance solution, 
(2) a growing consensus that climate change impacts are affecting yield of both imported and local supply 
sources, (3) recently-recognized threats to groundwater basins posed by emerging contaminants such as 
per- and polyfluoroalkyl substances (PFAS), and (4) pandemic threats to the region such as COVID-19.  

The 2020 IRP starts afresh with a new IRP with a different format that will incorporate various scenarios 
for the future. Given all the uncertainties the region faces, the 2020 IRP is not going to develop just a 
single forecast. Rather, it will include a look at multiple possible futures that could plausibly unfold. From 
this exercise, the 2020 IRP will evaluate resources, policies, and investments needed to maintain reliable 
water supplies through 2045. In addition, it will also identify a series of performance measures and reality 
checks to determine if a change in direction is required.   

Metropolitan is currently in the early stages of developing the 2020 IRP, so planning details or scenarios 
to be evaluated are not yet available. While the 2020 IRP will result in updated targets for local supplies 
and conservation, it is likely that the underlying philosophy of working to maintain Metropolitan’s 
imported supplies while meeting additional needs of the region through conservation and local supply 
development will continue.  Even if the Board chose to reduce future regional local supply targets, the 
RRWP would still be beneficial to meet demands on Metropolitan for replenishment and consumptive use 
(through raw water augmentation) and to enhance Metropolitan’s existing integrated water system.  

2.3 The Role of the RRWP in Local Resources Development  

Metropolitan has a choice with respect to local resources development. Since 1982, Metropolitan has been 
providing financial incentives to member agencies for developing local projects under the Local 
Resources Program (LRP). The LRP currently provides incentives for the development of water 
recycling, groundwater recovery, and seawater desalination supplies. The objective of the LRP is for 
local supplies to replace an existing or new demand on Metropolitan’s imported water, thereby 
reducing the need to import water and increasing overall water supply reliability in the region as a result 
of the increased flexibility in Metropolitan’s system. Metropolitan is also legislatively directed to increase 
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Figure 3: Metropolitan Water Transactions since 2015 

 
 Note:  Water transactions include water sales, exchanges, and wheeling 

its efforts in conservation, recycling, and groundwater replenishment pursuant to SB60. Today, nearly 
half of the total recycled water and groundwater recovery production in the region has been developed 
with LRP support. The LRP also plays an important role in meeting Metropolitan’s IRP goals. In that 
light, in 2018, Metropolitan’s Board authorized staff to solicit an additional 170,000 AFY of local supply 
projects under the LRP.  

Since the RRWP would add to the total local supplies within Metropolitan’s service area, it will help meet 
local supplies targets. The RRWP would have the additional benefit of providing a new supply source 
within Metropolitan’s control to deliver to its member agencies. Although local supplies targets may be 
adjusted based on many different factors, the RRWP could enhance local supplies and Metropolitan’s 
integrated water system. The RRWP would help member agencies sustain or increase local production 
from groundwater basins by providing a sustainable source for groundwater recharge and a future raw 
water augmentation source to meet needs throughout the region.  Additionally, the RRWP would add to 
the reliability of Metropolitan’s entire service. 

 BENEFITS TO THE REGION FROM IMPLEMENTING THE RRWP 

Metropolitan’s purpose and focus has always been to provide regional benefits for all the District’s 
member agencies. The District charges the same rates, for the same water services, regardless of the 
location of the member agency in the six-county service area, reflecting the uniform services and 
reliability provided to all member agencies. The District has embarked on projects, such as Diamond 
Valley Lake, the Inland Feeder and the Delta Conveyance, that benefit all agencies, not just some. In-
District initiatives, such as the LRP described above, have reflected this regionalism, given how a local 
supply improvement bolsters water reliability and reduces system costs for all agencies. 
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The RRWP will also provide regional benefits to all member agencies, not just the agencies that would 
directly receive the purified water. While the RRWP would provide water directly to certain member 
agencies for groundwater replenishment through IPR, and potentially to some industrial users, these 
deliveries would replace current and future imported deliveries as well as increase Metropolitan’s storage, 
increasing reliability for everyone. In the future, the RRWP could also deliver water through DPR via raw 
water augmentation to Metropolitan’s Weymouth and/or Diemer plants. This DPR approach would 
directly serve many member agencies as treated water from Weymouth and Diemer is delivered to most 
of Metropolitan’s service area. This would include member agencies throughout Los Angeles and Orange 
Counties. As an increased source within the Common Pool of Metropolitan’s distribution system, other 
imported sources are made available for use in the rest of the service area and for storage. 

Figure 4 diagrammatically illustrates the regional benefits of the RRWP. Metropolitan would primarily 
make groundwater replenishment deliveries through the RRWP which would free up imported water 
supplies for other uses by Metropolitan. Then, in the future, as DPR regulations are established, RRWP 
supplies can directly supplement imported supplies through a blending process at Metropolitan’s 
Weymouth and/or Diemer treatment plants. 

Figure 4: Meeting Regional Demands Without and With Program 
 

Without RRWP      With RRWP 

 

Metropolitan faces many challenges to meet the anticipated demands of its member agencies, including 
long-term drought in both the Northern California and Colorado River watersheds, climate change, 
regulatory and environmental restrictions, changing hydrological and biological conditions in the Bay 
Delta, and unresolved issues with the development of a Delta Conveyance initiative. These challenges can 
result in variable and severe water delivery restrictions. The RRWP would help ensure a reliable supply 
of water in the face of these ongoing and increasing uncertainties. The following section describes 
benefits to Metropolitan’s wholesale services anticipated from implementing the RRWP.  More benefits 
may be identified as the Program is developed further.  
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3.1 The RRWP Increases Regional Storage and Reduces Probability of Water 
Supply Allocations 

Report No. 1530 (Feasibility Study) explored the potential for the RRWP to reduce the need for 
mandatory supply allocations in the future. This section summarizes the results of that analysis. 

Metropolitan storage levels of less than 1 million acre-feet (MAF) are assumed to be a threshold level for 
the consideration of mandatory water supply allocations. Figure 5 summarizes the probabilities of low 
storage levels in 5-year increments, without (no new investments in imported water resources, imported 
water conveyance such as Delta conveyance improvements, or storage capacity) and with the RRWP. 
Assuming no new investment in water supply and storage capacity, estimates of the probability of storage 
reserves being low enough to necessitate a mandatory allocation are 36 percent of the time in 2030, 55 
percent of the time in 2035, and 80 percent of the time in 2040. Adding the anticipated water supply from 
the RRWP would reduce the projected probabilities of low Metropolitan storage reserves and mandatory 
water supply allocations.  

Assuming that the project is online and available by 2030, the improvements in Metropolitan storage 
reserves can also be seen in Figure 5. Estimates of the low Metropolitan storage reserves and the 
mandatory water supply allocation projections with the project decrease to 15 percent of the time in 2030, 
25 percent of the time in 2035, and 32 percent of the time in 2040. These significant reductions in the 
probability of low Metropolitan storage reserves and mandatory water supply allocations benefit all of 
Metropolitan’s member agencies. 

Figure 5: Probability of Storage Levels Below 1 MAF 

 

Reference: Potential Regional Recycled Water Program Feasibility Study, Report No. 1530, November 30, 2016 
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3.2 The RRWP Provides Operation Flexibility to Metropolitan’s Integrated 
System 

With a service area spanning 5,200 square miles in six counties, Metropolitan has built an integrated 
conveyance and distribution system to ensure consistent supplies, reliability, and flexibility throughout 
the region. The interconnected nature of the system means that Metropolitan can address constraints in 
one area of the system for the benefit of the system as a whole. For example, at any particular time, one 
area could be served exclusively from one supply source, while another area could be served a blend of 
water sources. The need to change the water sources may arise either from the unavailability of a water 
resource, a water quality issue related to a resource, or other reasons. The integration of its water 
resources and system flexibility are fundamental to Metropolitan’s wholesale water service. 

Adding the RRWP as an additional water source benefits Metropolitan’s overall system flexibility by 
increasing the options available to meet demands throughout its service area. The additional imported 
water resulting from demands replaced by the RRWP purified water deliveries would increase 
Metropolitan’s overall water resource portfolio. In the future, operations staff could potentially route 
some of the purified water to potable water treatment plants for DPR to convey to other areas not adjacent 
to the RRWP conveyance pipelines.  

In addition to freeing up capacity in the existing facilities to meet demands by member agencies or DPR, 
the freed-up capacity could also be used to import water for additional storage within and outside of 
Metropolitan’s service area. Full implementation of the RRWP would free up 168,000 AFY of capacity in 
the existing conveyance and distribution system. This would allow Metropolitan the flexibility to capture 
additional opportunities for imported water, either through transfers, exchanges, or other agreements. In 
addition, Metropolitan would have added flexibility for capturing more available water during wet years.  

3.3 The RRWP Provides Supplies during a Major Earthquake Emergency 

The RRWP would also benefit the service area in the event of a catastrophic earthquake by increasing the 
opportunities to ensure that supplies are maintained within the region. As result of a strong earthquake 
(e.g. M 7.8 ShakeOut Scenario) on the southern San Andreas Fault system, the Colorado River Aqueduct 
(CRA), the State Water Project (SWP), and the Los Angeles Aqueduct (LAA) could be severely 
damaged. The extent of damage from this type of event could potentially cause protracted outages, 
ranging from several months to extended periods of time on one or more aqueducts. In the aftermath of 
such an event, the region would need to rely entirely on local supplies such as the RRWP, surface storage, 
and groundwater production while repairs are being made to the aqueducts. As shown in Figure 6, the 
RRWP is located on the coastal side of the San Andreas Fault, which could make the water produced 
from the RRWP available during an earthquake emergency, and significantly improve the seismic 
resilience of the region. 

The RRWP could also improve the seismic resilience of the region by enhancing and maintaining the 
storage level in groundwater basins prior to a major seismic event, and by providing a reliable, local 
supply of high-quality water for groundwater replenishment and for raw water augmentation throughout 
the emergency. During an emergency, the region would rely heavily on groundwater production, which is 
supported by the RRWP. In addition, purified water from the RRWP would be available to keep water 
flowing in Weymouth and Diemer treatment plants even if imported supplies were cut off by the 
earthquake event. This would allow Metropolitan to continue to meet member agency demands 
throughout the emergency. 
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Figure 6:  Location of the RRWP Relative to the San Andreas Fault 

 

3.4 Benefits to the Region from Implementing DPR 

The location of two of Metropolitan’s water treatment plants in relation to the proposed RRWP facilities 
provides an opportunity for purified water to supplement raw water supplies to a drinking water treatment 
plant. The median daily average flow at the Diemer and Weymouth treatment plants over a 10-year period 
(2009 through 2018) ranged from 120 to 293 mgd. As the Weymouth and Diemer plants are two of the 
three treatment plants that supply treated water to a large part of the service area, introduction of the 
purified water to these two treatment plants would augment a significant portion of Metropolitan’s treated 
water distribution system, further enhancing water supply reliability and system flexibility for 
Metropolitan’s service area. Raw water augmentation, blending RRWP purified water with imported 
supplies, would replace deliveries of imported supplies and allow for additional storage of those supplies 
in groundwater basins or Metropolitan reservoirs.  

If for any reason, the full amount of purified water cannot be delivered to the groundwater basins for IPR, 
it may also be possible to deliver this extra recycled water for raw water augmentation instead, allowing 
the AWT to operate most efficiently in continuous production. The amount of RWA flow that can be 
utilized for DPR will be dependent on the amount of blend water required by future regulations. In light 
of rapid developments related to the promulgation of DPR regulations, DPR may become a primary 
objective of the RRWP. Figure 7 shows a schematic of the proposed RRWP facilities for the DPR option. 

As appropriate regulations are codified, and DPR through RWA is permitted, purified water could be 
added to Metropolitan’s treated water supplies as is imported surface water, available to deliver to all 
member agencies. The potential benefits for Metropolitan when RWA becomes available include (1) 
increasing the number of available raw water sources, (2) increased drought resilience as purified water is 
largely independent of rainfall, (3) the ability to serve purified water to additional member agencies, and 
(4) improved water quality from lower TDS concentrations as compared to Colorado River water. Table 1 
summarizes the additional DPR benefits realized from the RRWP. 

RRWP 

10/13/2020 Board Meeting 9-4 Attachment 1, Page 13 of 76

Page 19 of 155



  

Regional Recycled Water Program Planning, Financial Considerations & Agreements  Page 12 

Figure 7: Proposed Regional Recycled Water Program DPR Options 

 

 

Table 1: DPR Benefits from the RRWP 

Benefit DPR Benefits 
RRWP Capacity & Operations  Helps to maintain continuous production and delivery from the 

RRWP that are not subject to replenishment demand variability 
and availability of spreading facilities 

 Increased flexibility for Metropolitan’s integrated conveyance 
system to move imported water  

 Potential to introduce additional AWT supplies in the RRWP 
conveyance systems (i.e. water from LADWP’s recycled water 
Program NEXT, see Section 6) 

Drought Resistant  Maintains raw water augmentation during droughts  
 Reduces potential for allocation reductions 

Additional Supply Resource  Raw water augmentation can be continued during wet weather 
when some IPR recharge facilities may be dedicated to 
stormwater capture/recharge. 

 Extends service along backbone pipeline to all areas served by 
Weymouth and Diemer WTPs 

Improved Water Quality  Lower TDS at Metropolitan’s treatment plants 
 

3.5 Compilation of Additional Benefits to the Region from Implementing the 
RRWP 

A compilation of the RRWP’s additional benefits outlined in the Feasibility and Conceptual Design 
Reports are shown in Table 2.  
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Table 2: Compilation of Additional Regional Benefits 

Compilation of Regional Benefits 
Reduced reliance on 
imported water  

 Further diversifies Metropolitan’s resource portfolio by adding a new 
alternative source of supply with different resource attributes.  

 Increases the water available for a myriad of circumstances, such as short-
term dry conditions, multi-year droughts, emergency curtailments on 
imported water, and distribution system outages.  

 Increases ability to rely on groundwater basins and reduces reliance on 
Metropolitan’s imported water supplies. 

Free-up conveyance 
capacity 

 Locally produced water frees up capacity in Metropolitan’s system to convey 
both Metropolitan water and water from non‐Metropolitan sources. 

Reduced 
vulnerability to 
climate change 

 The effective detachment of new purified water supplies from the hydrologic 
cycle benefits: (1) the availability of deliveries under all weather conditions; 
and (2) the production of water supplies outside of critical habitat that could 
be adversely affected by climate change.  

 Protections against drought and climate change introduce a water security 
benefit not available with other Metropolitan sources. 

Economy of scale  Can achieve economies of scale by increasing production and lowering unit 
costs.  

 Avoids duplicative overhead costs through efficient management by a single 
agency. 

Consistent with 
legislative mandate 
to expand water 
recycling, 
replenishment, and 
storage 

 Production of recycled water from the RRWP would help meet future 
demand consistent with SB 60’s directive to Metropolitan to “expand water 
conservation, water recycling, and groundwater recovery efforts” and “place 
increased emphasis on sustainable, environmentally sound, and cost-effective 
water conservation, recycling, and groundwater storage and replenishment 
measures.” 

 POTENTIAL COST-RECOVERY APPROACHES FOR THE RRWP 

This section provides a description of potential cost-recovery approaches for the RRWP. Metropolitan 
currently provides wholesale water services to all its member agencies, relying on a combination of water 
resources from the Colorado River and State Water Project, reduction in demand through local resources 
and conservation, and an integrated conveyance and distribution system. Accordingly, Metropolitan sets 
uniform rates and charges based on classes of service it provides and not by the specific water source 
received or portions of the system used for individual transactions. The following explores how the 
RRWP fits into Metropolitan’s service and provides a preliminary review by staff of which cost-recovery 
approaches may be appropriate for RRWP deliveries.   

The discussion in this section is a preliminary review of general factors and considerations for cost-
recovery approaches and is not intended to be a cost-of-service study.  Instead, it is provided to the Board 
to assist in a policy discussion about the kind of cost-recovery approach the Board would like to pursue. 
If, for example, the Board determines that its policy with respect to the RRWP is that all costs must only 
be recovered from direct recipients, then the information provided here will inform the Board about 
factors it should consider in adopting that policy.  The Board may direct staff to conduct a cost-of-service 
study, internally or with consultants, at a time it deems most appropriate. 
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4.1 Cost Projections for the RRWP 

There are many financial considerations the Board must undertake in relation to implementing a program 
of this magnitude. As indicated in Table 3, the RRWP is currently estimated to have a construction cost 
ranging from $2.6 to $3.4 billion (2018 dollars), depending on the project phasing approach approved by 
the Board. The estimates do not include any additional facilities needed for implementation of DPR 
through raw water augmentation, should that option be implemented in the future. 

Table 3: Backbone System and Full Program Costs (Without DPR)1 

Cost Description 
Backbone System 

(2018 Dollars) 
Full Program 2,3 
(2018 Dollars) 

Production Capacity (mgd) 100 150 

Capital Program Cost 4 $2.6 billion $3.4 billion 

Annual O&M Cost ($/year) $69 million $129 million 

Program Unit Cost of Yield 
Capital Unit Cost 
O&M Unit Cost 
Total Program Unit Cost 

 
$1,181/AF 
$631/AF 

$1,813/AF 

 
$1,054/AF 
$772/AF 

$1,826/AF 

Notes: 
1. Costs are from the Conceptual Planning Studies Report (2018 dollars).  Costs will be updated during the PEIR phase, if approved by 
the Board. 
2. Adds Orange County and West Coast Basin deliveries to the initial Backbone System 
3. Does not include cost for DPR to Weymouth or Diemer WTPs 
4. Costs include a 25 percent contingency for engineering services and a 35 percent overall program contingency. 

 
In addition to the construction costs, annual operations and maintenance costs are estimated to be $69 
million for the Phase 1 Backbone System and up to $129 million for the full Program, not including DPR. 
Along with the Backbone System and full Program costs, Table 1 also provides the accompanying 
projected unit costs for the recycled water for each phase of the Program.  

Estimates of the RRWP costs will be updated as part of the environmental planning process for the 
project.  It should be noted that unit costs referenced above and later in this paper reflect the raw costs of 
this project divided by the acre-feet produced. Sharing of these costs with partner agencies and accounting 
for potential grant opportunities could substantially reduce the unit cost. 

4.2 Potential Cost-Recovery Approaches Reviewed for the RRWP 

The potential cost-recovery methods for a Metropolitan project must be evaluated in the context of 
Metropolitan’s organizational structure, wholesale water services, conveyance and distribution system, 
and the purpose the project meets for Metropolitan. The Technical Memo: Case Study Compilations – 
Methods of Recovering Revenue Requirements from Significant Capital Projects, Appendix G to the 
Feasibility Study, provides examples of cost-recovery approaches for large-scale projects. The examples 
vary by water agency, based on the circumstances of those projects and the types of services provided by 
those agencies.  

This section provides an overview of potential cost-recovery approaches and a discussion of whether 
those approaches would or would not be appropriate for the circumstances of the Program or 
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Metropolitan’s services. The cost-recovery approaches discussed do not contain a full cost-of-service 
analysis. The discussion includes a review by staff of the following approaches: 

1. Direct Recipient Pays 100% of Metropolitan’s RRWP Costs - Recover 100% of 
Metropolitan’s RRWP costs only from those member agencies that directly receive purified 
water from the Program (direct recipients); 

2. RRWP Costs are Integrated into Metropolitan’s Water Service Rates and 
Charges – Recover 100% of Metropolitan’s RRWP costs by integrating those costs into 
Metropolitan’s regional wholesale water service costs and recover the integrated costs 
through an integrated rate structure based on the cost-of-service process; and 

3. Hybrid Cost Recovery– Implement a hybrid cost-recovery approach in which a portion of 
the costs are recovered from member agencies directly receiving purified water and the rest is 
recovered through Metropolitan’s costs integrated rate structure. 

Figure 8 provides a schematic overview of the cost-recovery approaches discussed below. Sections 4.3 
through 4.5 provides a preliminary evaluation of suitability of each approach. 

Funding of major projects for Metropolitan were historically funded through the collection of a special 
tax or charge on all real property within Metropolitan’s service area. Similar to those early major projects, 
the RRWP is planned for the benefit of Metropolitan’s entire service area, as it enhances availability of 
service for all member agencies and all property within Metropolitan’s service area. Thus, its purpose and 
benefits are similar to the Colorado River Aqueduct (CRA) and the State Water Project (SWP). Those 
projects were paid with property taxes by all owners of real property throughout Metropolitan’s service 
area. This approach, however, is impractical today in that Metropolitan’s service area covers 5,200 square 
miles and procedural requirements for approval by the voters have changed significantly since the 
elections on the CRA and SWP. For that reason, staff has not included further evaluation of such a 
funding option.  

Figure 8: Overview of Cost-Recovery Approaches  
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4.3 Approach: Direct Recipients Pay 100% of RRWP Costs 

Under this approach, Metropolitan would recover 100% of the RRWP costs only from those member 
agencies that directly receive the purified water from the RRWP. The following factors are considered 
relevant for evaluating this potential cost-recovery approach. 

Direct recipients would pay significantly more than they would pay for replenishment supplies they 
already purchase at Tier 1 rate, or any other full-service rate in place at the time of the RRWP 
completion. With the direct pay approach, the member agencies that purchase the purified water from the 
RRWP would pay approximately $1,800 per AF for replenishment supplies. If the direct recipients of the 
water are required to pay for the full cost of the RRWP, the direct recipients would pay significantly more 
for water that they can already purchase from Metropolitan at the full-service untreated rate (currently 
$731 per AF) for an increase of about $1,100 per AF). They would pay more to meet the same demands 
currently being met by Metropolitan with imported water. They would also pay for the costs of providing 
the RRWP benefits to all 26 member agencies. This would mean that under this approach, the direct 
recipients would be paying significantly more than their fair share of the project cost and would be 
unlikely to participate in the Program, making the benefits of the Program also unavailable to the rest of 
the region.  

Other agencies would receive the benefits of direct recipients’ firm commitments, but not be 
required to pay. Under any approach, the RRWP would require a firm commitment from the direct 
recipients. This commitment exceeds any obligation currently required for Tier 1 purchases. Today, 
member agencies purchase water at their own need-based schedule, or based on a voluntary purchase 
order, and everyone shares in the integrated costs. However, under this approach, direct recipients would 
provide all 26 member agencies the reliability of a firm purchase commitment from the direct recipients 
but would receive no benefit for the commitment. Additionally, based on the integrated nature of the 
RRWP into Metropolitan’s existing system and services, a cost-recovery approach that charges direct 
recipients the entire costs of the RRWP would not reflect costs of providing the benefits to all member 
agencies that are attributable to the entire regional service. Because other member agencies throughout 
the service area would receive benefits of the reliability and availability of Metropolitan water, they 
should share in the cost of the Program. As discussed in Section 3, those benefits are not incidental to 
Metropolitan’s integrated water service. 

The improved water quality from RRWP water provided to direct recipients is balanced by the use 
restrictions and commitments associated with receiving that water. Although direct recipients would 
receive higher quality water from the RRWP than may be the case for imported water, deliveries of 
RRWP water will not be flexible. Therefore, although improved quality would be welcomed by direct 
recipients, the use of RRWP is not flexible and requires additional commitments. Because Metropolitan 
may dedicate the use of the RRWP for replenishment and other uses by direct recipients, it frees up water 
and reliability of the rest of Metropolitan’s system. The balance is consistent with Metropolitan’s 
integrated service.  

The direct pay approach is incompatible with DPR. The RRWP may be able to supply recycled water 
for both IPR for replenishment and for DPR through raw water augmentation. Therefore, it would not be 
equitable for direct recipients to incur 100% of the costs of a program that could also deliver water 
directly to Metropolitan’s treated water system. Additionally, the extent of the role of DPR in the Program 
is undefined at this time. Therefore, it is impractical to separate costs of the program dedicated to DPR 
from the benefits to direct recipients. 

10/13/2020 Board Meeting 9-4 Attachment 1, Page 18 of 76

Page 24 of 155



  

Regional Recycled Water Program Planning, Financial Considerations & Agreements  Page 17 

Summary. In summary, the following factors are relevant for evaluating this approach: 

 Direct recipients would pay significantly more for replenishment water than they currently pay to 
meet the same demands.  

 Other agencies not directly receiving the water would be receiving the benefits of direct 
recipients’ firm commitments and not paying for them. 

 Firm commitment from the direct recipients would be mandatory, but not credited to them. 

 The improved water quality from RRWP water provided to direct recipients is balanced by the 
use restrictions and commitments associated with receiving that water. 

 The Program benefits Metropolitan’s integrated resources and system for all 26 member agencies. 

 This approach is not compatible with the DPR component of the Program. 

Therefore, the direct pay approach is not currently considered a reasonable cost-recovery approach in 
light of the current objective and planned operation for the RRWP.  

4.4 Approach: Integrated Costs into Metropolitan’s Rates and Charges  

Under this approach, 100% of Metropolitan’s RRWP costs would be integrated into Metropolitan’s 
regional wholesale water service costs and rates and charges for services. This means that all 
Metropolitan member agencies would pay for the RRWP within the integrated rate structure, in 
accordance with a cost-of-service study to determine the proper rates and charges. Per the Conceptual 
Planning Studies Report for the RRWP, it is estimated that the Metropolitan untreated rate would increase 
for all member agencies by about $170 per AF (full Program, 2018 dollars), if the costs are integrated in 
this manner. The following factors are relevant to evaluate this potential cost-recovery approach. 

The effects of meeting replenishment demands with purified water support an integrated approach. 
Purified water would replace member agencies’ current demands on Metropolitan’s imported water 
supplies for groundwater replenishment, making that imported water available to meet other regional 
demands on Metropolitan. Alternatively, that water could be placed in storage for future emergency and 
dry-year needs for the entire service area. Currently, Metropolitan delivers approximately 213 TAF per 
year on average to all member agencies for groundwater replenishment. Metropolitan anticipates an 
increase in demand for groundwater replenishment (resulting from both increased production and 
increased recharge needs due to climate change), which could be met with purified water from the RRWP 
rather than water from the SWP or the CRA. Imported supplies replaced by the Program become 
available for all agencies, may be stored, and create delivery flexibility. 

Mandatory firm commitments for purified water benefits all member agencies. Under any approach, 
the RRWP would require firm commitments from direct recipients. This commitment exceeds any 
obligation required for Tier 1 purchases. Currently, member agencies can purchase water for 
replenishment whenever they would like, which requires more planning and standby than would the 
constant delivery of water from the RRWP. Therefore, the stabilization of deliveries to groundwater 
basins is a benefit for both the direct recipients and for all of Metropolitan’s member agencies and is 
associated with the costs of providing Metropolitan’s ongoing service to all agencies. 
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The improved water quality from RRWP water provided to direct recipients is balanced by the use 
restrictions and commitments associated with receiving that water. Although direct recipients would 
receive higher quality water from the RRWP than may be the case with imported water, deliveries of 
RRWP water is not flexible. Therefore, although improved quality would be welcomed by direct 
recipients, the use of RRWP is not flexible and requires additional commitments. Because Metropolitan 
may dedicate the use of the RRWP for replenishment and other uses by direct recipients, it frees up water 
and reliability of the rest of Metropolitan’s system. The balance is consistent with Metropolitan’s 
integrated service, as do Metropolitan’s other water resources.  

DPR through raw water augmentation supports an integrated approach. If DPR is approved for 
direct integration of the RRWP into Metropolitan’s treated water system in the future, it would further 
support the integrated cost-recovery approach. The RRWP would supply both direct recipients for 
groundwater replenishment and the Common Pool for all member agencies. Groundwater replenishment 
provides a use for the purified water developed by the Program until DPR methods are fully available to 
Metropolitan. Thus, the integration of the Program into Metropolitan’s system is even more evident given 
the objective the RRWP to accommodate the flexibility for DPR in the future. 

Use within Metropolitan’s integrated system supports an integrated approach. The RRWP would be 
developed to integrate the Program into Metropolitan’s existing water service and would meet existing 
and future demands by its member agencies with its new source of purified water. Accordingly, 
integration of the RRWP costs into its revenue requirements and recovery of those costs through 
generally applicable rates and charges for its water services would reflect the objective of the Program. It 
would reflect the costs of Metropolitan providing its water services to all its member agencies. Cost-
recovery approaches that assign all costs to only those Metropolitan member agencies that directly receive 
purified water would not reflect the purpose of the Program and its integration into Metropolitan’s 
wholesale water services. 

The RRWP serves a purpose within Metropolitan’s existing wholesale water services with benefits 
as detailed in Section 3 above. The approximate 168,000 AF of annual deliveries of purified water to 
groundwater basins for IPR and to Metropolitan’s treatment plants for DPR would make an approximate 
equivalent amount of Metropolitan’s imported water supplies available for Metropolitan’s regional 
wholesale water service to all its 26 member agencies. The imported water freed up as a result of the 
RRWP would also be available for dry-year and emergency storage for use by Metropolitan for all its 
member agencies. Additionally, the production of purified water within Metropolitan’s service area would 
reduce the use of, and increase capacity in, the integrated conveyance system that delivers water into 
Metropolitan’s service area.  

By increasing the options to meet demands in any particular area throughout the District service area, the 
RRWP adds flexibility to Metropolitan’s system by ensuring full utilization of Metropolitan’s water 
resource portfolio. Since Metropolitan’s system is interconnected, Metropolitan can address constraints in 
one area of the system for the benefit of the entire system as a whole. Deliveries of RRWP purified water 
can be coordinated with imported water to optimize system operation. In the future, the fully expanded 
RRWP system or water previously used for IPR could be routed to potable water treatment plants for 
DPR, which would allow this water to be served to multiple agencies just like imported water, providing a 
regional benefit. 
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The RRWP would therefore, enhance Metropolitan’s resources, system flexibility, system and reliability 
to benefit all Metropolitan member agencies. If direct recipients paid 100% of the RRWP, they would 
also pay for the system reliability and flexibility provided by the RRWP to the entire Metropolitan 
system. If the objective and planned operations of the program change significantly, then a different cost-
recovery approach may be more reasonable. However, under the current objectives, planned operations, 
and purpose of the Program, an integrated cost-recovery approach is considered a reasonable cost-
recovery approach for the RRWP. 

The RRWP would also benefit the service area in the event of a catastrophic earthquake by increasing the 
seismic resilience in the service area for all member agencies. By providing a reliable, local supply of 
high-quality water for groundwater replenishment and for raw water augmentation throughout a seismic 
emergency, the RRWP would provide insurance for all member agencies. Purified water from the RRWP 
would be available to keep water flowing in Weymouth and Diemer treatment plants even if imported 
supplies were cut off by the earthquake event. This would allow Metropolitan to continue to meet 
member agency demands throughout the emergency. 

The RRWP would also benefit all member agencies by increasing the resilience to climate change. 
Recycled water is largely independent of long-term weather and climate change impacts.  Therefore, 
protections against drought and climate change introduce a water security benefit not available with other 
Metropolitan sources.  

Summary. In summary, the following factors are relevant for evaluating this approach: 

 Direct recipients would pay the integrated full-service rate for replenishment water as they 
currently pay, as deliveries would replace current imported supplies for deliveries. 

 Other agencies not directly receiving the purified water would receive benefits and all member 
agencies would pay for all benefits. 

 Firm commitment would still be required from direct recipients for water not used for DPR, but 
the integrated rate structure could account for the mutual benefits of the arrangement. 

 The improved water quality from RRWP water provided to direct recipients in balanced by the 
use restrictions and commitments associated with receiving that water.  

 Captures the role of the RRWP, which adds to the flexibility and reliability of Metropolitan’s 
services, sources, and system. 

 This approach would apply to both the IPR portion and the DPR portion and would be fully 
integrated into the current rate structure. 

Therefore, based on the purpose and anticipated benefits of the Program, the Integrated Approach is 
considered a reasonable approach at this stage of development. 

4.5 Approach: Hybrid of Different Cost-Recovery Approaches 

The hybrid cost-recovery approach refers to one in which a portion of the costs are recovered from 
member agencies directly receiving purified water and the rest of the costs are integrated into 
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Metropolitan’s costs, recovered through the integrated rate structure applicable to all member agencies. 
This section does not discuss a specific hybrid proposal with identified percentages for splitting the 
RRWP costs between direct recipients and Metropolitan’s integrated rate structure. Instead, it provides 
general information for the Board to evaluate whether to pursue a hybrid approach. The following factors 
are relevant for evaluating this approach and may be used by staff in conducting a cost-of-service study. 

The benefits of the RRWP for direct recipients and other member agencies are not mutually 
exclusive. Metropolitan operates its system to ensure reliability at each service connection. It achieves 
that reliability using the flexibility built into its system. For example, even though one member agency 
may regularly receive water only from one of Metropolitan’s water sources, Metropolitan designs and 
operates its system so that it may be ready to serve water from a different source when necessary. This 
system integration and flexibility is essential to Metropolitan’s operations. Therefore, it makes it 
unrealistic and potentially unfair to attempt to separate the costs of providing benefits to any particular 
agency or service connection if the RRWP is integrated into Metropolitan’s operations and planning, 
directly or indirectly.  

Costs related to benefits that are specific to the delivery of purified water to direct recipients and 
severable from other costs may potentially be addressed through an integrated rate structure 
instead. If there are quantifiable and severable costs that may be attributable solely to the delivery of 
water to direct recipients, those may potentially be captured through a rate or charge component in 
Metropolitan’s integrated rate structure. A cost-of-service study is necessary to evaluate this potential 
option.   

Rather than split RRWP costs by percentage attributable only to direct recipients and to the integrated 
service, the costs of particular functions associated with delivery of purified water may serve to develop 
rate or charge component within the integrated structure.  For example, Metropolitan’s capacity charge 
and Readiness-to-Serve charges reflect particular functions within Metropolitan’s integrated rate 
structure; they are not a separate hybrid cost-recovery approach that separates Metropolitan’s service by 
user, water source, or location.  For the RRWP, Metropolitan may consider direct recipients’ firm 
commitments, water quality, restricted use, the effect of the RRWP on the reliability of all of 
Metropolitan’s service, and other factors to be determined through a cost-of-service analysis.   

Therefore, the development of a rate or charge component to capture the unique functions associated with 
the RRWP is favored over attempting to split the purpose and costs of the RRWP between direct 
recipients and Metropolitan’s integrated service. The costs attributable to providing regional benefits 
would be difficult to quantify. The benefits to all member agencies of added system flexibility, resource 
flexibility, increased reliability, water quality, shortage reductions, and others are not separately 
quantifiable for an integrated system. Thus, because not all costs attributable to providing benefits can be 
segregated between direct recipients and all other member agencies, a separate charge to member 
agencies could likely not capture all the shared benefits. A hybrid approach in which costs are split 
between direct recipients and Metropolitan’s integrated service might be more feasible if those recipients 
were not member agencies already sharing in the benefits of the existing integrated system.  

The hybrid approach is incompatible with DPR. DPR is developing into a significant objective of the 
Program, which would physically integrate the Program to the rest of Metropolitan’s system. DPR would 
allow flexibility between deliveries to groundwater basins and to Metropolitan’s treatment plants. It 
would also add direct resource flexibility for all the member agencies. Additionally, the extent of the role 
of DPR in the Program is unknown at this time. It is impractical to separate costs of the Program 
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dedicated to DPR from the costs of providing benefits to direct recipients. Therefore, quantifying direct 
benefits to direct recipients is challenging under Metropolitan’s integrated wholesale water system and 
service. It would likely be impractical to implement a hybrid cost-recovery approach that may properly 
reflect the RRWP’s role in Metropolitan’s service. 

Summary: In summary, the following factors are considered in evaluating this approach: 

 The benefits of the RRWP accrue to all member agencies. 

 Costs related to benefits that are specific to the delivery of purified water to direct recipients and 
severable from other costs may potentially be addressed in an integrated rate structure through an 
integrated rate structure instead.  

 The hybrid approach is incompatible with the intended DPR objective of the Program. 

Therefore, a hybrid approach in which the costs are attempted to be split between direct recipients and 
Metropolitan’s integrated service may be unreasonable given the purpose and role the RRWP would have 
in Metropolitan’s integrated system. Instead, it may be possible to capture appropriate additional costs of 
benefits attributable solely to the delivery of water to direct recipients through a rate or charge component 
added to the integrated rate structure. However, a cost-of-service study should be conducted to determine 
if any such component is appropriate. 

4.6 Summary of Potential Cost-Recovery Approaches 

Table 4 provides a summary of the cost-recovery approaches introduced in this Paper.  

Table 4: Summary of Significant Factors for Cost-Recovery Approaches 

Factor 
Direct Recipients Pay 

100% 
Integrated Approach Hybrid Approach 

Cost Impact to meet 
same replenishment 

demands 

Significant increase in 
cost to direct 

recipients 

No significant increase 
in cost because cost 
recovery is through 

current rate structure 

The cost impact is 
unclear and depends 

on the hybrid selected 

Cost recovery 
accounts for regional 

benefits 
No Yes 

Depends upon how 
hybrid approach is 

implemented 

Firm commitments 
from direct 

recipients would be 
mandatory 

Yes Yes Yes 

Reasonable No Yes Unlikely 

 

The current evaluations and financial program planning assume that the RRWP is integrated into 
Metropolitan’s operations and service, based on currently available information. The overview of cost-
recovery approaches is provided to seek guidance from the Board regarding the cost-recovery approaches 
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under which it is interested in pursuing the Program.  To the extent the Board envisioned a cost-recovery 
approach that is inconsistent with the objective and benefits of the Program, as reviewed here, the 
information in this White Paper may be helpful for Board discussion.    

 AGREEMENTS AND ARRANGEMENTS 

5.1 Purchase Commitments for Water Deliveries 

Metropolitan must have assurances that member agencies taking purified water are able and willing to do 
so and are committed to meet their purchase obligations. The flow of purified water is expected to be up 
to 150 MGD about 85% of the time. Disruptions in deliveries have the potential of impacting the 
Sanitation Districts’ wastewater treatment plant processes, increasing AWT Facility O&M, and creating 
operational issues at the AWT Facility and along the conveyance/recharge systems. While Metropolitan is 
considering the future regulations for DPR in the RRWP planning, initial implementation of the RRWP 
may be dependent on groundwater replenishment deliveries. And even if RRWP purified water could be 
delivered for DPR, deliveries to groundwater basins would still be necessary to accommodate capacity or 
operational constraints that may arise at Metropolitan’s water treatment plants.  

Thus, the successful operation of the RRWP will require agreements between Metropolitan and future 
direct recipients of purified water, committing them to receive contracted deliveries and to pay for such 
deliveries. The specific terms of any purchase agreement between Metropolitan and direct recipients will 
depend, in part, on the finalization of details of the Program through environmental and engineering 
planning, the capacity of the recharge facilities and groundwater basins, a cost-of service study, and the 
cost-recovery approach directed by the Metropolitan Board of Directors.  

Potential direct recipients of the Program are member agencies overlying four groundwater basins within 
Metropolitan’s service area. As summarized in Chapter 6 of the Feasibility Study and also Chapter 6 of 
the Conceptual Planning Studies Report, Metropolitan staff has worked with staff from each of those 
member agencies which could take RRWP water to determine their capacity to take purified water from 
the Program in-lieu of Metropolitan’s untreated water. However, purchase agreements, or even terms for 
a purchase agreement, are not likely to be developed until a cost-recovery approach is determined, and 
from that, the price term is known or estimated.  These items would be informed by the upcoming 
environmental and engineering planning process.  

Metropolitan has already entered into letters of intent (LOIs) with several of the parties. Prior to 
developing a formal purchase agreement with member agencies, Metropolitan’s Board may also consider 
whether to enter into an interim memorandum of understanding (MOU) or some other documentation of 
the parties’ intent to develop future purchase agreements.  Discussions with the potential member 
agencies concerning the preparation of LOIs and MOUs are continuing discussed in Section 6.  Copies of 
the LOIs are included in Appendix A. 

5.2 Arrangements for Introduction of Purified Water into Groundwater Basins 

Metropolitan does not currently operate groundwater facilities and there is no plan for Metropolitan to do 
so in connection with the RRWP. Metropolitan aims to deliver purified water to member agencies along 
the planned conveyance system to either existing service connections or to new service connections. 
Metropolitan may cooperate with member agencies in the construction of any new service connections, 
recharge ponds, or injection wells necessary to introduce water into groundwater basins. However, the 
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intent is for ownership of purified water to transfer to the member agency at the service connection in 
accordance with the Metropolitan Administrative Code, in the same manner as Metropolitan currently 
delivers water for replenishment.  

Even though Metropolitan does not intend to operate groundwater recharge facilities in connection with 
the RRWP, it is necessary to generally understand the institutional arrangements that may be required in 
each groundwater basin for the successful use of RRWP water. Success of the RRWP depends on the 
receipt and storage of purified water into the intended groundwater basins.  

Metropolitan currently delivers water to the following agencies for replenishment within the groundwater 
basins in their service areas: Central Basin Municipal Water District (MWD), West Basin MWD, City of 
Torrance, City of Long Beach, Upper San Gabriel Valley MWD, Three Valleys MWD, and the Municipal 
Water District of Orange County (MWDOC). Purified water for replenishment in those basins would 
require many of the same institutional arrangements already in place between the member agencies and 
the basin managers for existing deliveries. To the extent that those groundwater basin managers require 
additional approval processes specifically for the introduction of purified water into the basins, 
Metropolitan will cooperate with the member agencies to seek such approval. In addition to 
replenishment, purified water may be stored by the member agencies or others in the basins for extraction 
at a later date. Storage in each basin is governed by a different process. Metropolitan will cooperate with 
member agencies to assist with those processes.   

Figure 9 shows the intended groundwater basins with specific management information for each of the 
groundwater basins provided below. 

Central and West Coast Basins. The Central Basin and West Coast Basins are governed by two separate 
court judgments. Implementation of those judgments is administered and governed by a Watermaster, 
which includes storage panels made up of representatives of water rights holders and the Board of 
Directors of the Water Replenishment District. Approval from the storage panels is necessary to store 
water in the Central and West Coast Basins. Unless Metropolitan intends to store its water directly into 
the basins, which is not currently proposed as noted above, it is not anticipated that the storage framework 
will apply differently. Deliveries of purified water for groundwater replenishment are anticipated to be 
treated in the same manner as current Metropolitan deliveries. New regulatory requirements may, 
however, be applicable for introduction specifically of the new type of water, which will be coordinated 
with the State Division of Drinking Water, the Los Angeles Regional Water Quality Board, the 
Watermaster, and other applicable regulatory agencies. 

Main San Gabriel Basin. The Main San Gabriel Basin is also governed by a court judgment, 
administered by a Watermaster. Introduction of any water into the Main San Gabriel Basin, including 
current Metropolitan deliveries, is governed by the judgment. The Watermaster Rules require a cyclic 
storage agreement for any introduction of water. It is anticipated that deliveries of purified water to this 
basin will be subject to the same requirements currently in place for existing replenishment deliveries. 
However, new regulatory requirements specific to purified water may also apply that will involve 
coordination with the Watermaster and the applicable regulatory agencies. 
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Figure 9: Intended Groundwater Basin Participants 

 

Orange County Basin. In the Orange County Basin, the Orange County Water District (OCWD) governs 
groundwater management through its statutory authority. To the extent member agencies overlying the 
Orange County Basin wish to store water in the basin for later extraction, it must obtain approval from 
OCWD. Metropolitan will work with its member agencies to the extent the introduction of purified water 
into the Orange County Basin is subject to different rules under the applicable rules and regulations. 
Metropolitan will also work with those parties to obtain all required permits from the applicable 
regulatory agencies.  As of the date of this report, Metropolitan is not actively pursuing a Letter of Intent 
with the Orange County Basin parties.  Deliveries to the Orange County Basin remain an option for the 
RRWP, which can be further considered as the environmental and engineering planning work is 
completed. 

Table 5 highlights some of the potential arrangements required for introduction of the purified water into 
the groundwater basins. 

 POTENTIAL COLLABORATION AND FUNDING OPPORTUNITIES 

6.1 Opportunities for Collaboration and Current Partnerships with Other 
Agencies 

Metropolitan welcomes the possibility of partnering with other agencies to ensure the success of the 
RRWP. It is envisioned that Metropolitan will continue to be the owner and operator of the RRWP and 
conveyance system for the benefit of its member agencies and as an integrated part of Metropolitan’s 
services to its agencies. This approach is consistent with Metropolitan’s long-term planning, its needs, 
and its mission. However, Metropolitan is exploring partnership opportunities that provide funding 
sources for construction and operations costs, thereby reducing the estimated $1,800 per AF costs. A 
summary of current and potential partnerships with other agencies is provided in Table 6. 
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Table 5 – Arrangements for Introduction of Purified Water into Groundwater Basins   

Topic Description 
Multiple Agencies 
Potentially Involved in the 
Process 

Watermaster organizations, groundwater basin managers, Los Angeles 
County Department of Public Works, State Water Resources Control 
Board, Regional Water Quality Control Board (RWQCB), cities in 
which new facilities are built for introduction of water into basins. 

MWD Service Connection 
Points 

New connections are intended to be treated in the same manner as 
existing connections. Service connection agreements would be required 
for new connections. 

Facility Requirements Facility requirements would vary by installation, but could include 
pipelines, meter structures, well relocations, pump stations, discharge 
structures, injection wells. Maximum design discharge flows of the 
delivery facilities would be defined. 

Delivery Schedule The schedule for deliveries of RRWP purified water would be mutually 
agreed by member agencies and basin managers, and must be consistent 
with Purchase Agreements between member agencies and Metropolitan.  

Water Quality 
Specifications 

Purified water will meet the Water Quality Control Plan (Basin Plans) 
objectives for specific constituents as established by the applicable 
RWQCB. Detailed water quality specifications will be finalized between 
basin managers, any applicable regulatory agency, and the member 
agencies. Metropolitan will be involved as required to ensure its water 
quality specifications meet those required in the basins. 

Groundwater Modeling Metropolitan may provide monitoring wells to meet the regulatory travel 
time requirements as required by the regulations. 

Ownership of the Water Member agencies will own all delivered purified water received and 
accepted at the service connection, in the same manner as current 
Metropolitan deliveries. 

 

Table 6 – Current Partnerships with Other Agencies 

Agency Role in Partnership Notes 
Los Angeles 
County 
Sanitation 
District 

 Source water from JWPCP 
 In-kind services 
 New facilities and operation 

requirements, if Secondary 
MBR selected  

 Land, power and technical 
support for the demo plant 

 In partnership since 2010  
Demonstration plant and Term sheet for 
full-scale AWT Agreement in 2015 

 Ongoing coordination meetings 
 Investigating secondary MBR impacts to 

the JWPCP 
 Amendment to 2015 Agreement proposed 

for November 2020 Board approval 
 Future full-scale AWT agreement needed 

Southern 
Nevada Water 
Authority 

 Potential transfers or 
exchanges of Colorado River 
or State Water Project 
supplies in return for 
investment in the RRWP  

 Letter of Intent from SNWA signed and 
included in Appendix A 

 Agreement for Environmental Phase 
Services collaboration proposed for 
November 2020 Board approval 
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Metropolitan and the Sanitation Districts have been in partnership to develop the RRWP since 2010. As 
the provider of the water for the RRWP, the Sanitation Districts are integral to the success of the RRWP. 
They recognize that operation of the RRWP would assist in meeting the Sanitation Districts’ recycled 
water goals. The Sanitation Districts have already provided in-kind services toward the project, and to 
date, have provided land, lab services, and an evaluation of source control. Importantly, Metropolitan and 
the Sanitation Districts will also explore the possibility of constructing new basins or converting one of 
the existing basins to provide secondary MBR treatment before delivery of the effluent to the AWT, 
which could reduce Metropolitan’s overall cost for the RRWP  

Metropolitan may also consider partnerships including transfers or exchanges of Metropolitan’s Colorado 
River or SWP supplies in return for a financial investment in the RRWP. For example, there may be 
opportunities to transfer storage in Lake Mead in exchange for participation in the RRWP.  Metropolitan 
and Southern Nevada Water Authority (SNWA) has recently signed a letter of intent to work 
cooperatively together to develop the RRWP and potential future Colorado River exchanges.  SNWA is a 
Nevada joint powers authority and a political subdivision of the State of Nevada. Metropolitan has also 
received a similar joint letter of intent from the Central Arizona Project and the Arizona Department of 
Water Resources.   

6.2 Opportunities for Collaboration and Status of Letters of Intent with Other 
Potential Partners 

Agreements between Metropolitan and other agencies would be a two-step process, beginning with a non-
binding LOI followed by a formal Memorandum of Understanding (MOU). The provisions of the LOI 
represent a statement of the Parties’ general intent to continue collaboration discussions with the goal of 
developing a future agreement or MOU. The future agreement, if approved by both parties, would be 
binding and could include requirements for such parameters as capacities, cost, delivery schedule, and 
water quality. Metropolitan has already entered into LOIs will several of the parties. Table 7 summarizes 
the collaboration opportunities and current status of LOIs with the partners as of July 2020.  Copies of 
completed LOIs are included in an Appendix A to this White Paper.  Potential opportunities with other 
agencies may nor may not include financial participation. Metropolitan has already been in discussions 
with a number of local agencies to collaborate and maximize recycled water use within the region. 

LADWP is pursuing a 150 mgd recycled water program to recycle all of the water from the Hyperion 
Wastewater Treatment Plant.  The proposed program is called Operation NEXT.  The program would 
convert the Hyperion Plant to a MBR facility, add advanced treatment, and deliver the water to various 
points in the City for potable reuse, including a connection to the RRWP’s backbone pipeline for 
treatment at the Weymouth WTP.  MWD and LADWP staff are meeting regularly and coordinating the 
synergy between the two programs. 

6.3 Grant and Low Interest Loan Programs 

Potential grant and loan funding opportunities are available from multiple sources including the federal 
government and state government, as well as from local agency partnering such as the Sanitation Districts 
and other agencies. There are also some limited opportunities for funding through non-profit research 
funds and public-private partnerships. Grant and loan funding is an attractive source of supplemental 
funding for the RRWP, but has various eligibility, timeline, and reporting requirements. Summary of 
grants and loans available to Metropolitan is provided in Table 8. 
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Table 7 – Opportunities for Collaboration and Status of LOIs with Other Potential Partners 

Agency Collaboration Opportunities Notes 
City of Los 
Angeles 
 LADWP 
 LA Bureau of 

Sanitation 

 Meet demands at two South Bay 
refineries (up to 10 mgd included in 
Approach 3) 

 Connection to the RRWP Backbone 
Pipeline to supply recycled water into the 
RRWP (up to 50 mgd for RWA at 
Weymouth WTP) as part of Operation 
NEXT 

 Connection to the Jensen WTP to supply 
recycled water (50 mgd RWA source) as 
part of Operation NEXT 

 Source control and purified water quality 

 LOI signed and included in Appendix A 
 Regular coordination meetings to discuss 

water quality, technical issues, enhanced 
source control, demo plant testing 

 Continuing demand for IPR even if RWA 
is implemented 

 Agreement to take purified water from 
Operation NEXT would be needed 

 USGVMWD 
 Three Valleys 

MWD 
 MSGB 

Watermaster 

 Main San Gabriel GW Basin 
 Raymond Basin/Six Basins demand 

transfer 
 RRWP Backbone Pipeline to supply 

replenishment water to the Santa Fe Dam 
area (potential 38 mgd up to 72 mgd) 

 LOI signed and included in Appendix A 
 Ongoing collaboration meetings 
 Continuing demand for IPR even if RWA 

is implemented 
 Agreement to take purified water needed 

 LBWD 
 TORRANCE 
 WRD 
 

 West Coast and Central GW Basins 
 Regional Brackish Water Reclamation 

Program 
 Groundwater augmentation (potential up 

to 4 mgd) in West Coast Basin 
 Replenishment water (potential 9 mgd up 

to 20 mgd) in Central Basin 

 LOI signed and included in Appendix A 
 Ongoing collaboration meetings 
 Continuing demand for IPR even if RWA 

is implemented 
 Agreement to take purified water needed 

 LACFCD 
 

 Shared recharge basins at Santa Fe Dam   LOI signed and included in Appendix A 
 Ongoing collaboration meetings 

 CAP 
 ADWR 

 Reliability and resiliency of the Colorado 
River water supply 

 Collaboration on regulatory issues 
 Potential exchanges of Colorado River 

water supplies 

 Joint LOI from the Central Arizona Project 
and Arizona Department of Water 
Resources signed and included in 
Appendix A. 

 CBMWD 
 WRD 

 Central GW Basin Groundwater 
augmentation (potential up to 9 mgd) 

 LOI under consideration 
 Coordination with LADWP’s Operation 

NEXT 
 Agreement to take purified water needed 

 WBMWD  West Coast GW Basin 
 

 LOI in development 
 Ongoing collaborative meetings 

 MWDOC 
 OCWD 

 Orange County GW Basin  
 Groundwater augmentation (potential up 

to 46 mgd, if included in a future phase) 

 Coordination with existing GW 
augmentation & future seawater 
desalination 

 Agreement to use spreading grounds would 
be needed 

 Demands may be impacted by proposed 
seawater desalination project 

 LOI not being pursued at this time 
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Table 8 - Summary of Grants and Loans Available to Metropolitan 

Program Amount Notes 
Grants   
USBR Title XVI Reuse 
Research Grant 

$750,000  Awarded $750,000 grant to study pathogen removal with 
alternative treatment technology 

 Requires 75% match 
 No feasibility study required 

California Water 
Recycling Funding 
Program (WRFP) & 
State Prop 1 /68 WRFP 

Up to $5 
million 

 Awarded $1,000,000 Pilot Project grant for 
Demonstration Plant research.  

 Received approximately $300,000 from four groundwater 
planning grants. 

 High demand for funding. Majority of remaining funding 
already allocated. Full scale RRWP should be submitted 
as soon as approved to be eligible for remaining funding 

USBR Title XVI Up to $20 
million 

 Received approval of feasibility study on 4/6/20 and our 
now eligible to apply for future funding under the Title 
XVI WIIN Program. 

 High demand for funding. Project funding typically 
occurs over multiple funding cycles. 

Low Interest Loans   
USEPA Water 
Infrastructure Finance 
and Innovation Act 
(WIFIA) program 

Up to 49% of 
eligible 
project costs 

 WIFIA loans provided at the current US Treasury rate 
(~2-3%) with repayment terms up to 35 years. Minimum 
project: $20M for large communities. NEPA, Davis-
Bacon, American Iron and Steel, and all other federal 
provisions apply. 

California Clean Water 
State Revolving Fund 
(CWSRF) 

Up to 50% of 
eligible costs 

 High demand for funding.  Current significant backlog & 
reduced future funding estimate. 

 Support from other agencies and political leaders may 
facilitate receiving funding. 

Notes: 
1. The Maximum amount of State Proposition 1 and Proposition 68 funding is proposed to be reduced from $15 million to $5 million in the 

proposed WRFP guidelines. 

Staff recommends prioritizing grant opportunities, followed by funding requests through the Clean Water 
State Revolving Fund (CWSRF) low-interest loan program because the project eligibility is more in 
alignment with the proposed RRWP, the size of the loan is up to 50 percent of the project cost, the interest 
rate is half the general obligation bond rate (~2 percent), and repayment is up to 30 years. There are some 
significant concerns with the CWSRF loans requirements regarding lien parity, limitations on future bond 
issuances, and mandatory bond reserve funds that will need to be negotiated before an agreement should 
be accepted.  A more detailed discussion of the grant and loan opportunities are provided in Chapter10 of 
the Feasibility Study.  

 NEXT STEPS 

The purpose of White Papers No. 1 and No. 2 is to provide the Board with background on the RRWP 
facilities that are required, how much the facilities will cost, options for how to pay for the facilities, and a 
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summary of the agreements that must be obtained to support the Program. Estimated costs are based on 
the Conceptual Study and will be updated as part of the PEIR.  Figure 10 below shows the proposed next 
steps for the RRWP.  Workshop No. 1 was held on July 17, 2019 to discuss White Paper No. 1. As with 
White Paper No. 1, a Board Workshop will be held at the E&O Committee meeting on October 12, 2020 
to discuss White Paper No. 2. These workshops are to provide information and a forum to discuss the 
details of the Program, not to approve the Program.   

As described above in the summary of White Paper No. 1, three approaches were proposed to implement 
the environmental and engineering planning for the RRWP.  As part of the fiscal years 2020/21 and 
2021/22 biennial budgeting process, Metropolitan’s Board approved a budget for Approach 1, 
development of a Program Environmental Report (PEIR) and associated engineering support.  In 
November, staff will bring an action item to the Board for consideration of beginning Approach 1.  It is 
anticipated that if additional effort to implement Approaches 2 or 3 is desired by the Board, that 
additional direction would be given to staff.  The biennial budget included $30 million for these efforts.   

Figure 10 – Proposed Next Steps for the RRWP  

 

As shown in this white paper, the RRWP will provide multiple benefits to Metropolitan’s entire service 
area.  Therefore, staff recommends continuing to move forward with the RRWP.  After Workshop No. 2, 
the Board will consider whether to move forward with the next step in the implementation of the RRWP, 
beginning the PEIR.  The November action item will include detailed information regarding the cost and 
scope of the PEIR and associated engineering support and an amended agreement with LACSD in support 
of this next phase of work.  During the approximately 2 ½ years it would take to complete this phase of 
work, staff would also work with the Board to develop a cost-recovery approach for the project, should 
the Board choose to proceed once environmental and engineering planning is complete 

  

Workshop #1:

Implementation and DPR 
Considerations

Workshop #2: 

Planning, Agreements and 
Financial Considerations

RRWP Information

Board Action to start 
CEQA

Amend LACSD Agreement

Approve SNWA Agreement

Amend NWRI Agreement
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Appendix A 

Letters of Intent (LOI) 
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1. Los Angeles Department of Water and Power  
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2. San Gabriel Basin Agencies 
• Upper San Gabriel Valley Municipal Water District 
• Three Valleys Municipal Water District 
• Main San Gabriel Basin Water Master 
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3. West Coast and Central Basin Agencies 
• City of Long Beach 
• City of Torrance 
• Water Replenishment District 
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4. Los Angeles County Flood Control District 
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5. Southern Nevada Water Authority 
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LETTER OF INTENT TO COLLBORA TE ON THE DEVELOPMENT OF A FUTURE 
DEVELOPMENT AGREEMENT RELATED TO ADVANCED TREATED WATER DELIVERY 

SYSTEMS BETWEEN THE METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA 
AND THE SOUTHERN NEVADA WATER AUTHORITY 

This LETTER OF INTENT ("LOI") is made by and between THE METROPOLITAN WATER 
DISTRICT OF SOUTHERN CALIFORNIA ("Metropolitan") and the SOUTHERN NEV ADA WATER 
AUTHORITY ("SNW A"), who may be referred to individually as "Party" or collectively as "Parties." 

BACKGROUND 

A. SNW A is a Nevada joint powers authority and political subdivision of the State of Nevada, created 
by agreement dated July 25, 1991, as amended November 17, 1994, and January 1, 1996, pursuant 
to Nevada Revised Statutes § 277 .180, inclusive. Metropolitan is a water district established under 
the California Metropolitan Water District Act, codified in Section 109-1 et seq., of the Appendix to 
the West's Annotated California Water Code, for the purpose of serving water to the coastal plain of 
southern California. The Parties have collaborated on previous projects and agreements involving 
water supplies and continue to seek new strategies to help maximize the availability of limited water 
supplies. 

B. Metropolitan and SNW A are working together to develop a Regional Recycled Water Program 
("Project"). The objective of the Project is to produce up to 150 million gallons per day ("MGD") of 
advanced treated water from a new advanced water treatment ("A WT") facility located at Los 
Angeles County Sanitation District's Joint Water Pollution Control Plant in Carson, California 
("Metropolitan A WT Facility"). The Project's development may be phased, starting at lower levels 
of production with the potential to build up to 150 MGD of production as demands and conditions 
warrant. 

C. If the Project is finalized and approved by Metropolitan's Board of Directors, it will also include 
plans for the development of a conveyance system consisting of approximately 60 miles of pipeline 
and a series of pump stations ("A WT Conveyance System"). The A WT Conveyance System could 
potentially deliver up to 150 MGD of treated water to the Central, West Coast, Orange County and 
Main San Gabriel Groundwater Basins. Delivery locations along the alignment will consist of either 
existing groundwater spreading basins, new or existing injection wells, or industrial customers of 
Member Agencies in the Los Angeles and Long Beach Harbor areas, or raw water augmentation. 
Metropolitan has divided the pipeline alignment into five segments for consideration of a phased 
construction approach. 

D. Due to the size, complexity and anticipated capital investment required for the Project, SNW A will 
assist in the Project development by providing resources to assist with the planning, design, and 
construction of the Project. These resources may include, but are not limited to, time, materials, 
expertise, and financial investment. 

E. The Parties intend to exchange Project water volumes for MWD Colorado River allocation water 
volumes, conditioned upon final Project authorization and pursuant to the terms of the Development 
Agreement. 

1 
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TERMS 

1. Intent: It is the intent of the Parties to lay the foundation for a cooperative working relationship, to 
establish the role of each Party in that relationship as they continue to work together to further their common 
goal of developing the Project, and to lay the foundation for a joint development agreement to develop the 
Project and allocate future water disbursements ("Development Agreement"). 

2. Additional Parties: The Parties recognize that other entities may be of assistance from time to time 
in various capacities and that the Parties may desire to add such entities as Parties to this LOI or to the 
Development Agreement. Accordingly, the Parties may at any time agree in writing to add Parties to this 
LOI, and anticipate including within the Development Agreement provisions for the addition of Parties by 
mutual, written consent. 

3. Development Agreement: The Parties anticipate that the Development Agreement will describe 
the scope of the Project, including studies, planning, design, and construction; describe the distribution and 
allocation of resources to be provided by each Party toward the development of the Project; commit the 
Parties to future water distributions upon Project completion; and provide for the ongoing relationship 
between the Parties as it relates to the Project upon Project completion. Ancillary agreements with third 
parties may also be necessary as will regulatory changes. The Parties will cooperate to implement such 
agreements and regulations, inclusive of Colorado River operational rules providing any necessary 
flexibility for contemplated water exchanges. 

4. Project Representative: Each Party will designate a project representative to represent the Parties 
on all issues relating to the Project. Within 30 days of the execution of this LOI, the Parties will identify 
their respective Project Representative through the notice provisions provided in Section 8 this LOI. 

5. Project Workplans: Prior to executing the Development Agreement, the Parties may develop a 
project workplan ("Project Workplan") that will define tasks to be completed, an approximate schedule for 
completing the tasks, and, if necessary, the funding or personnel requirements for such tasks. The Project 
Representatives will oversee the task of developing the Project Workplan and shall review and revise the 
Project Workplan as necessary. 

6. Technical Collaboration: The Parties acknowledge that the Project will require advanced technical 
skills and expertise and that sharing such information is an essential component of their collaboration. To 
support technical collaboration throughout the Project, the Parties agree to: 

a. Share information and technology to the greatest extent allowable under their governmg 
legislation and confidentiality requirements; 

b. Reasonably provide personnel as necessary to assist in implementing shared information and 
technology; 

c. Subject to applicable public records laws, maintain all records of Parties in the strictest 
confidence and use them solely for purposes directly related to such services or as required by 
law; 

d. Develop technological enhancements that allow interfaces of common information needs, as 
appropriate; and 
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e. Ensure that sufficient system security provisions shall be utilized by the Parties. 

7. Funding and SNWA Staff Time: 

a. If necessary, funding for the Project prior to the effective date of the Development Agreement 
will be provided for in a Project Workplan. The Parties agree that such funding will come from 
a variety of sources. However, the Parties understand that they will each be responsible for a 
share of the costs related to the Project. 

b. SNW A's participation in funding for the Project will require approval from the SNW A Board of 
Directors. Until such approval, SNW A may commit SNW A staff time and resources necessary 
to facilitate the development process in a timely manner and may assume and be responsible for 
all internal costs associated with that process, including, but not limited to, the costs ofreviewing, 
analyzing, and commenting upon the Project, environmental studies and review, Project 
Workplans, Transaction Documents, lobbying efforts, and necessary reports. 

c. The ability to complete the services identified in this LOI are contingent upon the availability of 
sufficient funds in the budgets approved by the Parties' respective governing bodies. 

8. Non-Binding: The provisions of this LOI represent a statement of the Parties' general intent only, 
and shall not be binding on either Party. Neither Party shall have any obligation to enter into the 
Development Agreement, and no course of conduct of the Parties shall evidence any binding obligations. 

9. Notices: Any notice under this LOI must be in writing and addressed as follows: 

The Metropolitan Water District of Southern California 
Post Office Box 54153 
Los Angeles, CA 90054-0153 
Attn: Deven Upadhyay 
With a courtesy copy by email to DUpadhyay@mwdh2o.com 

Southern Nevada Water Authority 
1001 South Valley View Boulevard 
Las Vegas, NV 89153 
Attn: General Manager 
With a courtesy copy by email to greg.walch@lvvwd.com 

A properly addressed notice will be effective on the day of delivery, if delivered directly by a Party 
or by a nationally recognized delivery service, or on the third day after mailing, if sent postage 
prepaid by U.S. Mail. The Parties shall transmit a courtesy copy of any notice to the other Party by 
email on the day the notice is sent. 

Either Party may change the address listed in this section by providing five days' notice to the other 
Party. 

[Signatures Next Page] 
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The Parties are signing this LOI in duplicate originals. 

SOUTHERN NEVADA WATER AUTHORITY 

Date: 
J. { ). d--0 

------------
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6. Central Arizona Project/Arizona Department of Water 
Resources 
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August 26, 2020 
 

 
Gloria D. Gray, Chairwoman 
Metropolitan Water District of Southern California 

P.O. Box 54153 
Los Angeles, CA 90054-0153 
 

Dear Chairwoman Gray: 
 

The Arizona Department of Water Resources (ADWR) and the Central 

Arizona Water Conservation District (CAWCD) would like to pursue collaborative 

efforts toward the development of the Metropolitan Water District of Southern 

California’s (MWD) Regional Recycled Water Program (Project). The Project will 

purify wastewater to produce high quality water that could be reused and 

potentially offset use of imported water supplies including Colorado River water.  

ADWR and CAWCD believe that significant opportunities to augment the 

Colorado River could emerge from MWD’s Project.  Supply augmentation 

supports our mutual interest– increasing the reliability and resiliency of the 

Colorado River water supply. Over the years, water managers across the 

Colorado River basin have worked collectively to address the shared goals of 

increasing the reliability and resiliency of the water supply provided by the 

Colorado River through conservation and augmentation.  CAWCD, in 

partnership with MWD and the Southern Nevada Water Authority (“SNWA”) have 

jointly invested in water conservation and augmentation projects such as Brock 

Reservoir, the Pilot Operation of the Yuma Desalting Plant, and the Pilot System 

Conservation Project.  More recently, ADWR, MWD, SNWA, and Colorado River 

Commission of Nevada (CRC-NV) entered into an ICS capacity sharing agreement 

to more effectively use the available ICS storage capacity provided in the Lower 

Basin Drought Contingency Plan (“LBDCP”). Moreover, one of the goals of the 

Governor’s Water Augmentation, Innovation and Conservation Council, 

established by Arizona Governor Doug Ducey, is to investigate long-term water 

augmentation strategies for the state of Arizona. ADWR and CAWCD recognize 

the potential for MWD’s Project to augment Colorado River supplies in the Lower 

Basin, including supplies that could benefit water users in Arizona.   
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Gloria D. Gray, Chairwoman 
Metropolitan Water District of Southern California 

August 26, 2020 
Page 2 
 

ADWR and CAWCD are pleased to submit this Letter of Interest in 

participating with MWD on development of the Project including collaborating on 

any regulatory changes that may be necessary to facilitate potential exchanges 

of augmented Lower Basin Colorado River supplies.  We look forward to 

continuing our long history of cooperation and collaboration as we work toward 

opportunities that will benefit the entire Lower Colorado River Basin.  

Sincerely, 
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Budgeted (Y/N):  N/A Budgeted amount:  None Core _X_ Choice __ 

Action item amount:  N/A Line item:   

Fiscal Impact (explain if unbudgeted):   

 

 Item No. 4 
 
 
 

DISCUSSION ITEM 
November 4, 2020 

 
 
TO: Board of Directors 
 
FROM: Robert Hunter, General Manager 
 
 Staff Contact: Harvey De La Torre 
   Melissa Baum-Haley   
 
 
SUBJECT: METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA 

INTEGRATED RESOURCES PLAN (IRP) DISCUSSION SERIES PART 10 
 
 
STAFF RECOMMENDATION 
 
Staff recommends the Board of Directors discuss and file this information. 
 
 
REPORT 

 
At the October 27 IRP Special Committee Meeting, Metropolitan staff provided discussion on 
the draft scenario assumptions and examples of preliminary analysis (presentation attached).  

The current scenario framework iteration is based on combinations of stable/reduced 
imported water stability in conjunction with higher/lower demands on Metropolitan. These 
axes amplify the core objectives of the IRP and provide a common-sense explanation of the 
impacts to be identified.   

The following are examples of bookends of potential scenario descriptions and assumptions 
that would result in the largest and smallest gaps:  

 

 Scenario A - Lower demand on Metropolitan and stable imports (smallest gap, if 

any): This scenario would be driven by a combination of plentiful regional and local 

supplies, a struggling economy, low population growth, and a strengthening water 

use ethic across the state. Member agency efforts to reduce their dependence on 

Metropolitan would have also succeeded. 
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 Scenario D - Higher demand on Metropolitan and reduced imports (largest gap): 

This scenario would be driven by severe climate impacts affecting both imported and 
local supplies.  Demands on Metropolitan would increase due to the loss of local 
groundwater supply as well as impaired yield on the Los Angeles Aqueduct. Losses 
in regional imported supplies would be equally dramatic. All this would be occurring 
during a period of population and economic growth.  
 

 
 

 
The next step will be to quantify how drivers of change might inform each of these 
scenarios, and ultimately develop the results of the Gap Analyses. Each scenario will 
ultimately include a resource mix that could specifically address the scenario’s situation. By 
comparing the resource mix across the scenarios, the Metropolitan Board will be able to 
recognize common elements for multiple scenarios as well as unique resource elements 
that might need to be implemented if the future tends toward that specific scenario.  
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The development of scenario assumptions and quantification will be an iterative process, with 
feedback requested for preliminary assumptions and analysis. The next step will be to refine 
the scenarios and policy discussion by the Metropolitan Board.  

 
 
The next steps in the IRP process will follow the general schedule below: 

 Construct Scenarios (October 2020 – December 2020) 
o October  

 Member Agency technical focus on local supplies and retail demand 
assumptions 

o November 
 Member Agency technical focus on imported supply assumptions and 

provide feedback on the draft Gap Analysis 

o December  
 Engage with expert panels 

 Metropolitan Board to review draft scenarios and Gap Analysis 

 Member Agency technical feedback on refined Gap Analysis   
o January 

 Metropolitan Board to continue policy discussions based on refined 
Gap Analysis 

 Engage with expert panels 

 Develop Resource Mix (December 2020 – February 2021) 

 Develop Adaptive Management Approach (February 2021 – March 2021) 

 Draft IRP Report (April 2021) 
 

Within the developed IRP Resource Mixes, there are potentially high stakes involved with 

the development of future investments. These Metropolitan investments could translate into 

higher Metropolitan water rates and charges.  MWDOC staff believes the nature of the 

recommended work being conducted by the Brattle Group and CDM Smith will provide 

valuable information towards an improved understanding of where some of the policy issues 

may head.   

The future reliability options within the IRP, and decisions about investments in reliability 

both at the Metropolitan level and by the local agencies in Orange County, are at 

stake.  MWDOC staff believes these future investments will be large and having an 

improved understanding through the Economic Benefits Study, will result in a better 

understanding of the reliability impacts these investments may have. This will serve our 

staff, MWDOC Board, and MWDOC-MET Directors well in helping to represent our member 

agencies.  It is important for our agencies to benefit from these efforts, which will result in an 
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improved understanding of how local decisions impact our collective and individual 

reliability.   

Attachments: (1) Integrated Resources Plan Presentation on Draft Scenarios 
Assumptions and Preliminary Analysis 
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Integrated Resources Plan Special Committee
Item 6a
October 27, 2020

IRP Committee Item 6a     Slide 2 October 27, 2020

Recent Activity

Scenario Development Update
Assumptions and quantification will be an 
iterative process

Feedback requested for preliminary assumptions 
and analysis

Schedule and Next Steps
Refinement of scenarios and policy discussion
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IRP Committee Item 6a     Slide 3 October 27, 2020

Member Agency Collaboration

October 14 - Member Agency Technical 
Workgroup

October 16 – Member Agency Managers 
Meeting

Preliminary assumptions and quantification for 
two of the scenarios 

2015 IRP Retrospective Report

IRP Committee Item 6a     Slide 4 October 27, 2020

Timing for Next Stakeholder Outreach

Provide time to develop and refine scenarios with 
member agencies and Board 

First quarter 2021

Objectives

Obtain feedback on scenarios that have been 
reviewed by Member Agencies and Board

Relay stakeholder feedback to Board
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Draft 
Assumptions & 
Quantification

Refined 
Assumptions & 
Quantification

FEEDBACK

Preliminary
Assumptions & 
Quantification

Research             Confirmation             Experts 

Member Agency               Board 

IRP Committee Item 6a     Slide 6 October 27, 2020

STEP 2
Construct 
Scenarios

Oct-Dec
2020

STEP 3
Develop 

Resource Mix

Dec-Feb
2020-2021

STEP 4
Develop 
Adaptive 

Management 
Approach

Feb-Mar
2021

Draft IRP 
Report

April
2021
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IRP Committee Item 6a     Slide 7 October 27, 2020

STEP 2
Construct 
Scenarios

Oct-Dec
2020

MEMBER AGENCIES

October 

• Focus on Local Supplies 
and Retail Demand 
assumptions

November

• Imported Supply 
assumptions

• Feedback on Draft Gap 
Analysis

December 

• Feedback on Refined Gap 
Analysis

• Engage with Experts

MWD BOARD

December

• Review Draft Scenarios 
and Gap Analysis

• Review proposed policy 
questions 

January

• Continue policy 
discussion based on 
Refined Gap Analyses

• Engage with Experts

IRP Committee Item 6a     Slide 8 October 27, 2020

• Draft Scenario 
Assumptions

• Focus on Retail 
Demand and Local 
Supply

Less Imported 
Supply Stability

Lower 
Demand on 

Metropolitan

Higher 
Demand on 
Metropolitan

Low 
Demand 

Stable 
Imports

A
High 
Demand 
Stable 
Imports

B

Low 
Demand 
Reduced 
Imports

C High 
Demand 
Reduced 
Imports

D

Greater Imported
Supply Stability
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IRP Committee Item 6a     Slide 9 October 27, 2020

• Slow economic growth

• Low population growth

• Low employment rate

• Densification, multi-
family dwellings 

• Gradual climate impacts

• Water use ethic continues

• Local project production 
with stable basins 

Less Imported 
Supply Stability

Lower 
Demand on 

Metropolitan

Higher 
Demand on 
Metropolitan

Low 
Demand 

Stable 
Imports

A
High 
Demand 
Stable 
Imports

B

Low 
Demand 
Reduced 
Imports

C
High 
Demand 
Reduced 
Imports

D

Greater Imported
Supply Stability

Key Assumptions *

* Before Metropolitan actions
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Less Imported 
Supply Stability

Lower 
Demand on 

Metropolitan

Higher 
Demand on 
Metropolitan

Low 
Demand 

Stable 
Imports

A
High 
Demand 
Stable 
Imports

B

Low 
Demand 
Reduced 
Imports

C High 
Demand 
Reduced 
Imports

D

Greater Imported
Supply Stability

• Robust economic growth

• Population growth

• High employment rate

• Sprawl, single and multi-
family units

• Severe climate impacts

• Water use ethic wanes

• New projects are being 
developed

• Lower local project yield 
due to climate impacts, 
regulations and 
institutional barriers 

Key Assumptions *

* Before Metropolitan actions
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IRP Committee Item 6a     Slide 11 October 27, 2020

Relative to each scenario

SCENARIO A SCENARIO D

Retail 
Demands

Local 
Supply

Imported 
Supply

Demands 
on MWD

STABLE LESS 
STABLE

IRP Committee Item 6a     Slide 12 October 27, 2020

Results will change with input and further 
refinement of assumptions  
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Continuing to Refine 
Population Growth Forecast
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Results will change with input and further analysis 
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Results will change with input and further analysis 
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Member Agency Feedback

• Re-examine correlation between economy 
and local production development

• Re-examine climate change and regulatory 
impacts on local production
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Results will change with input and further analysis 
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Results will change with input and further analysis 
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Committee Meetings for Remainder of Year

November:  No Special IRP Committee Meeting

December: Special IRP Committee Meeting scheduled for 
second week  - Review policy questions informed by Draft 
Gap Analysis

Member Agency Collaboration

Monthly meetings as scheduled

Additional workgroup meetings to focus on scenario 
assumptions as needed

Constructing Scenarios
Continue developing assumptions and conducting 
quantification for Member Agency review per schedule
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  Item No. 5 
 

 
DISCUSSION ITEM 

November 4, 2020 

 

 

TO: Board of Directors 

 

FROM: Robert Hunter, 

 General Manager 

 

 Staff Contact: Melissa Baum-Haley  

       

 

 

SUBJECT: METROPOLITAN WATER DISTRICT (MET) ITEMS CRITICAL TO ORANGE 

COUNTY 

 

 

STAFF RECOMMENDATION 

 

Staff recommends the Board of Directors to review and discuss this information. 

 

 

 

DETAILED REPORT 

 

This report provides a brief update on the current status of the following key MET issues that 

may affect Orange County: 

 

a) MET’s Finance and Rate Issues    

b) MET’s General Manager Recruitment Process  

c) MET’s Water Supply Conditions    

d) Colorado River Issues 

e) Delta Conveyance Activities and State Water Project Issues  
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ISSUE BRIEF #A 

 
 
SUBJECT:  MET’s Finance and Rate Issues 
 
RECENT ACTIVITY 
 
Current Update 
 
Water Transactions for August 2020 totaled 148.9 thousand acre-feet (TAF), which were 5.6 
TAF lower than the budget of 154.5 TAF. This translates to $131.8 million in revenues for 
August 2020, which were $7.9 million lower than budget. 
 
At the September 14, 2020 Finance and Insurance Committee at MET, the Board received a 
review of the impacts of COVID-19. From this review, the Board Approved the following 
recommended cost-containment measures to address the COVID-19 financial impacts as 
amended: 

a. Continue to track COVID-19 impacts to the member agencies with a focus on retail 
payment delinquencies. If interest from the member agencies, develop a payment 
deferral program which exempts penalties or interest for those agencies that record 
and report significant delinquencies and likewise grant deferrals to their customers. 
Bring back any deferral program criteria to the Board for review and consideration 

b. Monitor water demands, sales and expenditures and prepare additional cost-
containment measures, as needed, for mid-cycle budget review. 

c. Maintain the current rates adopted by the Board to address the impacts of lower water 
sales and lower revenues while maintaining current credit ratings. 

d. Include in the mid-cycle budget review new revenue generation options including 
through a ground water replenishment program.  

e. Implement a moratorium on non-emergency unbudgeted proposals for the remaining 
part of the fiscal year that have not been anticipated in the budget. 

 
 
Rate Issues 
 
In December 2019, the MET Board voted to discontinue the collection of the Water 
Stewardship Rate (WSR) as part of the upcoming 2021 and 2022 rates and charges 
(December 2019 Board Letter). The Demand Management program will use program 
reserves to cover the costs of LRP, Conservation, and the Future Supply Actions Program 
for the next two years, or until a new funding mechanism is in place.  
 
At the October 13, 2020 Finance and Insurance Committee at MET, the Board received a 
review of the Water Stewardship Fund in relation to funding for Metropolitan’s Demand 
Management Programs (October 2020 Board Letter). Metropolitan’s robust demand 
management programs have been enormously successful and have been one of the 
strongest tools in building Southern California’s high degree of water reliability and resilience. 
Additionally, the successful implementation of demand management programs has been 
cost-effective and reduced the need for spending on infrastructure upgrades and 

Page 99 of 155

http://www.mwdh2o.com/WhoWeAre/Board/Board-Meeting/Board%20Archives/2019/12-Dec/Letters/12102019%20BOD%208-2%20B-L.pdf
http://www.mwdh2o.com/WhoWeAre/Board/Board-Meeting/Board%20Archives/2020/10%20-%20Oct/Letters/10132020%20BOD%209-3%20B-L.pdf


 Page 3 
 

 
 
supplemental water supplies. The continuance of these successful programs requires the 
adoption of a funding mechanism through the rate structure that enjoys broad support from 
the Board and the public. Metropolitan staff will be engaging with the Board and Member 
Agency staff in the coming months to bring forward options for consideration, with the goal of 
adopting a new funding approach by the close of CY 2021. 
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ISSUE BRIEF #B 

 
 
SUBJECT: MET’s General Manager Recruitment Process 
 
RECENT ACTIVITY 
 
Current Update 
 
On August 18 the Metropolitan Board authorized an agreement with The Hawkins Company 
as the executive search firm for the General Manager recruitment process. The Hawkins 
Company previously recruited the General Counsel (Jeff Kightlinger and Marcia Scully) and 
General Auditor (Gerry Riss) positions. 
 
At the September 22 Special Organizational Personnel & Technology (OP&T) Committee, 
the Board discussed the input process for the job description versus executive profile, and 
discussed the stakeholder engagement process. 

 A Job Description is high level description of expectations and responsibilities, 
including specific goals and objectives. It is established via the General Manager 
business plan, performance goals, and approved budget. 

 An Executive Profile defines leadership core competencies used to identify, screen, 
and evaluate candidates. It informs and guides the recruitment strategy. 

 
At the October 13 OP&T Committee, the Metropolitan Board discussed the draft Job 
Description, including an additional responsibility for Human Resources processes and 
policies, including diversity and inclusion. Additionally, the following recruitment schedule was 
outlined: 

 Approve updated job description, brochure and outreach plan 
o November or December Board 

 Advertise for 30 to 60 days  
o May need to advertise longer based on holidays 

 Executive Committee to work with Executive Search firm to prepare questions, 
develop an interview process  

o November, December or January Executive Committee 

 Executive Committee to work with Executive Search firm to screen candidates and 
develop candidate pool for first round of interviews  

o January, February or March Executive Committee  

 Executive Committee to interview candidates and recommend three to five finalists for 
Board interview  

o February, March or April Executive Committee  

 Board interview final candidates  
o Special Board meeting to be scheduled 
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ISSUE BRIEF # C 
 
 
SUBJECT: MET’s Water Supply Conditions 
 
RECENT ACTIVITY 
   

With estimated total demands and losses of 1.54 million acre-feet (MAF) and with a 20% 
SWP Table A Allocation, Metropolitan is projecting that demands will meet supply levels in 
Calendar Year (CY) 2020. Based on this, estimated total dry-year storage for Metropolitan at 
the end of CY 2020 will remain at approximately 3.1 MAF.  
 
A projected dry-year storage supply of 3.1 MAF will be the highest amount for 
Metropolitan. A large factor in the increase in water storage is because water demands 
regionally have been at approximately 36-year lows. 
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Attachment: Water Supply Conditions Presentation 
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Water Supply Conditions
Kevin Hostert, Water Resources Analyst

Municipal Water District of Orange County

October 28th 2020

Comparing the Three Regions

Southern California Upper Colorado River BasinNorthern California
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California Drought Monitor

October 2020 =  68% drought Moderate Drought (D1) in California
October 2020 = 36% Severe to Extreme Drought (D2 to D3) in 
California

October 2019 = 2% drought Moderate Drought (D1) 
in California
October 2019 = 0% Severe to Extreme Drought (D2 
to D3) in California

California Drought Monitor

October 2020 =  68% drought Moderate Drought (D1) in California
October 2020 = 36% Severe to Extreme Drought (D2 to D3) in 
California

October 2019 = 2% drought Moderate Drought (D1) 
in California
October 2019 = 0% Severe to Extreme Drought (D2 
to D3) in California
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Historical Northern California 
Precipitation

WY 2015 =  37.2

WY 2016 = 57.7

WY 2017 (Wettest) 94.9

WY 2018 = 41

WY 2019 = 69.08

WY 2020 = 31.74
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2020 SWP Table A Allocation

MWD 2020 Water Storage
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MWD 2020 Estimated Water Storage
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ISSUE BRIEF # D 
 
 

SUBJECT: Colorado River Issues 
 
RECENT ACTIVITY 
 
 
Lake Powell Pipeline Draft Environmental Impact Statement Update  

On September 24, 2020, the Utah Division of Water Resources (UDWR) and Washington 
County Water Conservancy District requested an extended timeline from the U.S. Bureau of 
Reclamation (Reclamation) to consider comments received on the Lake Powell Pipeline 
project (LPP) draft Environmental Impact Statement (EIS) submitted by the Colorado River 
Basin States, Tribes, water users, non-government organizations and members of the 
public. Following Reclamation’s publication of the LPP draft EIS on June 20, 2020, over 
14,000 comments were submitted during the public comment period. Metropolitan, the 
Colorado River Board of California, and the six Colorado River Basin States each submitted 
comment letters to Reclamation regarding the LPP DEIS. In response to this request for an 
extension of time, Reclamation will establish a new schedule for preparing a supplement to 
the draft EIS.  
 
The LPP is a proposal by the state of Utah, through UDWR, to construct a pipeline that 
would divert approximately 86,000 acre feet (AF) of water from Lake Powell near Glen 
Canyon Dam in Page, Arizona, to Sand Hollow Reservoir near St. George, Utah, for use in 
Washington County, Utah. The UDWR is proposing to build the LPP in order to bring a 
second source of water to Washington County, Utah to meet future water demands, 
diversify the regional water supply portfolio, and enhance the reliability of the water supply.  
 
Metropolitan’s Colorado River Water Order for 2021  

On September 15, Metropolitan submitted its Colorado River Diversion Estimate and Part 
417 Consultation Questionnaire (Water Order) to Reclamation for calendar year 2021. 
Submitting the Water Order helps ensure Metropolitan’s ability to fully access available 
Colorado River supplies. Metropolitan’s 2021 Water Order estimates a total Colorado River 
water supply of 1.01 million AF, with a minimum diversion of 561,000 AF and a maximum 
creation of 450,000 AF of Extraordinary Conservation Intentionally Created Surplus. The 
Water Order reflects the 45,000 AF of water that will be generated through the Palo Verde 
Irrigation District/Metropolitan Forbearance and Fallowing Program and the Bard Seasonal 
Fallowing Program.  
 
Metropolitan Submits Seasonal Fallowing Call for Bard Water District  

On September 30, Metropolitan submitted its notice to Bard Water District to fallow up to 
3,000 acres of fallowable land during the spring and summer of 2021, which is the 

maximum allowed under the seasonal fallowing program. The program, which is in its 
second year, incentivizes farmers in Bard to not irrigate a crop between April 1 and August 
30, when water use is high and crop value low. Bard farmers are not obligated to meet the 
full fallowing call and will respond to Metropolitan’s request later this year to determine how 
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many acres will be fallowed next year. Based on 2020 participation, it is anticipated that 
nearly the full fallowing call will be met. 
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ISSUE BRIEF # E 
 
 

SUBJECT: Delta Conveyance Activities and State Water Project Issues 
 
RECENT ACTIVITY 
 
Delta Conveyance 

A comprehensive update on Delta Conveyance activities, including the Agreement in 
Principal for the Delta Conveyance to the State Water Project Contract as well as discussion 
regarding the planning budget, funding agreements, and Design and Construction Authority 
amendments can be found attached. 
 
Timeline for Future Metropolitan Board Discussions & Actions 

By the end of 2020, the MET Board will be asked to make a commitment for planning costs 
for the Delta Conveyance Project for 2021 and 2022. Assuming MET has up to a 65% share 
of the project, the forecasted funding agreement costs would be up to $81.2 million for 2021 
and 2022. Of note, the Biennial Budget already includes MET’s planned contribution of $25 
million per year for Delta Conveyance project planning activities. This in addition to State 
Water Contract expenditures. Following the same 65% share assumption, MET’s forecasted 
planning costs for all four years would be $221.5 million. 
 

 
 
By the end of 2022, the MET Board will be asked to provide additional funding for continued 
planning costs.  A final decision point on the level of MET’s participation in the project is 
expected to occur in the latter half of 2024. 
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Sites Reservoir 
 
At their September 17 joint meeting, the Sites Authority Board and Reservoir Committee 
approved Alternative 1 as the Authority’s preferred project for the purposes of the Revised 
Draft EIR analysis and for the purposes of the federal and state permitting processes. 
Alternative 1 includes a 1.5 million acre-feet reservoir size and the utilization of both existing 
and proposed new facilities, all of which will be in northern California in Glenn, Colusa, 
Tehama, and Yolo Counties. 
 
Stemming from the recent strategic planning session, the Sites Authority Board and Reservoir 
Committee also approved a new vision statement - “affordable water sustainability managed 
for California’s farms, cities, and environment for generations to come,” a new mission - “the 
Sites Project Authority will build and operate a climate-resilient, 21st Century water storage 
system to responsibly manage and deliver water; improve the environment; and provide flood 
control and recreational benefits;” and defined new values and goals. A legal service contract 
to provide initial assistance in securing water right approvals for the project was awarded to 
the firm of Somach, Simmons and Dunn. 
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Regulatory Activities 
 
On September 8-10, Metropolitan staff participated in a Delta Science Program 
sponsored workshop on the Sacramento River Drainage Spring-run Chinook salmon. The 
purpose of the virtual workshop was to convene subject-matter experts to develop the 
best possible approach to accurately estimate the population of spring-run Chinook 
salmon in the Sacramento River basin, which is a requirement in the DWR State 
Endangered Species permit (state permit) for SWP operations. Agency and stakeholder 
input provided at the workshop will be considered to inform the development and 
implementation of the Juvenile Production Estimate (JPE) for Spring-run Chinook salmon. 
The JPE will be used to set action triggers for managing State Water Project operations 
under the state permit. 
 
Metropolitan staff also continued to participate in the collaborative groups called for in the 
2019 federal Endangered Species permit for the State Water Project (SWP) and Central 
Valley Project (CVP), and the 2020 state permit for Longterm Operation of the SWP, to 
address science needs to inform management and operation of the water projects. The 
Delta Coordination Group is to coordinate the CVP and SWP management for federal 
listed species and is currently focused on Delta smelt summer/fall actions. The Longfin 
smelt Science Program is the cooperative science technical team to inform the 
management of longfin smelt under the state permit. 
 
Science Activities  
 
Metropolitan staff continued participating in the Collaborative Science and Adaptive 
Management Program (CSAMP), including participation on the Collaborative Adaptive 
Management Team (CAMT). The September 15 CAMT meeting included a presentation 
on the draft report for the Coordinated Salmonid Science Plan project. The presentation 
provided a summary of the methods used to identify and prioritize salmon activities, and 
the results of the project. Metropolitan staff is reviewing and preparing comments on the 
report. CAMT also received an update on the efforts to monitor habitat restoration in the 
Delta and discussed priorities for the CAMT work plan for 2021/22. 
 
Metropolitan’s Bay-Delta Initiatives (BDI) staff, Ms. Alison Collins and Dr. Shawn Acuña, 
with co-authors from Cramer Fish Sciences, ICF consultants, DWR, and the U.S. Bureau 
of Reclamation, published a paper on a Chinook salmon predation study. Chinook salmon 
were exposed to largemouth bass in a net pen under different conditions to evaluate the 
effects of man-made structures and aquatic weeds on predation. The results showed that 
aquatic weeds were a significant factor in affecting predation by Largemouth bass. The 
study was supported by grant funding from the California Department of Fish and Wildlife. 
 
The Interagency Ecological Program is holding their annual workshop virtually with 
workshop sessions held in two-hour blocks from August 25 to October 13, 2020. BDI staff 
is participating in the workshop, and sessions are addressing a variety of Delta science 
topics including Delta fish abundance and habitats, aquatic vegetation management, 
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environmental stressors and activities in Suisun Marsh. On September 15, BDI staff 
person Dr. Corey Phillis gave a presentation on an on-going study to model juvenile 
Chinook salmon response to food web subsidies from rice field drain water in the 
Sacramento River. 
 
Delta Flood Emergency Management Plan  
 
DWR is conducting emergency response exercises to train personnel, test response 
effectiveness and upgrade Delta emergency preparedness plans. A large-scale emergency 
exercise is planned in the spring 2021 involving multiple-island failures requiring robust 
response measures of the Delta Flood Emergency Management Plan (DFEMP), including 
the emergency freshwater pathway. It is planned as a tabletop exercise requiring preliminary 
testing in fall 2020 to prepare for a more comprehensive exercise in the spring. DWR is 
preparing input materials and manuals for the exercise and will use findings to prepare an 
after-action report and update the DFEMP. In connection with these processes, DWR 
conducts monthly meetings to review DWR and USACE emergency stockpile inventories and 
local emergency supplies and machinery for levee breach repairs. 
 
 
 
Attachment:  Metropolitan Bay-Delta Committee Item Update on Delta Conveyance 
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 Bay-Delta Committee

10/27/2020 Committee Meeting 

6a 
Subject 

Update on Delta Conveyance 

Details 

Background 

Consistent with Executive Order N-10-19, in early 2019, the state announced a new single tunnel project, which 
was notably included as part of the Governor’s 2020 Water Resilience Portfolio.  In 2019 the California 
Department of Water Resources (DWR) initiated planning and environmental review for a single tunnel Delta 
Conveyance Project (DCP) to protect the reliability of State Water Project (SWP) supplies from the effects of 
climate change and seismic events, among other risks.   

Staff plans to bring an action to the Board in December for funding Metropolitan’s share of the state’s 
environmental review and planning process for a single tunnel DCP as described below, and to also consider 
modifications to the existing Delta Conveyance Design and Construction Authority (DCA) formation agreement 
to address governance structure.  

Conveyance Project Purpose and Notice of Preparation  

DWR completed its public scoping process for the DCP earlier this year.  The project purpose is “to develop new 
diversion and conveyance facilities in the Delta necessary to restore and protect the reliability of [SWP] water 
deliveries, and, potentially, Central Valley Project water deliveries south of the Delta, consistent with the state’s 
Water Resilience Portfolio.”  The following project objectives are contained in the Governor’s Water Resilience 
Portfolio: Climate Resiliency, Seismic Resiliency, Water Supply Reliability, and Operational Resiliency.”1 These 
objectives are included as the proposed Delta Conveyance Project Description within DWR’s “Notice of 
Preparation of Environmental Impact Report for the Delta Conveyance Project” (NOP) published on January 15, 
2020, included as Attachment 1 to this report. 

Project Planning Schedule 

DWR’s schedule for completing the environmental review and permitting process extends through the end of 
2024 with key milestones shown below: 

 Completion of Public Draft Environmental Impact Report (EIR) in 2022.

 Completion of Final EIR and issuance of Endangered Species Act permits in 2023.

 Completion of State Water Resources Control Board Change in Point of Diversion to DWR’s permits
and Delta Stewardship Council Delta Plan certification of consistency and any administrative appeals
in 2024.

1 These project objectives are subject to refinement during the process of preparing a Draft EIR. 
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Agreement in Principal for Amendment for Delta Conveyance to SWP Contract 

Public negotiations between DWR and Public Water Agencies (PWA’s) for the DCP began in July 2019 and were 
completed in April 2020.  These negotiations led to an Agreement in Principle (AIP) for an Amendment to the 
State Water Contract for the DCP.  The goal was to equitably allocate new costs and benefits of a Delta 
Conveyance Facility and to preserve existing SWP benefits and capability.   

The DCP would be constructed and operated as an integrated component of the SWP.  For this reason, 
negotiations focused not only on how the costs and benefits would be accounted for in contract language, but also 
how DWR would administer and operate the SWP if and when a DCP becomes operational.  The parties have 
developed a white paper that describes the accounting and administrative principles to be utilized for the DCP.   

A. AIP – Provides an Opt-out Approach
The AIP, included as Attachment 3, is based on the principle that each PWA is obligated to pay for the 
necessary DCP under its existing contract with DWR.  The AIP is structured to allow PWAs to opt out of 
the costs and benefits of the DCP.  Under the AIP, a PWA may choose not to pay for costs of building 
and operating the DCP, but it would also forgo the benefits.  However, a PWA may not be partially in, so 
it must opt out of all or none of its entire Municipal and Industrial Table A or Agricultural Table A share. 
A PWA may invest in more than its Table A share, if excess is available.
Because there is the ability to opt out, the DCP benefits are clearly articulated in the AIP as those water 
supply and capacity benefits attributable to the DCP,2 which includes, but is not limited to, water supply 
benefits and use of available capacity.  The PWAs who choose to opt out of the project will not be 
charged for the project, will forgo benefits below, and their contracts would be amended accordingly:3

• Forgo right to or delivery of SWP water attributable to the DCP.

• Forgo delivery of Article 21 interruptible water until DCP benefits have been allocated to those 
participating in the project.

• Forgo the right to use DCP and unused conveyance capacity for SWP purposes for non-project 
water unless fair compensation4 is paid.

• Forgo the right to use DCP to convey SWP water in the event south Delta diversion and/or pumping 
is impaired (applies with physical impairment, regulatory/contractual disruption, sea level rise, 
seismic events, flooding, or other uncontrollable event).

• Forgo the right to carriage water savings and any credit from fair compensation collected by DWR 
for use of capacity.

B. Participation and Billing
The AIP includes a participation table that denotes each PWA’s investment percentage, which must equal 
one hundred percent to fully fund the project.  The table provides the DCP allocation factors.  The 
allocation factors are carried into the billing section.  Each PWA will pay for the costs and receive the 
benefits in line with each participants’ associated allocation factors.  The billing provisions and allocation 
table are detailed in AIP objective 4.

C. Proportionate Benefits
The AIP provides that a PWA will receive the benefits in proportion to their allocation factor percentage. 
The benefits are defined more broadly, but specifically include the following: (see Attachment 3 Section 
VI. Objective 5 – Delta Conveyance Facility Benefits Allocation) 

2 The AIP referred to the Delta Conveyance Facility (“DCF”). DCF and DCP are interchangeable and refer to the same 
project.  
3 Attachment 3 Section VI. Objective 5 – Delta Conveyance Facility Benefits Allocation 
4 Fair compensation is defined in the AIP to, “include but is not limited to capital recovery, operations, maintenance, 
replacement, and variable charges associated with the use of the DCF capacity.” 
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 Delivery of Table A amounts diverted at and conveyed through or attributed to the DCP.

 Article 21 Interruptible Water attributable to DCP.

 Available DCP conveyance capacity unused by DWR for SWP purposes to convey non-project
water for ultimate use within that PWA’s service area.

 Carriage water savings that DWR determines are realized during its operation of any DCP for
purposes of conveying SWP water.

 Available DCP conveyance capacity to convey SWP water in the event diversion facilities and/or
pumping in the south Delta is prevented or impaired by a physical, regulatory or contractual
disruption, including but not limited to sea level rise, seismic events, flooding, or other
uncontrollable event.

 A credit from fair compensation collected by DWR for use of available DCP conveyance capacity
by non-participants.

Additionally, if DWR moves water through the DCP that it could have moved through Clifton Court 
Forebay, participating PWAs will have priority to move non-project water through the existing south 
Delta diversion at Clifton Court Forebay in the same time and quantity based on their participation 
percentage.  

D. AIP White Paper

The AIP white paper, included as Attachment 4, describes the current understanding of how DWR would
account for and administer the DCP benefits.  DWR will include information regarding the accounting
and administration of water attributable to DCP in relevant Notice(s) to SWP Contractors consistent with
prior practice.  The white paper does not create any legally binding obligations, rather, it provides the
administrative detail regarding how DWR would operate the DCP as an integrated part of the SWP
consistent with the contractual language contained in the amendment.  For instance, the white paper
provides details on when Article 21 water will be made available to those PWAs who invest in the DCP
and when it will be made available for those who opt out.

Planning Budget, Funding Agreements, and DCA Amendments 

Following the AIP public negotiations, participating PWAs are proceeding with the next steps to advance project 
investment and engagement.  Key topics for advancing the project include the following: adequate funding for 
project planning and pre-construction activities, PWA funding decisions for the DCP, and the respective DCA 
governance amendments to reflect PWA participation levels. 

A. Planning Costs

When the DCA was originally formed in May 2018, DWR had completed the environmental review of
and approved the California WaterFix, and state and federal Endangered Species Act permits had been
issued.  The DCA had a clear task ahead of it: to design and construct CA WaterFix.  Currently, DWR is
focused on preparing single tunnel environmental review documents and obtaining key permits for DCP.
Due to the state’s planning process now extending through 2024, and given the current economic
conditions, participating PWAs and the DCA have been evaluating their respective budgets for potential
cost savings.

Approximately $331.5 million of investment is needed over four years.  This includes both DWR and
DCA expenditures for environmental planning and stakeholder engagement efforts.  After diligent review
of the preliminary planning budget, a short-term reduction in DCA activities has been identified to both
streamline expenditures and create efficiencies.  This reduction is focused on overhead and organization
expenses within the DCA.  The collective DWR and DCA planning budget reduction identified would be
$43.5 million over two years, and $53.5 million over four years, reducing the original four-year planning
budget from $385 million to $331.5 million.

Under this revised planning schedule and budget, activities to support environmental planning would
continue, including necessary engineering support and geotechnical surveys.  Near-term modifications to
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the DCA activities include a one-year deferral of some geotechnical work and engineering work, not on 
the critical path.  In addition, overhead expenses would be reduced, including some contracted staffing 
reductions.  While some DCA activities would be deferred or reduced, other critical work supporting the 
environmental planning process, including the Stakeholder Engagement Committee, would continue.  It is 
anticipated that the DCA engineering and design activities would resume at full capacity once 
environmental planning is complete, key permits have been obtained, and final design and construction 
services are actually needed.   

B. Funding Agreement

To finish the DCP environmental review and planning work, each PWA investing in the project would
contribute its percentage of the planning costs.  As noted previously, the revised four-year planning
budget is $331.5 million, with an estimated $121.5 million for 2021 and 2022 (calendar years 1 and 2).  In
2020, four PWA’s provided $9.2 million in advance of the AIP to fund DCP planning activities.  These
four agencies would be reimbursed (during the four-year planning period) for their advance payments,
resulting in a total funding need of $340.7 million during the four years.  The $9.2 million will be
collected through the funding agreements over the four-year period, consistent with the cash flow
projection of planning budget costs and will be credited to those four agencies who advanced the funds.
Based on cash flow projections over the four-year planning horizon, the estimated funding amount is
$124.9 million for 2021 and 2022 (calendar years 1 and 2).

At this time, other PWA board decisions on participation levels have not occurred, but assuming up to a
65-percent share of the project for Metropolitan, forecasted funding agreement costs would be up to
$81.2 million for calendar years 2021 and 2022.  Metropolitan’s forecasted planning costs for all four
years, assuming up to a 65-percent share, would be $221.5 million.

The funding agreement would be between Metropolitan and DWR and would describe the purposes for 
which funding is authorized.  These purposes include funding environmental and pre-construction 
activities for DWR and work that is authorized by DWR under the JEPA Joint Exercise of Powers 
Agreement with the DCA.  The funding agreement would initially provide up to $81.2 million for 
calendar years 2021 and 2022, but allow Metropolitan the ability to contribute additional funds in 
calendar years 2023 and 2024. The funding agreement allows Metropolitan and DWR to determine the 
timing and collection of funds.  Finally, like prior agreements, the funding agreement will provide that 
funds would be reimbursed to Metropolitan if the project is approved and bonds are issued.  An action to 
fund for planning does not commit Metropolitan to participate in the project.  Any final decision to 
commit to the project and incur final design and construction costs would need Board approval following 
environmental review, which will not occur until 2024 or later.  

C. DCA Governance and Amendment

DCA’s current board includes the following seats: Metropolitan (SWP), Metropolitan (Non-SWP
capacity), Kern County Water Agency (Kern), Santa Clara Valley Water District (Santa Clara), and a
SWP contractor (selected by otherwise non-represented SWP contractor).  In the existing structure, two
additional directors are added if there is CVP participation, bringing the board seats to seven.  This
structure was negotiated for California WaterFix, which contemplated Central Valley Project
participation.  Currently, investment decisions are being contemplated only by SWP PWAs.

To address the changed investment structure and level of participation in the DCP, an amendment to the
DCA Joint Powers Agreement (DCA JPA Amendment) has been developed to align the board
composition and voting procedures with PWAs’ respective financial commitments.  Under the current
proposal, the revised board would become a seven-member board to better reflect the investment in the
project.  The new seven-member board would include one seat with each for the following: Metropolitan,
Kern, Santa Clara, Class 3/5/7 contractors, and Class 2 Contractors, and two seats for Class 8 contractors.
Table 1 below provides a list of PWAs which are current or anticipated project participants by class.
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Table 1: Current or anticipated PWA’s for proposed DCA Board Seats by Contractor Class 
Class Contractors State Water Contractors 

Class 2 
Alameda Flood Control & Water Conservation (Zone 7) 
Alameda County Water District (ACWD) 

Class 3/5/7 

Dudley Ridge Water District (Class 3) 
San Luis Obispo County Flood Control & Water Conservation District (Class 5) 
Casitas Municipal Water District (Class 7) 
Santa Clarita Valley Water Agency (Class 7) 

Class 8 
Contractors 

Antelope Valley – East Kern Water Agency  
Coachella Valley Water District 
Crestline – Lake Arrowhead Water Agency 
Desert Water Agency 
Mojave Water Agency 
Palmdale Water District 
San Bernardino Valley Municipal Water District 
San Gabriel Valley Municipal Water District 
San Gorgonio Pass Water Agency 

Additionally, updated voting provisions are proposed to reflect the new DCA governance.  Most actions 
would be decided by a majority vote, with each Director having one vote.  However, in order to account 
for each PWA’s financial investment, following an initial vote by the DCA board, a reconsideration 
provision would be allowed on certain financial decisions.  This would allow any DCA Director to move 
to reconsider an action related to annual budget, budget modification, construction contracts exceeding 
$10 million, and service contracts exceeding $1 million over the life of the contract.    

Reconsideration of an item approved by a majority vote must be initiated during the same meeting, and a 
reconsideration vote must be agendized for the next scheduled DCA board meeting, which may not be 
less than 14 days and not more than 30 days from the original action.  To overturn an original board vote, 
the reconsideration vote would be based on contracted proportionate share, which is the level of 
investment represented by each board seat, except for Class 8, the contracted proportionate share will be 
divided equally between the two board seats.  For the reconsideration vote to pass and overturn the initial 
vote, it would require the support of at least 70 percent of the contracted proportionate share.   

Preliminary Project Cost Information and Preliminary Benefits (September 2020 Bay-Delta Committee) 

During the September 2020 Bay-Delta Committee Meeting, staff provided an update on preliminary cost 
information and a range of potential project benefits for the DCP.  The preliminary cost information was 
generated by the DCA and estimates the project would be $15.9 billion (2020 dollars).  The purpose of the 
preliminary cost information was to provide PWA’s with cost information to support respective board funding 
decisions for planning costs.   

Key points - Preliminary Project Cost Information: 

 Includes early estimates for total project costs – construction, management, oversight, mitigation,
planning, soft costs, and contingencies.

 No Preliminary Engineering Report is available at this time; however, the DCA is conducting preliminary
engineering work, which helped inform the development of the cost information.

 PWA’s requested a review of the DCA cost assessment, and the results of that review identified that the
level of contingencies could vary.  Further, it indicated that the DCA estimated contingency amount
exceeds industry standards by $2.3 billion to $4.4 billion, and that the contingency would be expected to
narrow over time as the planning process proceeds.

 Cost Information will be revised after necessary engineering is complete.

Preliminary project benefits were also estimated.  The primary project benefits were compared to future 
conditions consistent with the NOP objectives of climate resiliency, seismic resiliency, water supply reliability, 
and operational resiliency.  The range of potential project benefits included preservation, or protection, of existing 
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water supplies ranging from 100,000 AF to 1,000,000 AF.  Potential enhanced water supply benefits may include 
water quality improvements and protection against climate change effects such as sea level rise, including greater 
sea level rise than currently projected.  Both preliminary cost information and preliminary project benefits will be 
further refined as the project planning proceeds and a decision to participate in the project construction nears.  

Next Steps 

Staff will continue to work with DWR, DCA, and other PWAs to advance the following: funding agreement for 
project planning, DCA JPA Amendment, and update the environmental planning workplan and budget.  In 
November 2020, staff will continue to review the status of developments with the Bay Delta Committee, 
including any development related to other PWA actions.  In December 2020, staff will propose actions to 
authorize the General Manager to enter the funding agreement with DWR and the DCA JPA Amendment.   

Policy 

By Minute Item 45753, dated May 11, 2004 the Board adopted refined Bay-Delta finance and cost allocation 
policy principles for communication with the California Bay-Delta Authority and interested parties, as set forth in 
the letter signed by the Chief Executive Officer on April 20, 2004. 

By Minute Item 46637, dated April 11, 2006, the Board adopted policy principles regarding long-term actions for 
the Sacramento-San Joaquin River Delta as described in the revised letter signed by the General Manager on 
April 4, 2006.  

By Minute Item 47135, dated June 12, 2007, the Board adopted a proposed Delta Action Plan. Subsequent to 
adoption of the Delta Action Plan, a Board of Directors Retreat was held on April 13-14, 2007 where the Board 
discussed a framework directing Metropolitan staff actions related to Delta issues.  The framework compromises 
of three major time-based components: A Short-Term Action Plan, a Mid-Term Action Plan and a Long-Term 
Action Plan.   

By Minute Item 47232, dated September 11, 2007, the Board adopted criteria for support of conveyance options 
in Implementation of a Long-term Delta Improvement Plan.  These criteria are as follows: provide water supply 
reliability, improve export water quality, allow flexible pumping operations in a dynamic fishery environment, 
enhance delta ecosystem, reduce seismic risks and reduce climate change risks.  

Attachment 1 – DWR’s Notice of Preparation Delta Conveyance Project 

Attachment 2 – DWR’s Planning Schedule for DCP 

Attachment 3 – Agreement in Principle 

Attachment 4 – White Paper on AIP 

Ref# eo12679071 

10/21/2020 
Stephen N. Arakawa 
Manager, Bay-Delta Initiatives 

Date 

10/22/2020 
Jeffrey Kightlinger 
General Manager 

Date 
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LQ�SUHSDULQJ�ILQGLQJV�RU�D�VWDWHPHQW�RI�RYHUULGLQJ�FRQVLGHUDWLRQV��7KH�VWDWHPHQW�RI�REMHFWLYHV�
VKRXOG�LQFOXGH�WKH�XQGHUO\LQJ�SXUSRVH�RI�WKH�SURMHFW DQG�PD\�GLVFXVV�WKH�SURMHFW�EHQHILWV´��6WDWH�
&(4$�*XLGHOLQHV�6HFWLRQ������>E@���

+HUH��DV�WKH�&(4$�OHDG�DJHQF\��':5¶V�XQGHUO\LQJ��RU�IXQGDPHQWDO��SXUSRVH�LQ�SURSRVLQJ�WKH�
SURMHFW�LV�WR�GHYHORS�QHZ�GLYHUVLRQ�DQG�FRQYH\DQFH�IDFLOLWLHV�LQ�WKH�'HOWD�QHFHVVDU\�WR�UHVWRUH�
DQG�SURWHFW�WKH�UHOLDELOLW\�RI 6WDWH�:DWHU�3URMHFW �6:3� ZDWHU�GHOLYHULHV�DQG��SRWHQWLDOO\��&HQWUDO�
9DOOH\�3URMHFW��&93� ZDWHU�GHOLYHULHV�VRXWK�RI�WKH�'HOWD��FRQVLVWHQW�ZLWK�WKH�6WDWH¶V�:DWHU�
5HVLOLHQFH�3RUWIROLR�

7KH�DERYH�VWDWHG�SXUSRVH��LQ�WXUQ��JLYHV�ULVH�WR�VHYHUDO�SURMHFW�REMHFWLYHV���,Q�SURSRVLQJ�WR�PDNH�
SK\VLFDO�LPSURYHPHQWV�WR�WKH�6:3�'HOWD�FRQYH\DQFH�V\VWHP��WKH�SURMHFW�REMHFWLYHV�DUH��

7R�DGGUHVV�DQWLFLSDWHG�ULVLQJ�VHD�OHYHOV�DQG�RWKHU�UHDVRQDEO\�IRUHVHHDEOH�FRQVHTXHQFHV�RI�
FOLPDWH�FKDQJH�DQG�H[WUHPH�ZHDWKHU�HYHQWV�

7R�PLQLPL]H�WKH�SRWHQWLDO�IRU�SXEOLF�KHDOWK�DQG�VDIHW\�LPSDFWV�IURP�UHGXFHG�TXDQWLW\�DQG�
TXDOLW\�RI�6:3�ZDWHU�GHOLYHULHV��DQG�SRWHQWLDOO\�&93�ZDWHU�GHOLYHULHV��VRXWK�RI�WKH�'HOWD�
UHVXOWLQJ�IURP�D�PDMRU�HDUWKTXDNH�WKDW�FDXVHV�EUHDFKLQJ�RI�'HOWD�OHYHHV�DQG�WKH�
LQXQGDWLRQ�RI�EUDFNLVK�ZDWHU�LQWR�WKH�DUHDV�LQ�ZKLFK�WKH�H[LVWLQJ�6:3�DQG�&93�SXPSLQJ�
SODQWV�RSHUDWH�LQ�WKH�VRXWKHUQ�'HOWD��

7R�SURWHFW�WKH�DELOLW\�RI�WKH�6:3��DQG�SRWHQWLDOO\�WKH�&93��WR�GHOLYHU�ZDWHU�ZKHQ�
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7R�SURYLGH�RSHUDWLRQDO�IOH[LELOLW\�WR�LPSURYH�DTXDWLF�FRQGLWLRQV�LQ�WKH�'HOWD�DQG�EHWWHU�
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'HVFULSWLRQ�RI�3URSRVHG�3URMHFW�)DFLOLWLHV

7KH�H[LVWLQJ�6:3�'HOWD�ZDWHU�FRQYH\DQFH�IDFLOLWLHV��ZKLFK LQFOXGH�&OLIWRQ�&RXUW�)RUHED\�DQG�
WKH�%DQNV�3XPSLQJ�3ODQW�LQ�WKH�VRXWK�'HOWD� HQDEOH�':5 WR�GLYHUW�ZDWHU�DQG�OLIW�LW�LQWR�WKH�
&DOLIRUQLD�$TXHGXFW��7KH�SURSRVHG�SURMHFW�ZRXOG�FRQVWUXFW�DQG�RSHUDWH�QHZ�FRQYH\DQFH�
IDFLOLWLHV�LQ�WKH�'HOWD�WKDW�ZRXOG�DGG�WR�WKH�H[LVWLQJ�6:3�LQIUDVWUXFWXUH��1HZ�LQWDNH IDFLOLWLHV DV�
SRLQWV�RI�GLYHUVLRQ�ZRXOG�EH�ORFDWHG�LQ�WKH�QRUWK�'HOWD�DORQJ�WKH�6DFUDPHQWR�5LYHU�EHWZHHQ�
)UHHSRUW�DQG�WKH�FRQIOXHQFH�ZLWK�6XWWHU�6ORXJK��7KH�QHZ�FRQYH\DQFH�IDFLOLWLHV�ZRXOG�LQFOXGH D
WXQQHO�WR�FRQYH\�ZDWHU�IURP�WKH�QHZ�LQWDNHV�WR�WKH�H[LVWLQJ�%DQNV�3XPSLQJ�3ODQW�DQG�SRWHQWLDOO\
WKH�IHGHUDO -RQHV�3XPSLQJ�3ODQW�LQ�WKH�VRXWK�'HOWD��7KH�QHZ�IDFLOLWLHV�ZRXOG�SURYLGH�DQ�DOWHUQDWH�
ORFDWLRQ�IRU�GLYHUVLRQ�RI�ZDWHU�IURP�WKH�'HOWD�DQG�ZRXOG�EH�RSHUDWHG�LQ�FRRUGLQDWLRQ�ZLWK�WKH�
H[LVWLQJ�VRXWK�'HOWD�SXPSLQJ�IDFLOLWLHV��UHVXOWLQJ�LQ�D�V\VWHP�DOVR�NQRZQ�DV��GXDO�FRQYH\DQFH��
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EHFDXVH�WKHUH�ZRXOG�EH�WZR�FRPSOHPHQWDU\�PHWKRGV�WR�GLYHUW�DQG�FRQYH\�ZDWHU��1HZ�IDFLOLWLHV�
SURSRVHG�IRU WKH�'HOWD�&RQYH\DQFH�3URMHFW�LQFOXGH��EXW�DUH�QRW�OLPLWHG�WR��WKH�IROORZLQJ�

,QWDNH�IDFLOLWLHV RQ�WKH�6DFUDPHQWR�5LYHU

7XQQHO�UHDFKHV�DQG�WXQQHO�VKDIWV

)RUHED\V

3XPSLQJ�SODQW

6RXWK�'HOWD�&RQYH\DQFH�)DFLOLWLHV

)LJXUH���VKRZV�WKH�DUHDV�XQGHU�FRQVLGHUDWLRQ�IRU�WKHVH�IDFLOLWLHV��2WKHU�DQFLOODU\�IDFLOLWLHV�PD\�EH�
FRQVWUXFWHG�WR�VXSSRUW�FRQVWUXFWLRQ�RI�WKH�FRQYH\DQFH�IDFLOLWLHV�LQFOXGLQJ��EXW�QRW�OLPLWHG�WR��
DFFHVV�URDGV��EDUJH�XQORDGLQJ�IDFLOLWLHV��FRQFUHWH�EDWFK�SODQWV��IXHO�VWDWLRQV� PLWLJDWLRQ�DUHDV� DQG�
SRZHU�WUDQVPLVVLRQ�DQG�RU�GLVWULEXWLRQ�OLQHV��

8QGHU�WKH�SURSRVHG�SURMHFW��WKH�QHZ�QRUWK�'HOWD�IDFLOLWLHV�ZRXOG�EH�VL]HG�WR�FRQYH\�XS�WR�������
FIV�RI�ZDWHU�IURP�WKH�6DFUDPHQWR�5LYHU�WR�WKH�6:3�IDFLOLWLHV�LQ�WKH�VRXWK�'HOWD �ZLWK�DOWHUQDWLYHV�
RI�GLIIHUHQW�IORZ�UDWHV��DV�GHVFULEHG�LQ�WKH ³$OWHUQDWLYHV´�VHFWLRQ�EHORZ���':5 ZRXOG�RSHUDWH�
WKH�SURSRVHG�QRUWK�'HOWD�IDFLOLWLHV�DQG�WKH�H[LVWLQJ�VRXWK�'HOWD�IDFLOLWLHV�LQ�FRPSOLDQFH�ZLWK�DOO�
VWDWH�DQG�IHGHUDO�UHJXODWRU\�UHTXLUHPHQWV�DQG�ZRXOG�QRW�UHGXFH�':5¶V�FXUUHQW DELOLW\�WR�PHHW�
VWDQGDUGV�LQ�WKH�'HOWD�WR�SURWHFW�ELRORJLFDO�UHVRXUFHV�DQG�ZDWHU�TXDOLW\�IRU�EHQHILFLDO�XVHV��
2SHUDWLRQV�RI�WKH�FRQYH\DQFH�IDFLOLWLHV�DUH SURSRVHG�WR LQFUHDVH�':5¶V DELOLW\�WR�FDSWXUH�ZDWHU�
GXULQJ�KLJK�IORZ�HYHQWV��$OWKRXJK�LQLWLDO�RSHUDWLQJ�FULWHULD�RI�WKH�SURSRVHG�SURMHFW�ZRXOG�EH�
IRUPXODWHG�GXULQJ�WKH�SUHSDUDWLRQ�RI�WKH�XSFRPLQJ�'UDIW (,5�LQ�RUGHU�WR�DVVHVV�SRWHQWLDO�
HQYLURQPHQWDO�LPSDFWV�DQG�PLWLJDWLRQ��ILQDO�SURMHFW�RSHUDWLRQV�ZRXOG�EH�GHWHUPLQHG�DIWHU�
FRPSOHWLRQ�RI�WKH�&(4$�SURFHVV��REWDLQLQJ�DSSURSULDWH�ZDWHU�ULJKW�DSSURYDOV�WKURXJK�WKH�6WDWH�
:DWHU�5HVRXUFHV�&RQWURO�%RDUG
V�FKDQJH�LQ�SRLQW�RI�GLYHUVLRQ�SURFHVV� DQG�FRPSOHWLQJ WKH
FRQVXOWDWLRQ�DQG�UHYLHZ�UHTXLUHPHQWV�RI�WKH�IHGHUDO�(QGDQJHUHG�6SHFLHV�$FW�DQG�&DOLIRUQLD�
(QGDQJHUHG 6SHFLHV $FW��&RQVWUXFWLRQ�DQG�FRPPLVVLRQLQJ�RI�WKH�RYHUDOO�FRQYH\DQFH�SURMHFW��LI�
DSSURYHG� ZRXOG�WDNH DSSUR[LPDWHO\����\HDUV��EXW�WKH�GXUDWLRQ�RI�FRQVWUXFWLRQ�DW�PRVW�ORFDWLRQV�
ZRXOG�YDU\�DQG�ZRXOG�QRW�H[WHQG�IRU�WKLV�IXOO�FRQVWUXFWLRQ�SHULRG�

5HFODPDWLRQ�LV�FRQVLGHULQJ�WKH�SRWHQWLDO�RSWLRQ�WR�LQYROYH�WKH�&93�LQ�WKH�'HOWD�&RQYH\DQFH�
3URMHFW��%HFDXVH�RI�WKLV SRVVLELOLW\��WKH�FRQQHFWLRQ�WR�WKH�H[LVWLQJ�-RQHV�3XPSLQJ�3ODQW�LQ�WKH�
VRXWK�'HOWD�LV�LQFOXGHG�LQ�WKH�SURSRVHG�IDFLOLW\�GHVFULSWLRQV�EHORZ��7KH�SURSRVHG�SURMHFW�PD\�
LQFOXGH�D�SRUWLRQ�RI�WKH�RYHUDOO�FDSDFLW\�GHGLFDWHG�IRU�&93�XVH��RU�LW�PD\�DFFRPPRGDWH�&93�XVH�
RI�DYDLODEOH�FDSDFLW\��ZKHQ�QRW�XVHG�E\�6:3�SDUWLFLSDQWV���,I�5HFODPDWLRQ�GHWHUPLQHV�WKDW�WKHUH�
FRXOG�EH�D�UROH�IRU�WKH�&93�LQ�WKH�'HOWD�&RQYH\DQFH�3URMHFW��WKLV�UROH�ZRXOG�EH�LGHQWLILHG LQ�D�
VHSDUDWH�1(3$�1RWLFH�RI�,QWHQW�LVVXHG�E\�5HFODPDWLRQ�
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,QWDNH�)DFLOLWLHV

7KH�SURSRVHG�LQWDNH�IDFLOLWLHV�ZRXOG�EH�ORFDWHG�DORQJ�WKH�6DFUDPHQWR�5LYHU�EHWZHHQ�)UHHSRUW�
DQG�WKH�FRQIOXHQFH�ZLWK�6XWWHU�6ORXJK��DV�VKRZQ�LQ�)LJXUH����7KH�SURSRVHG�SURMHFW�ZRXOG�
LQFOXGH�WZR�LQWDNHV�ZLWK�D�PD[LPXP�GLYHUVLRQ�FDSDFLW\�RI�DERXW�������FIV�HDFK��7KH�VL]H�RI HDFK�
LQWDNH�ORFDWLRQ�FRXOG�UDQJH�IURP����WR�����DFUHV��GHSHQGLQJ�XSRQ�ILVK�VFUHHQ�VHOHFWLRQ��DORQJ�WKH�
6DFUDPHQWR�5LYHU�DQG�LQFOXGH�D�VWDWH�RI�WKH�DUW�ILVK�VFUHHQ��VHGLPHQWDWLRQ�EDVLQV��WXQQHO�VKDIW��
DQG�DQFLOODU\�IDFLOLWLHV��$Q�DGGLWLRQDO����WR����DFUHV�DW�HDFK�LQWDNH�ORFDWLRQ�ZRXOG�EH�WHPSRUDULO\�
GLVWXUEHG�IRU�VWDJLQJ�RI�FRQVWUXFWLRQ�IDFLOLWLHV��PDWHULDOV�VWRUDJH��DQG�D�FRQFUHWH�EDWFK�SODQW��LI�
QHHGHG�

7XQQHO�DQG�7XQQHO�6KDIWV

7KH�SURSRVHG�SURMHFW�ZRXOG�FRQVWUXFW�XS�WR�WZR�QRUWK�FRQQHFWLQJ�WXQQHO�UHDFKHV WR�FRQQHFW�WKH�
LQWDNHV�WR�DQ�,QWHUPHGLDWH�)RUHED\��VHH�³)RUHED\V´ VHFWLRQ�EHORZ���D�VLQJOH�PDLQ�WXQQHO�IURP�WKH�
,QWHUPHGLDWH�)RUHED\�WR�D�QHZ�6RXWKHUQ�)RUHED\��DQG�WZR�FRQQHFWLQJ�VRXWK�WXQQHO�UHDFKHV�DV�
SDUW�RI�WKH�SURSRVHG�SURMHFW¶V�6RXWK�'HOWD�&RQYH\DQFH�)DFLOLWLHV��VHH�³6RXWK�'HOWD�&RQYH\DQFH�
)DFLOLWLHV´ VHFWLRQ�EHORZ��WR�FRQQHFW�WR�WKH�H[LVWLQJ�6:3�DQG��SRWHQWLDOO\�&93��IDFLOLWLHV�LQ�WKH�
VRXWK�'HOWD��7KH�VLQJOH�PDLQ�WXQQHO�ZRXOG�IROORZ�RQH�RI�WZR�SRWHQWLDO�RSWLRQDO�FRUULGRUV�DV�
VKRZQ�LQ�)LJXUH����

7KH�SURSRVHG�VLQJOH�PDLQ�WXQQHO�DQG�FRQQHFWLQJ�WXQQHO�UHDFKHV�ZRXOG�EH FRQVWUXFWHG�
XQGHUJURXQG�ZLWK�WKH�ERWWRP�RI�WKH�WXQQHO�DW DSSUR[LPDWHO\�����IHHW�EHORZ�WKH�JURXQG�VXUIDFH��
&RQVWUXFWLRQ�IRU�WKH�WXQQHO ZRXOG�UHTXLUH�D�VHULHV�RI�ODXQFK�VKDIWV�DQG�UHWULHYDO�VKDIWV��(DFK�
ODXQFK�DQG�UHWULHYDO�VKDIW�VLWH�ZRXOG�UHTXLUH�D�SHUPDQHQW�DUHD�RI�DERXW�IRXU�DFUHV��/DXQFK�VLWHV�
ZRXOG�LQYROYH WHPSRUDU\�XVH�RI�XS�WR�DERXW�����DFUHV�IRU�FRQVWUXFWLRQ�VWDJLQJ�DQG�PDWHULDO�
VWRUDJH��'HSHQGLQJ�RQ�WKH�ORFDWLRQ��WKH�VKDIWV�PD\�DOVR�UHTXLUH�IORRG�SURWHFWLRQ�IDFLOLWLHV�WR�
H[WHQG�XS�WR�DERXW��� IHHW�DERYH�WKH�H[LVWLQJ�JURXQG�VXUIDFH�WR�DYRLG�ZDWHU�IURP�HQWHULQJ�WKH�
WXQQHO�IURP�WKH�JURXQG�VXUIDFH�LI�WKH�DUHD�ZDV�IORRGHG� (DUWKHQ�PDWHULDO�ZRXOG�EH�UHPRYHG�IURP�
EHORZ�WKH�JURXQG�VXUIDFH�DV�WXQQHO�FRQVWUXFWLRQ�SURJUHVVHV��WKLV�UHXVDEOH�WXQQHO�PDWHULDO�FRXOG�
EH�UHXVHG�IRU�HPEDQNPHQWV�RU�RWKHU�SXUSRVHV�LQ�WKH�'HOWD�RU�VWRUHG�QHDU�WKH�ODXQFK�VKDIW�
ORFDWLRQV��

)RUHED\V

7KH�SURSRVHG�SURMHFW�ZRXOG�LQFOXGH�DQ�,QWHUPHGLDWH�)RUHED\�DQG�D�6RXWKHUQ�)RUHED\��7KH�
,QWHUPHGLDWH�)RUHED\�ZRXOG�SURYLGH�SRWHQWLDO�RSHUDWLRQDO�EHQHILWV�DQG�ZRXOG�EH�ORFDWHG�DORQJ�
WKH�WXQQHO�FRUULGRU�EHWZHHQ�WKH�LQWDNHV�DQG�WKH�SXPSLQJ�SODQW��7KH�6RXWKHUQ�)RUHED\�ZRXOG�EH�
ORFDWHG�DW�WKH�VRXWKHUQ�HQG�RI�WKH�VLQJOH�PDLQ�WXQQHO�DQG�ZRXOG�IDFLOLWDWH�FRQYH\DQFH�WR�WKH�
H[LVWLQJ�6:3�SXPSLQJ�IDFLOLW\�DQG��SRWHQWLDOO\�WKH�&93�SXPSLQJ�IDFLOLWLHV��7KH�IRUHED\V�ZRXOG�
EH�FRQVWUXFWHG�DERYH�WKH�JURXQG��DQG�QRW�ZLWKLQ�DQ�H[LVWLQJ�ZDWHU�ERG\��7KH�VL]H�RI�WKH�
,QWHUPHGLDWH�)RUHED\�ZRXOG�EH�DSSUR[LPDWHO\�����DFUHV�ZLWK�DQ�DGGLWLRQDO���� DFUHV�GLVWXUEHG�
GXULQJ�FRQVWUXFWLRQ�IRU�PDWHULDO�DQG�HTXLSPHQW�VWRUDJH��DQG�UHXVDEOH�WXQQHO�PDWHULDO�VWRUDJH��
7KH�HPEDQNPHQWV�ZRXOG�EH�DSSUR[LPDWHO\����IHHW�DERYH�WKH�H[LVWLQJ�JURXQG�VXUIDFH��$GGLWLRQDO�
DSSXUWHQDQW�VWUXFWXUHV��LQFOXGLQJ�D�SHUPDQHQW�FUDQH��ZRXOG�H[WHQG�XS�WR����IHHW�DERYH�WKH�
HPEDQNPHQWV��
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7KH�6RXWKHUQ�)RUHED\�ZRXOG�EH�ORFDWHG�QHDU�WKH�H[LVWLQJ�&OLIWRQ�&RXUW�)RUHED\�DQG�ZRXOG�EH�
DSSUR[LPDWHO\�����DFUHV�ZLWK�DQ�DGGLWLRQDO�����DFUHV�GLVWXUEHG�GXULQJ�FRQVWUXFWLRQ�IRU�PDWHULDO�
DQG�HTXLSPHQW�VWRUDJH��SRWHQWLDO�ORDGLQJ�DQG�RIIORDGLQJ�IDFLOLWLHV��DQG�UHXVDEOH�WXQQHO�PDWHULDO�
VWRUDJH��7KH�6RXWKHUQ�)RUHED\�HPEDQNPHQWV�ZRXOG�EH�XS�WR����IHHW�DERYH�WKH�H[LVWLQJ�JURXQG�
VXUIDFH��

3XPSLQJ�3ODQW

7KH�SURSRVHG�SURMHFW�ZRXOG�LQFOXGH�D SXPSLQJ�SODQW�ORFDWHG�DW�WKH�QHZ�6RXWKHUQ�)RUHED\�DQG�
ZRXOG�UHFHLYH�WKH�ZDWHU�WKURXJK�WKH�VLQJOH�PDLQ�WXQQHO�IRU�GLVFKDUJH�LQ�WKH�6RXWKHUQ�)RUHED\��
7KH�SXPSLQJ�SODQW�ZRXOG�EH�DSSUR[LPDWHO\����DFUHV�DORQJ�WKH�VLGH�RI�WKH�6RXWKHUQ�)RUHED\�DQG�
ZRXOG�LQFOXGH�VXSSRUW�VWUXFWXUHV��ZLWK�D�SHUPDQHQW�FUDQH�IRU�PDLQWHQDQFH�DV�WKH�KLJKHVW�IHDWXUH�
WKDW�ZRXOG�H[WHQG�DSSUR[LPDWHO\����IHHW�DERYH�WKH�H[LVWLQJ�JURXQG�VXUIDFH��7KH�WHPSRUDU\�DQG�
SHUPDQHQW�GLVWXUEHG�DUHD�IRU�WKH�SXPSLQJ�SODQW�LV�LQFOXGHG�LQ�WKH�6RXWKHUQ�)RUHED\�DUHD��
GHVFULEHG�DERYH��

6RXWK�'HOWD�&RQYH\DQFH�)DFLOLWLHV�

7KH�SURSRVHG�SURMHFW�ZRXOG�LQFOXGH�6RXWK�'HOWD�&RQYH\DQFH�)DFLOLWLHV�WKDW�ZRXOG�H[WHQG�IURP�
WKH�QHZ�6RXWKHUQ�)RUHED\�WR�WKH�H[LVWLQJ�%DQNV�3XPSLQJ�3ODQW�LQOHW�FKDQQHO��7KH�FRQQHFWLRQ�WR�
WKH�H[LVWLQJ�%DQNV�3XPSLQJ�3ODQW�ZRXOG�EH�YLD�FDQDOV�ZLWK�WZR�WXQQHOV�WR�FURVV�XQGHU�WKH�%\URQ�
+LJKZD\��7KH�FDQDOV�DQG�DVVRFLDWHG�FRQWURO�VWUXFWXUHV�ZRXOG�EH�ORFDWHG�RYHU�DSSUR[LPDWHO\�����
WR�����DFUHV��$SSUR[LPDWHO\����WR����DGGLWLRQDO�DFUHV�ZRXOG�EH�GLVWXUEHG�WHPSRUDULO\�GXULQJ�
FRQVWUXFWLRQ��7KHVH IDFLOLWLHV FRXOG�DOVR�EH�XVHG�WR�FRQQHFW�WKH�6RXWKHUQ�)RUHED\�WR�WKH�&93¶V�
-RQHV�3XPSLQJ�3ODQW��

&RQWUDFW�$PHQGPHQW�IRU�'HOWD�&RQYH\DQFH

7KH�SURSRVHG�SURMHFW�PD\�LQYROYH PRGLILFDWLRQV WR RQH�RU�PRUH�RI WKH�6WDWH�:DWHU�5HVRXUFHV�
'HYHORSPHQW�6\VWHP��FRPPRQO\�UHIHUUHG�WR�DV�WKH�6:3��ZDWHU�VXSSO\�FRQWUDFWV�WR�LQFRUSRUDWH�
WKH�'HOWD�&RQYH\DQFH�3URMHFW��7KHUHIRUH��LI�PRGLILFDWLRQV�PRYH�IRUZDUG��WKH 'HOWD�&RQYH\DQFH�
3URMHFW�(,5�ZLOO�DVVHVV��DV�SDUW�RI�WKH�SURSRVHG�SURMHFW��SRWHQWLDO�HQYLURQPHQWDO�LPSDFWV
DVVRFLDWHG�ZLWK�UHDVRQDEO\�IRUHVHHDEOH�SRWHQWLDO�FRQWUDFW�PRGLILFDWLRQV�

352-(&7�$5($

7KH�SURSRVHG�(,5�SURMHFW�DUHD IRU�HYDOXDWLRQ�RI�LPSDFWV�FRQVLVWV�RI�WKH�IROORZLQJ�WKUHH�
JHRJUDSKLF�UHJLRQV��DV�VKRZQ�LQ�)LJXUH����EHORZ�

8SVWUHDP�RI�WKH�'HOWD�UHJLRQ
6WDWXWRU\�'HOWD��&DOLIRUQLD�:DWHU�&RGH�6HFWLRQ�������
6RXWK�RI�'HOWD�6:3�6HUYLFH�$UHDV�DQG��SRWHQWLDOO\��6RXWK�RI�'HOWD &93�6HUYLFH�$UHDV��

7KH�VWXG\�DUHDV�ZLOO�EH�VSHFLILFDOO\�GHILQHG�IRU�HDFK�UHVRXUFH�DUHD�HYDOXDWHG�LQ�WKH�(,5�
)LJXUH���VKRZV�WKH�6:3�6RXWK�RI�'HOWD�ZDWHU�FRQWUDFWRUV�
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)LJXUH����6:3�6RXWK�RI�'HOWD�6HUYLFH�$UHDV
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$/7(51$7,9(6

$V�GHVFULEHG�DERYH��WKH�SURSRVHG�SURMHFW�KDV�EHHQ�LQIRUPHG�E\�SDVW�HIIRUWV�WDNHQ�ZLWKLQ�WKH�
'HOWD�DQG�WKH�ZDWHUVKHGV�RI�WKH�6DFUDPHQWR�DQG�6DQ�-RDTXLQ�5LYHUV��LQFOXGLQJ�WKRVH�XQGHUWDNHQ�
WKURXJK�WKH�%D\�'HOWD�&RQVHUYDWLRQ�3ODQ��%'&3��&DOLIRUQLD�:DWHU)L[��$V VWDWHG�LQ�&(4$�
*XLGHOLQHV�6HFWLRQ���������D���WKH�³(,5�VKDOO�GHVFULEH�D�UDQJH�RI�UHDVRQDEOH�DOWHUQDWLYHV�WR�WKH�
SURMHFW��ZKLFK�ZRXOG�IHDVLEO\�DWWDLQ�PRVW�RI�WKH�EDVLF�REMHFWLYHV�RI�WKH�SURMHFW�EXW�ZRXOG�DYRLG�
RU�VXEVWDQWLDOO\�OHVVHQ�DQ\�RI�WKH�VLJQLILFDQW HIIHFWV�RI�WKH�SURMHFW��DQG�HYDOXDWH�WKH�FRPSDUDWLYH�
PHULWV�RI�WKH�DOWHUQDWLYHV� $Q�(,5�QHHG�QRW�FRQVLGHU�HYHU\�FRQFHLYDEOH�DOWHUQDWLYH�WR�D�SURMHFW��
5DWKHU�LW�PXVW�FRQVLGHU�D�UHDVRQDEOH�UDQJH�RI�SRWHQWLDOO\�IHDVLEOH�DOWHUQDWLYHV�WKDW�ZLOO�IRVWHU�
LQIRUPHG GHFLVLRQ�PDNLQJ�DQG�SXEOLF�SDUWLFLSDWLRQ��$Q�(,5�LV�QRW�UHTXLUHG�WR�FRQVLGHU�
DOWHUQDWLYHV�ZKLFK�DUH�LQIHDVLEOH�´

7KH�VFRSLQJ�SURFHVV�ZLOO�LQIRUP�SUHOLPLQDU\�ORFDWLRQV��FRUULGRUV��FDSDFLWLHV�DQG�RSHUDWLRQV�RI�
QHZ�FRQYH\DQFH�IDFLOLWLHV�WR�EH�HYDOXDWHG�LQ�WKH�(,5��,Q�LGHQWLI\LQJ�WKH�SRVVLEOH�(,5�DOWHUQDWLYHV�
WR�EH�DQDO\]HG�LQ�GHWDLO��':5�LV FXUUHQWO\ FRQVLGHULQJ�DOWHUQDWLYHV�ZLWK�FDSDFLWLHV�WKDW�UDQJH�
IURP�������WR�������FIV��ZLWK�YDU\LQJ�GHJUHHV�RI�LQYROYHPHQW�RI�WKH�&93��LQFOXGLQJ�QR
LQYROYHPHQW�� ':5�ZLOO�PDNH LWV�ILQDO�FKRLFH�RI�SRWHQWLDOO\�IHDVLEOH�DOWHUQDWLYHV�WR�LQFOXGH�LQ�
WKH�'UDIW�(,5�DIWHU�UHFHLSW�RI�VFRSLQJ�FRPPHQWV��

327(17,$/�(19,5210(17$/�())(&76

':5�DV�WKH�OHDG�DJHQF\�ZLOO�GHVFULEH�DQG�DQDO\]H WKH�VLJQLILFDQW�HQYLURQPHQWDO�HIIHFWV�RI�WKH�
SURSRVHG�SURMHFW��':5�GLG�QRW�SUHSDUH�DQ�LQLWLDO�VWXG\�VR�QRQH�LV�DWWDFKHG��WKH�(,5�ZLOO�LQFOXGH�
WKH�VXLWH�RI�UHVRXUFH�FDWHJRULHV�FRQWDLQHG�LQ�$SSHQGL[�*�RI�&(4$�*XLGHOLQHV��3UREDEOH�HIIHFWV�
PD\ LQFOXGH�

:DWHU�6XSSO\��FKDQJHV�LQ�ZDWHU�GHOLYHULHV�
6XUIDFH�:DWHU��FKDQJHV�LQ�ULYHU IORZV LQ�WKH�'HOWD�
*URXQGZDWHU��SRWHQWLDO�HIIHFWV�WR�JURXQGZDWHU�OHYHOV�GXULQJ�RSHUDWLRQ�
:DWHU�4XDOLW\��FKDQJHV�WR�ZDWHU�TXDOLW\�FRQVWLWXHQWV�DQG�RU�FRQFHQWUDWLRQV�IURP�
RSHUDWLRQ�RI�IDFLOLWLHV�
*HRORJ\�DQG�6HLVPLFLW\� FKDQJHV�LQ�ULVN�RI VHWWOHPHQW GXULQJ�FRQVWUXFWLRQ�
6RLOV��FKDQJHV�LQ WRSVRLO DVVRFLDWHG�ZLWK�FRQVWUXFWLRQ�RI WKH�ZDWHU�FRQYH\DQFH�IDFLOLWLHV�
)LVK�DQG�$TXDWLF�5HVRXUFHV��HIIHFWV�WR�ILVK�DQG�DTXDWLF�UHVRXUFHV IURP�FRQVWUXFWLRQ DQG�
RSHUDWLRQ�RI�WKH�ZDWHU�FRQYH\DQFH�IDFLOLWLHV�
7HUUHVWULDO�%LRORJLFDO�5HVRXUFHV��HIIHFWV�WR�WHUUHVWULDO�VSHFLHV GXH�WR�FRQVWUXFWLRQ RI�WKH�
ZDWHU�FRQYH\DQFH�IDFLOLWLHV�
/DQG�8VH��LQFRPSDWLELOLWLHV�ZLWK�ODQG�XVH�GHVLJQDWLRQV�
$JULFXOWXUDO�DQG�)RUHVWU\�5HVRXUFHV��SUHVHUYDWLRQ�RU�FRQYHUVLRQ�RI�IDUPODQG�
5HFUHDWLRQ��GLVSODFHPHQW�DQG�UHGXFWLRQ�RI�UHFUHDWLRQ�VLWHV�
$HVWKHWLFV DQG�9LVXDO�5HVRXUFHV��HIIHFWV�WR�VFHQLF�YLHZV�EHFDXVH�RI�ZDWHU�FRQYH\DQFH�
IDFLOLWLHV�
&XOWXUDO�DQG�7ULEDO�&XOWXUDO�5HVRXUFHV� HIIHFWV�WR�DUFKHRORJLFDO�DQG�KLVWRULFDO�VLWHV DQG�
WULEDO�FXOWXUDO�UHVRXUFHV��
7UDQVSRUWDWLRQ��YHKLFOH�PLOHV�WUDYHOHG��HIIHFWV�RQ�URDG DQG�PDULQH�WUDIILF�
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3XEOLF�6HUYLFHV�DQG�8WLOLWLHV��HIIHFWV�WR�UHJLRQDO�RU�ORFDO�XWLOLWLHV�
(QHUJ\��FKDQJHV�WR HQHUJ\ XVH IURP�FRQVWUXFWLRQ�DQG�RSHUDWLRQ�RI�IDFLOLWLHV�
$LU 4XDOLW\�DQG�*UHHQKRXVH�*DV��FKDQJHV�LQ�FULWHULD�SROOXWDQW�HPLVVLRQV�DQG ORFDOL]HG�
SDUWLFXODWH�PDWWHU�IURP�FRQVWUXFWLRQ DQG�JUHHQKRXVH�JDV�HPLVVLRQV�
1RLVH��FKDQJHV�LQ�QRLVH�DQG�YLEUDWLRQ�IURP�FRQVWUXFWLRQ�DQG�RSHUDWLRQ�RI�WKH�IDFLOLWLHV�
+D]DUGV�DQG�+D]DUGRXV�0DWHULDOV��SRWHQWLDO�FRQIOLFWV�ZLWK�KD]DUGRXV�VLWHV�
3XEOLF�+HDOWK��FKDQJHV�WR�VXUIDFH�ZDWHU�FRXOG�SRWHQWLDOO\�LQFUHDVH�FRQFHUQV�DERXW
PRVTXLWR�ERUQH�GLVHDVHV
0LQHUDO�5HVRXUFHV��FKDQJHV�LQ�DYDLODELOLW\�RI�QDWXUDO�JDV�ZHOOV GXH�WR�FRQVWUXFWLRQ�RI�WKH�
ZDWHU�FRQYH\DQFH�IDFLOLWLHV�
3DOHRQWRORJLFDO�5HVRXUFHV� HIIHFWV�WR�SDOHRQWRORJLFDO UHVRXUFHV�GXH�WR�H[FDYDWLRQ�IRU�
ERUURZ�DQG�IRU�FRQVWUXFWLRQ�RI�WXQQHOV�DQG�FDQDOV�
&OLPDWH�&KDQJH� LQFUHDVH�UHVLOLHQF\�WR�UHVSRQG WR�FOLPDWH�FKDQJH
*URZWK�,QGXFHPHQW�DQG�2WKHU�,QGLUHFW�(IIHFWV��FKDQJHV�WR�ODQG�XVHV�DV�D�UHVXOW�RI�
FKDQJHV�LQ�ZDWHU�DYDLODELOLW\ UHVXOWLQJ�IURP�FKDQJHV�LQ�ZDWHU�VXSSO\�GHOLYHULHV

:KHUH�WKH�SRWHQWLDO�WR�FDXVH�VLJQLILFDQW�HQYLURQPHQWDO�LPSDFWV�DUH�LGHQWLILHG��WKH�(,5�ZLOO�
LGHQWLI\�DYRLGDQFH��PLQLPL]DWLRQ� RU�PLWLJDWLRQ�PHDVXUHV�WKDW�DYRLG�RU�VXEVWDQWLDOO\�OHVVHQ�WKRVH�
LPSDFWV�

$'',7,21$/�%$&.*5281'�,1)250$7,21

':5�SUHYLRXVO\�VWXGLHG�D�VLPLODU�SURMHFW�WKURXJK�HIIRUWV�RQ WKH %'&3�DQG�VXEVHTXHQWO\ WKH
&DOLIRUQLD�:DWHU)L[��7KH�SURSRVHG�'HOWD�&RQYH\DQFH�3URMHFW�LV�D�QHZ�SURMHFW�DQG�LV�QRW�
VXSSOHPHQWDO�WR�WKHVH�SDVW�HIIRUWV�RU�WLHUHG�IURP�SUHYLRXV�HQYLURQPHQWDO�FRPSOLDQFH�GRFXPHQWV�
7KLV�VHFWLRQ�SURYLGHV�EDFNJURXQG�RQ�WKHVH�SDVW HIIRUWV�

,Q�2FWREHU�������YDULRXV�VWDWH�DQG�IHGHUDO�DJHQFLHV��ZDWHU�FRQWUDFWRUV��DQG�RWKHU�VWDNHKROGHUV�
LQLWLDWHG�D�SURFHVV�WR�GHYHORS�ZKDW�EHFDPH�NQRZQ�DV�WKH�%'&3�WR�DGYDQFH�WKH�REMHFWLYHV�RI�
FRQWULEXWLQJ�WR�WKH�UHVWRUDWLRQ�RI HFRORJLFDO�IXQFWLRQV�LQ�WKH�'HOWD�DQG�LPSURYLQJ�ZDWHU�VXSSO\�
UHOLDELOLW\�IRU�WKH�6:3 DQG�&93 'HOWD�RSHUDWLRQV�LQ�WKH�6WDWH�RI�&DOLIRUQLD�

,Q�'HFHPEHU�������DIWHU�VHYHUDO�\HDUV�RI�SUHSDUDWLRQ��':5��5HFODPDWLRQ��WKH 8QLWHG�6WDWHV�)LVK�
DQG�:LOGOLIH�6HUYLFH��DQG�WKH�1DWLRQDO�0DULQH�)LVKHULHV�6HUYLFH��DFWLQJ�DV�MRLQW�OHDG�DJHQFLHV
XQGHU�&(4$�DQG�1(3$��SXEOLVKHG�D�GUDIW�RI�WKH�%'&3�DQG�DQ�DVVRFLDWHG�'UDIW�(,5�(,6��7KH�
'UDIW�(,5�(,6�DQDO\]HG�D�WRWDO�RI����DFWLRQ�DOWHUQDWLYHV��LQFOXGLQJ�$OWHUQDWLYH����ZKLFK�ZDV�
LGHQWLILHG�DV�':5¶V�SUHIHUUHG�DOWHUQDWLYH DW�WKDW�WLPH��

,Q�-XO\�RI�������DIWHU�WDNLQJ�SXEOLF�DQG�DJHQF\�LQSXW�LQWR�DFFRXQW��WKH�OHDG�DJHQFLHV�IRUPXODWHG�
WKUHH�QHZ�VXE�DOWHUQDWLYHV���'���$���$� DQG�UHOHDVHG�D�3DUWLDOO\�5HFLUFXODWHG�'UDIW�
(,5�6XSSOHPHQWDO�'UDIW�(,6 �5'(,5�6'(,6� IRU�SXEOLF�FRPPHQW��$OWHUQDWLYH��$��ZKLFK�LV�
NQRZQ�DV�³&DOLIRUQLD�:DWHU)L[´�ZDV�LGHQWLILHG�DV�':5�DQG�5HFODPDWLRQ¶V�SUHIHUUHG�DOWHUQDWLYH�
LQ�WKH�5'(,5�6'(,6�

2Q�-XO\�����������':5�FHUWLILHG�WKH�)LQDO�(,5 DQG�DSSURYHG�&DOLIRUQLD�:DWHU)L[��)ROORZLQJ�
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WKDW�DSSURYDO��':5�FRQWLQXHG�WR�IXUWKHU�UHILQH�WKH�SURMHFW��UHVXOWLQJ�LQ�UHGXFWLRQV�WR�
HQYLURQPHQWDO�LPSDFWV��7KHVH�SURMHFW�UHILQHPHQWV�UHTXLUHG�DGGLWLRQDO�&(4$�1(3$�
GRFXPHQWDWLRQ��

2Q�-DQXDU\�����������':5�VXEPLWWHG�DQ�DGGHQGXP�VXPPDUL]LQJ�SURSRVHG�SURMHFW�
PRGLILFDWLRQV�WR�&DOLIRUQLD�:DWHU)L[�DVVRFLDWHG�ZLWK�UHILQHPHQWV�WR�WKH�WUDQVPLVVLRQ�OLQH�
FRUULGRUV�SURSRVHG�E\�WKH�6DFUDPHQWR�0XQLFLSDO�8WLOLW\�'LVWULFW� 7KH�$GGHQGXP�GHVFULEHG�WKH�
GHVLJQ�RI�WKH�DSSOLFDEOH�PRGLILHG�&DOLIRUQLD�:DWHU)L[�SRZHU�IHDWXUHV��SURSRVHG�PRGLILFDWLRQV�WR�
WKRVH�SRZHU�IHDWXUHV��LQFOXGLQJ�DQ�H[SODQDWLRQ�RI�WKH�QHHG�IRU�WKH�PRGLILFDWLRQV���WKH�H[SHFWHG�
EHQHILWV�RI�WKH�PRGLILFDWLRQV�WR�WKH�WUDQVPLVVLRQ�OLQHV��DQG�SRWHQWLDO�HQYLURQPHQWDO�HIIHFWV�DV�D�
UHVXOW�RI�WKRVH�SRZHU�UHODWHG�PRGLILFDWLRQV��DV�FRPSDUHG�WR�WKH�LPSDFWV�DQDO\]HG�LQ�WKH�FHUWLILHG�
)LQDO�(,5��

2Q�-XO\�����������':5�UHOHDVHG�WKH�&DOLIRUQLD�:DWHU)L[�'UDIW�6XSSOHPHQWDO�(,5��ZKLFK
HYDOXDWHG SURSRVHG�FKDQJHV�WR�WKH�FHUWDLQ�FRQYH\DQFH�IDFLOLWLHV�RI�WKH�DSSURYHG�SURMHFW���1R
)LQDO�6XSSOHPHQWDO�(,5�ZDV�HYHU�FRPSOHWHG��GXH�WR�WKH�FKDQJH�LQ�GLUHFWLRQ�GLFWDWHG�E\�*RYHUQRU�
1HZVRP¶V�6WDWH�RI�WKH�6WDWH�VSHHFK�DQG�([HFXWLYH�2UGHU�1���������2Q�6HSWHPEHU�����������
5HFODPDWLRQ�LVVXHG�WKH�&DOLIRUQLD�:DWHU)L[�'UDIW�6XSSOHPHQWDO�(,6��LQFOXGLQJ�DQ�DOWHUQDWLYHV�
FRPSDULVRQ�

6&23,1*�0((7,1*6

7KH�SURSRVHG�SURMHFW�LV�RI�VWDWHZLGH��UHJLRQDO�RU�DUHD�ZLGH�VLJQLILFDQFH��WKHUHIRUH��D�&(4$�
VFRSLQJ�PHHWLQJ�LV�UHTXLUHG�SXUVXDQW�WR�3XEOLF�5HVRXUFHV�&RGH�6HFWLRQ����������VXEGLYLVLRQ�
�D����� 3XEOLF�6FRSLQJ�PHHWLQJV�DUH�VFKHGXOHG�WR�WDNH�SODFH�DW�WKH�IROORZLQJ�WLPHV�DQG�ORFDWLRQV�

0RQGD\��)HEUXDU\������������S�P��± ��S�P��&DOLIRUQLD�(QYLURQPHQWDO�3URWHFWLRQ�$JHQF\
%XLOGLQJ�������,�6WUHHW��6DFUDPHQWR
:HGQHVGD\��)HEUXDU\������������S�P��± ��S�P� -XQLSHUR�6HUUD�6WDWH�%XLOGLQJ������:HVW�
)RXUWK�6WUHHW��/RV�$QJHOHV
0RQGD\��)HEUXDU\������������ S�P� ± ��S�P� -HDQ�+DUYLH�&RPPXQLW\�&HQWHU��������
5LYHU�5RDG��:DOQXW�*URYH
:HGQHVGD\��)HEUXDU\�������������S�P��± ��S�P��6DQWD�&ODUD�9DOOH\�:DWHU�'LVWULFW�%RDUG�
5RRP�������$OPDGHQ�([SUHVVZD\��6DQ�-RVH
7KXUVGD\��)HEUXDU\�������������S�P��± ��S�P��6DQ�-RDTXLQ�&RXQFLO�RI�*RYHUQPHQWV�
%RDUG�5RRP������:HEHU�$YHQXH��6WRFNWRQ
:HGQHVGD\��)HEUXDU\�������������S�P��± ��S�P��&ODUNVEXUJ�0LGGOH�6FKRRO�$XGLWRULXP��
������1HWKHUODQGV�5RDG��&ODUNVEXUJ
7KXUVGD\��)HEUXDU\�������������S�P��± ��S�P��%UHQWZRRG�&RPPXQLW\�&HQWHU�&RQIHUHQFH�
5RRP�����2DN�6WUHHW��%UHQWZRRG

$Q\RQH�LQWHUHVWHG�LQ�PRUH�LQIRUPDWLRQ�FRQFHUQLQJ�WKH�(,5�SURFHVV��RU�DQ\RQH�ZKR�KDV�
LQIRUPDWLRQ�FRQFHUQLQJ�WKH�VWXG\�RU�VXJJHVWLRQV�DV�WR�VLJQLILFDQW�LVVXHV��VKRXOG�FRQWDFW 0DUFXV�
<HH�DW����������������
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7KLV�QRWLFH�LV�EHLQJ�IXUQLVKHG�WR�REWDLQ�VXJJHVWLRQV�DQG�LQIRUPDWLRQ�IURP�RWKHU�DJHQFLHV�DQG�WKH�
SXEOLF�RQ�WKH�VFRSH�RI�LVVXHV�DQG�DOWHUQDWLYHV�WR�FRQVLGHU LQ�GHYHORSLQJ�WKH�(,5��7KH�SULPDU\�
SXUSRVH�RI�WKH�VFRSLQJ�SURFHVV�LV�WR�LGHQWLI\�LPSRUWDQW�LVVXHV�UDLVHG�E\�WKH�SXEOLF�DQG�
UHVSRQVLEOH�DQG�WUXVWHH�SXEOLF�DJHQFLHV UHODWHG�WR�WKH�LVVXDQFH�RI�UHJXODWRU\�SHUPLWV�DQG�
DXWKRUL]DWLRQV DQG�QDWXUDO�UHVRXUFH�SURWHFWLRQ��:ULWWHQ�FRPPHQWV�IURP�LQWHUHVWHG�SDUWLHV�DUH�
LQYLWHG�WR�HQVXUH�WKDW�WKH�IXOO�UDQJH�RI�HQYLURQPHQWDO�LVVXHV�UHODWHG�WR�WKH�GHYHORSPHQW�RI�WKH
(,5�DUH�LGHQWLILHG��$OO�FRPPHQWV UHFHLYHG��LQFOXGLQJ�QDPHV�DQG�DGGUHVVHV��ZLOO�EHFRPH�SDUW�RI�
WKH�RIILFLDO�DGPLQLVWUDWLYH�UHFRUG�DQG�PD\�EH�PDGH�DYDLODEOH�WR�WKH�SXEOLF��

:ULWWHQ�FRPPHQWV�RQ�WKLV�SDUW�RI�WKH�6FRSLQJ SURFHVV�ZLOO�EH�DFFHSWHG�XQWLO � S�P��RQ�0DUFK�����
���� DQG�FDQ�EH�VXEPLWWHG�LQ�VHYHUDO�ZD\V�

9LD�HPDLO� 'HOWD&RQYH\DQFH6FRSLQJ#ZDWHU�FD�JRY
9LD�0DLO��'HOWD�&RQYH\DQFH�6FRSLQJ�&RPPHQWV��$WWQ��5HQHH�5RGULJXH]��'HSDUWPHQW�RI�
:DWHU�5HVRXUFHV��3�2��%R[���������6DFUDPHQWR��&$������

$V�UHTXLUHG�E\�WKH�&(4$�*XLGHOLQHV��ZLWKLQ����GD\V�DIWHU�UHFHLYLQJ�WKH�1RWLFH�RI�3UHSDUDWLRQ��
HDFK�UHVSRQVLEOH�DQG�WUXVWHH�DJHQF\�LV�UHTXLUHG�WR�SURYLGH�WKH�OHDG�DJHQF\�ZLWK�VSHFLILF�GHWDLO�
DERXW�WKH�VFRSH��VLJQLILFDQW�HQYLURQPHQWDO�LVVXHV��UHDVRQDEOH�DOWHUQDWLYHV��DQG�PLWLJDWLRQ�
PHDVXUHV�UHODWHG�WR�WKH�UHVSRQVLEOH�RU�WUXVWHH�DJHQF\¶V�DUHD�RI�VWDWXWRU\�UHVSRQVLELOLW\�WKDW�ZLOO�
QHHG�WR�EH�H[SORUHG�LQ�WKH�(,5� ,Q�WKH�UHVSRQVH��UHVSRQVLEOH�DQG�WUXVWHH�DJHQFLHV�VKRXOG�LQGLFDWH�
WKHLU�UHVSHFWLYH�OHYHO�RI�UHVSRQVLELOLW\�IRU�WKH�SURMHFW��

3/($6(�127(���':5¶V SUDFWLFH�LV�WR�PDNH�WKH�HQWLUHW\�RI�FRPPHQWV UHFHLYHG�D�SDUW�RI�WKH�
SXEOLF�UHFRUG���7KHUHIRUH QDPHV��KRPH�DGGUHVVHV��KRPH�SKRQH�QXPEHUV��DQG�HPDLO�DGGUHVVHV�RI�
FRPPHQWHUV��LI�LQFOXGHG�LQ�WKH�UHVSRQVH��ZLOO�EH�PDGH�SDUW�RI�WKH�UHFRUG�DYDLODEOH�IRU�SXEOLF�
UHYLHZ��,QGLYLGXDO�FRPPHQWHUV PD\�UHTXHVW�WKDW�':5�ZLWKKROG�WKHLU�QDPH�DQG�RU�KRPH�
DGGUHVVHV��HWF���EXW�LI�\RX�ZLVK�':5 WR�FRQVLGHU�ZLWKKROGLQJ�WKLV�LQIRUPDWLRQ�\RX�PXVW�VWDWH�WKLV�
SURPLQHQWO\�DW�WKH�EHJLQQLQJ�RI�\RXU�FRPPHQWV��,Q�WKH�DEVHQFH�RI�WKLV�ZULWWHQ�UHTXHVW��WKLV�
LQIRUPDWLRQ�ZLOO�EH�PDGH�SDUW�RI�WKH�UHFRUG�IRU�SXEOLF�UHYLHZ��':5 ZLOO�DOZD\V�PDNH�
VXEPLVVLRQV�IURP�RUJDQL]DWLRQV�RU�EXVLQHVVHV��DQG�IURP�LQGLYLGXDOV�LGHQWLI\LQJ�WKHPVHOYHV�DV�
UHSUHVHQWDWLYHV�RI� RU�RIILFLDOV�RI� RUJDQL]DWLRQV�RU�EXVLQHVVHV��DYDLODEOH�IRU�SXEOLF�LQVSHFWLRQ�LQ�
WKHLU�HQWLUHW\�
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DCP Negotiation # 141 
Final AIP 

April 30, 2020 
Page 1 of 9 

AGREEMENT IN PRINCIPLE 

April 30, 2020 

This Agreement in Principle has been developed from the State Water Contractor Public Water 

Agencies’ offers presented from July 24, 2019 to present, Department of Water Resources’ offers 

presented from July 31, 2019 to present, and information discussed and presented by the technical and 

legal work groups.  

Agreement in Principle for the State Water Project Water Supply Contract Amendment 

on a 

Delta Conveyance Project 

This Agreement in Principle (AIP) is by and between certain State Water Project Public Water Agencies 

(PWAs) and the State of California through the Department of Water Resources (DWR) for the purpose 

of amending the State Water Project Water Supply Contracts. 

AIP Objective: 

1. Develop an agreement between the State Water Project Contractor Public Water Agencies and
Department of Water Resources to equitably allocate costs and benefits of a potential Delta
Conveyance Facility that preserves operational flexibility such that the Department of Water
Resources can manage the State Water Project to meet regulatory requirements, contractual
responsibilities, and State Water Project purposes.
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DCP Negotiation # 141 
Final AIP 
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Page 2 of 9 

AIP Outline: 

I. Definitions

II. Objective 1 - Availability of an option to opt out of costs and benefits of Delta Conveyance

Facilities of the State Water Project

III. Objective 2 - Availability of an option to assume, or partially assume, costs and benefits of

Delta Conveyance Facilities of the State Water Project

IV. Objective 3 - Pursuit of State Water Project Delta Conveyance Facilities under the State

Water Project Water Supply Contracts

V. Objective 4 - Delta Conveyance Facility billing

VI. Objective 5 - Delta Conveyance Facility benefits allocation

VII. Objective 6 - Affect upon other Water Supply Contract provisions

VIII. Other Provisions

IX. Environmental Review Process

X. Authorized Representative Signatures

11/10/2020 Board Meeting 6a Attachment 3, Page 2 of 9

Page 136 of 155



DCP Negotiation # 141 
Final AIP 

April 30, 2020 
Page 3 of 9 

I. Definitions

a. Clifton Court Forebay shall mean the existing State Water Project diversion at Clifton Court

Forebay facility through its intake located on Old River in the southern Delta and the associated

Skinner Fish Facility.

b. Delta shall mean the Sacramento-San Joaquin Delta as defined in Section 12220 of the California

Water Code on the date of approval of the Bond Act by the votes of the State of California.

c. Delta Conveyance Facility (DCF) shall mean those facilities of the State Water Project consisting

of a water diversion intake structure, or structures, located on the Sacramento River and

connected by facilities to Banks Pumping Plant in the southern Delta with a single tunnel that

will serve the water supply purposes of the State Water Project.

d. DCF Benefits shall mean those water supply and capacity benefits attributable to the DCF

including but not limited to: (1) Table A water supplies; (2) Article 21 water supplies; (3) carriage

water savings; (4) reliable water supply and use of DCF available capacity in the event of a

temporary or permanent physical, regulatory, or contractual disruption of southern Delta

diversions; and (5) use of DCF available capacity to move non-project water through the

proposed DCF.

e. Fair Compensation shall include but is not limited to capital recovery, operations and

maintenance, replacement, and variable charges associated with the use of the DCF capacity.

f. State Water Project (SWP) shall mean the State Water Resources Development System as

described in California Water Code section 12931.

g. State Water Project Contractor Public Water Agencies (PWAs) shall include the 29 entities

holding State Water Project Water Supply Contracts with the Department of Water Resources.

II. Objective 1 - Availability of an option to opt out of costs and DCF Benefits

a. This AIP makes available to each PWA an option to opt out of the costs and benefits of the DCF

through a contract amendment that establishes a Statement of Charges (SOC) percentage of

DCF Benefits based on the percentages in the Delta Conveyance Allocation Factors table to

water attributable to the DCF, as described in Section VI of this AIP.

b. PWAs indicating an intent to opt out of costs and benefits of the DCF shall be described in

Section VI(a) of this AIP.

c. An option to opt out of DCF costs and benefits are limited such that a PWA must opt out of at

least a minimum 100% of its Municipal and Industrial Table A or 100% of its Agricultural Table A.

This provision doesn’t prohibit a PWA from taking more than their Table A share, if available, in

the Delta Facilities Allocation Factor table.
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III.  Objective 2 - Availability of an option to assume additional costs and benefits of the DCF 

a.  This AIP makes available to each PWA an option to assume additional costs and benefits of the 

DCF through a contract amendment that establishes additional costs on the SOC in exchange for 

DCF Benefits based on the percentages in the Delta Conveyance Allocation Factors table to 

water attributable to the DCF, as described in Section VI of this AIP. 

b.  PWAs indicating an intent to assume DCF costs and benefits shall be described in Section VI(b) of 

this AIP. 

IV. Objective 3 - Pursuit of State Water Project Delta Conveyance Facilities under the State Water 

Project Water Supply Contracts 

a. The DCF shall be constructed and operated as an integrated component of the State Water 

Project, and DWR will continue to operate the State Water Project at its sole discretion. 

b. The DCF is an authorized component of the State Water Project pursuant to California Water 

Code sections 11100 et seq. and 12930 et seq. 

c. Effective Date: A contract amendment pursuant to this AIP shall have an effective date no 

sooner than the billing transition date set forth in State Water Project Water Supply Contract 

Amendment known as The Contract Extension Amendment. 

d. Administration of DCF: DWR will forecast and account for Project Water attributable to the DCF 

and DWR will determine whether or not that Project Water would not have been available at 

Clifton Court Forebay. A whitepaper describing the DWR’s and the PWAs’ current understanding 

of the approach on forecasting, administration, and accounting is contained in Attachment 1. 

Attachment 1 will not be incorporated into contract language. 

V.  Objective 4 - Delta Conveyance Facility billing  

a. These costs would be billed to and collected from SWP PWAs consistent with the Delta 
Facilities Allocation Factor table below through their annual SOC. 

b. Delta Conveyance Facilities Charge Components: All capital and minimum operations, 
maintenance, power and replacement (OMP&R) costs associated with the DCF are 100% 
reimbursable and shall be recovered by DWR from PWAs through their annual SOCs 
consistent with the Delta Facilities Allocation Factor table. These costs shall be allocated to 
and billed under two new charges as follows:   

 (1) Delta Conveyance Facilities Capital Charge Component.  

(2) Delta Conveyance Facilities Minimum OMP&R Component.  

c. Delta Conveyance Facilities Capital Charge Component Method of Computation  

1. This computation will recover actual annual debt service created by financing activities 

(Financing Method) for DCF.  
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2. Each Financing Method shall provide an annual repayment schedule, which includes all 

Financing Costs.  

3. Financing Costs shall mean the following: Principal of and interest on Revenue Bonds, 

debt service coverage required by the applicable bond resolution or indenture in 

relation to such principal and interest, deposits to reserves required by the bond 

resolution or indenture in relation to such Revenue Bonds, and premiums for insurance 

or other security obtained in relation to such Revenue Bonds.  

d. Financing Method shall be divided into four categories: DCF Capital Costs paid with the 

proceeds of Revenue Bonds; DCF Capital Costs paid with amounts in the State Water 

Resources Development System Reinvestment Account; DCF Capital Costs paid annually for 

assets that will have a short Economic Useful Life or the costs of which are not substantial, 

and DCF Capital Costs prepaid by the PWAs consistent with the Delta Facilities Allocation 

table.  

e. DCF Capital Charge Component should be allocated to the PWAs in proportion to the Delta 

Conveyance Facilities Allocation Factors for each calendar year and consistent with the 

Delta Facilities Allocation Factor table.  

f. Delta Conveyance Facilities Minimum OMP&R Charge Component Method of 
Computation  

1. Recovery will be estimated and/or actual annual OMP&R costs determined for the DCF 

each year.  

2. DCF Minimum OMP&R Charge Component shall be allocated to the PWAs in proportion 

to the Delta Conveyance Facilities Allocation Factors for each calendar year.  

g. Delta Conveyance Facilities Energy Charges: The DCF energy costs are 100% reimbursable 
by the PWAs and the methodology will be determined by DWR, reviewed in the SWRDS 
Finance Committee, and approved by the Director.  

h. Redetermination: These charges shall be subject to redetermination. 

i. Step-up: PWAs that execute a contract amendment to opt out will not be allocated any 
portion of a step-up required in the event of a default on a DCF Capital Charge. 

j. Delta Conveyance Facilities Allocation Factors: The following table is a preliminary 
allocation of DCF participation percentages. Only PWAs with a greater than 0 percentage 
would be billed for DCF Charge Components through their annual SOC, using the Delta 
Conveyance Facility Allocation Factors described in the table. PWAs with a zero allocation 
factor would not be billed for repayment of costs for construction, operation and 
maintenance of facilities associated with DCF, except to the extent there is a permanent 
transfer of Table A which would increase a PWA from a greater than zero allocation factor 
through a subsequent contract amendment.  
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Public Water Agency  Delta Conveyance 
Facilities 
Allocation Factors  

City of Yuba City  0 

County of Butte  0 

Plumas County FC&WCD  0 

Napa County FC&WCD  0 

Solano County Water Agency  0  

Alameda County FC&WCD, Zone 7   

Alameda County Water District   

Santa Clara Valley Water District   

Dudley Ridge Water District   

Empire-West Side Irrigation District  0 

Kern County Water Agency-Total   

County of Kings  0 

Oak Flat Water District  0 

Tulare Lake Basin Water Storage District  0 

San Luis Obispo County FC&WCD   

Santa Barbara County FC&WCD  0 

Antelope Valley-East Kern Water Agency   

Santa Clarita Valley Water Agency   

Coachella Valley Water District   

Crestline-Lake Arrowhead Water Agency   

Desert Water Agency   

Littlerock Creek Irrigation District  0 

Mojave Water Agency   

Palmdale Water District   

San Bernardino Valley Municipal Water District   

San Gabriel Valley Municipal Water District   

San Gorgonio Pass Water Agency   

The Metropolitan Water District of Southern California   

Ventura County Watershed Protection District   

Total  100.000%  
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VI. Objective 5 - Delta Conveyance Facility Benefits Allocation 

a. PWAs that execute a contract amendment to opt out of DCF costs and benefits will agree, within 

that amendment, to the following: 

i. Charges as set forth in Section V of this AIP will not appear on its SOC. 

ii. Forego and waive any contractual rights to the following:  

a. Right to or delivery of Project Water attributable to the DCF, provided that DWR 

determines that such water would not have been available for diversion at Clifton 

Court Forebay. This AIP will not modify the amounts within Table A but will 

memorialize this limited reduction for DCF Benefits by adding a footnote to the 

PWA’s Table A to reflect their zero allocation for DCF Benefits. 

b. Any contractual rights to or delivery of Article 21 Interruptible Water prior to the 

point(s) in time each year DWR determines that a volume of water equal to the 

volume of current year Project Water for Table A in San Luis Reservoir attributable 

to DCF in the SWP share of San Luis Reservoir storage will be displaced or evacuated 

by a quantity of exports equal to the quantity of exports from Clifton Court Forebay 

that would have been stored in San Luis Reservoir absent the DCF. Provided that, 

when Article 21 Interruptible Water supply is greater than demand from PWAs with 

a greater than zero Delta Conveyance Facility Allocation factor, Article 21 

Interruptible Water will be made available to all PWAs based on Table A percentage.  

c. Any contractual rights to or delivery of Article 21 Interruptible Water attributable to 

the DCF after a volume of water equal to the volume of current year Project Water 

for Table A in San Luis Reservoir attributable to DCF has been evacuated or 

displaced by the exports from Clifton Court Forebay that would have been stored in 

San Luis Reservoir absent DCF. Provided that, when Article 21 Interruptible Water 

supply is greater than demand from PWAs with a greater than zero Delta 

Conveyance Facility Allocation Factor, Article 21 Interruptible Water will be made 

available to all PWAs based on Table A percentage.  

d. Right to use DCF conveyance capacity unused by DWR for SWP purposes to convey 

non-project water, except as provided in subsection h.  

e. Right to use available DCF conveyance capacity to convey Project Water in the event 

that pumping directly from the south Delta is prevented or impaired by a physical, 

regulatory or contractual disruption, including but not limited to sea level rise, 

seismic events, flooding, or other uncontrollable event.  

f. Right to carriage water savings that DWR determines are realized during its 

operation of any DCF for purposes of conveying Project Water. 

g. Right to any credit from Fair Compensation collected by DWR for use of available 

DCF conveyance capacity. 
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h. Rights to use of the DCF, unless a subsequent contract with DWR is entered that 

provides for payment of Fair Compensation associated with such use. 

iii. For the North of Delta PWAs, DWR will not change the current administrative process for 

determining the availability of Article 21 due to the DCF. This process will be documented in 

the Article 21 administration that is distributed via a Notice to Contractors. 

b. PWAs that execute a contract amendment to assume costs and benefits of the DCF will agree, 

within that amendment, to the following: 

i. Charges will appear on the SOC as set forth in the table in the percentages shown in Section 

V of this AIP. 

ii. DCF Benefits in proportion to the percentage table in Section V of this AIP, including but not 

limited to:  

a) Delivery of Table A amounts diverted at and conveyed through the DCF. This AIP 

will not modify the amounts within Table A but will memorialize this DCF 

Benefits by amending the PWA’s Table A with a footnote. The footnote will 

recognize each PWA’s DCF Benefits consistent with the Delta Conveyance 

Facilities Allocation Factors.  

b)  Article 21 Interruptible Water attributable to DCF.  

c) Available DCF conveyance capacity unused by DWR for SWP purposes, to convey 

non-project water for ultimate use within that PWA’s service area.  

d) Carriage water savings that DWR determines are realized during its operation of 

any DCF for purposes of conveying Project Water.  

e) Available DCF conveyance capacity to convey Project Water in the event that 

pumping in the south Delta is prevented or impaired by a physical, regulatory or 

contractual disruption, including but not limited to sea level rise, seismic events, 

flooding, or other uncontrollable event. 

f) A credit from Fair Compensation collected by DWR for use of available DCF 

conveyance capacity. 

c. Nothing in this AIP changes Article 18(a) in the existing State Water Project Water Supply 

Contracts.  

VII.  Objective 6 - Affect Upon Other Water Supply Contract Provisions 

a.  Unless specifically stated in this AIP and incorporated into a subsequent contract amendment, 

there are no changes to the PWAs’ rights and obligations under the existing State Water Project 

Water Supply Contracts.  

b.  Transfers and exchanges are not intended to be modified under this AIP and shall be subject to 

the provisions of the then existing State Water Project Water Supply Contracts. 

11/10/2020 Board Meeting 6a Attachment 3, Page 8 of 9

Page 142 of 155



 
DCP Negotiation # 141 

Final AIP 
April 30, 2020 

Page 9 of 9 
 

VIII.  Other Provisions 

a. Clifton Court Forebay Diversion Priority: In the event that DWR uses its discretion to move 

Project Water through the DCF that could have been moved through Clifton Court Forebay 

Intake, PWAs with a greater than zero Delta Conveyance Facilities Allocation Factor will be given 

a first priority of available capacity, as determined by DWR, based on their percentage in section 

V to move up to that same amount of non-project water at Clifton Court Forebay Intake.  

IX. Environmental Review Process  

DWR and the PWAs agree that this AIP is intended to be used during the environmental review process 

for the California Environmental Quality Act (CEQA), to define the proposed project description for the 

purposes of CEQA, and to permit the next steps of the SWP water supply contract amendment process, 

including scoping and the preparation of the EIR. The AIP principles are not final contract language and 

do not represent a contractual commitment by either DWR or the PWAs to approve any proposed 

project or to sign contract amendments. By concurring with the AIP, DWR and the PWAs express their 

intent to move forward with the CEQA process with DWR as lead agency and the PWAs as responsible 

agencies, and ultimately develop a proposed project consisting of contractual amendments consistent 

with the AIP principles and prepare the EIR for consideration by DWR and the PWAs. 

At the end of the CEQA process and in compliance with CEQA, DWR and the PWAs will each individually 

evaluate the EIR and Contract Amendment, exercise their independent judgment, and determine 

whether or not to certify the EIR, approve the proposed project and sign the contract amendment or to 

approve an alternative project. Consequently, even though DWR and the PWAs have agreed to the AIP 

for the purposes described in the preceding paragraphs, DWR and each PWA retain their full discretion 

under CEQA to consider and adopt mitigation measures and alternatives, including the alternative of not 

going forward with the proposed project. 
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Attachment 1: Final White Paper 

I. Background

This white paper describes current understanding of how the Department of Water Resources (DWR) 

would account for and administer the Delta Conveyance Facility (DCF) Benefits. DWR will include 

information regarding the accounting and administration of water attributable to DCF in relevant 

Notice(s) to State Water Project Contractors consistent with prior practice. No legally binding obligations 

are created by this white paper. This white paper may be updated from time to time by DWR, in 

consultation with the Public Water Agencies (PWAs), in response to factors including, but not limited to, 

changes in laws, regulations or permits applicable to DWR and/or the State Water Project 

(SWP). Capitalized terms not defined herein shall have the meanings ascribed to them in the DCF 

Agreement in Principle (AIP). 

II. Draft Delta Conveyance Accounting and Administration Concepts

The DCF will be integrated into the State Water Project and operated to provide maximum flexibility to 

meet water supply, regulatory requirements and contractual obligations. There are some PWAs that 

may opt out of the DCF Benefits and charges. For this reason, it will be necessary to account for DCF 

Benefits. DCF Benefits are described in the AIP and are “those water supply and capacity benefits 

attributable to the DCF including but not limited to: (1) Table A water supplies; (2) Article 21 water 

supplies; (3) carriage water savings; (4) reliable water supply and use of DCF available capacity in the 

event of a temporary or permanent physical, regulatory, or contractual disruption of southern Delta 

diversions; and (5) use of DCF available capacity to move non-Project Water through the proposed DCF.” 

To account for DCF Benefits, DWR will need to determine the amount of water attributable to the DCF. 

DWR will primarily use two tools: 1) forecasting Project Water attributable to the DCF for the coming 

year; and, 2) accounting for Project Water attributable to the DCF in a timely manner. Both are 

described below. 

A. Forecasting- DWR will forecast, as shown below, to quantify the amount of Project Water

attributable to DCF.

1. DWR anticipates that it will provide three water supply allocation forecasts:

a. North of Delta allocation that includes water attributable to the south Delta

diversions (similar to current practice).

b. South of Delta allocation that includes water attributable to the south Delta

diversions (similar to current practice).

c. Allocation of water attributable to the DCF.

2. The allocation forecasts will continue to be updated monthly and each forecast will

include updated information on hydrology including runoff projections, SWP storage conditions,

PWA demands, regulatory requirements, and actual exports attributable to the south Delta

diversions and the DCF.

11/10/2020 Board Meeting 6a Attachment 4, Page 1 of 5

Page 144 of 155



DCP Negotiation #142 
Attachment 1  
April 30, 2020 

Page: 2 of 5 
 

3. DWR will continue to include in the allocation forecasts any potential DCF capacity 

available for conveyance of non-Project Water.  

4. Seasonal Forecast: Should conditions warrant additional forecasts, (i.e. wet hydrological 

conditions and/or DWR determines that San Luis Reservoir is likely to fill) DWR will provide more 

frequent forecasts on one or more of the following: 

a. San Luis Reservoir fill projection. 

b. Potential Article 21 availability. 

B. Accounting 

1. DWR will continue to create operational schedules for the south Delta and the DCF which will 

include any operational constraints and in accordance with applicable regulatory requirements 

and contractual obligations in order to account for water attributable to the DCF.  

2. DWR will reconcile water exports attributable to DCF and the south Delta facilities in a timely 

manner. 

3. If there is a difference in the amount of water conveyed through the south Delta facilities 

between the planned operations and actual operations there will be a determination about the 

cause of any identified differences. If the difference is due to a physical, regulatory, or 

contractual disruption of south Delta diversions or other south Delta restrictions, then water 

conveyed through the DCF will be considered water attributable to DCF. If the difference is the 

result of DWR’s discretionary decision to convey Table A water through the DCF instead of south 

Delta, no charge/credit will occur. However, DWR will estimate the carriage water savings 

associated with the discretionary use of DCF and carriage water savings will be considered water 

attributable to DCF. 

4. Carriage water savings that DWR determines are realized by conveying Project Water through 

the DCF that would have otherwise been moved through the south Delta facilities, will be 

credited to Participants. PWAs with a zero Delta Conveyance Allocation Factor that make 

arrangements with DWR to pay for use of available capacity in the DCF for non-Project Water 

may be credited carriage water savings associated with this use. 

5. Available DCF capacity, as determined by DWR, to convey transfers and exchanges of Project 

Water between PWAs with a Delta Conveyance Facility Allocation Factor of zero and PWAs with 

a greater than zero Delta Conveyance Facility Allocation Factor is interpreted as capacity in the 

DCF attributed to the PWAs with a greater than zero Delta Conveyance Facility Allocation Factor 

and no additional capital or minimum operations, maintenance, power and replacement 

(OMP&R) charges for use of DCF capacity will apply notwithstanding any PWA’s interpretation of 

existing contract language to the contrary. Nothing in this provision shall be construed as 

altering any party’s position regarding the application for use of facility charges in other 

contexts.  
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6. Article 21 attributable to DCF for South of Delta PWAs: As set forth in the AIP, PWAs opting out 

of the DCF will influence the administration of water made available pursuant to Article 21. To 

determine the quantity of Article 21 water that PWAs with a zero Delta Conveyance Facilities 

Allocation Factor will initially forego and the quantity of Article 21 water those PWAs with a 

Delta Conveyance Facilities Allocation Factor greater than zero will receive, it is necessary to 

determine the amount of water attributable to the DCF in the San Luis Reservoir at Point A. 

Determining this water quantity will provide the basis upon which DWR can administer the DCF 

Benefits contained in the contract amendment that results from the AIP.  

a. Process (See Table 1): 

i. Point A: The point at which DWR determines Article 21 water attributable to 

DCF will be available. DWR will determine volume of Project Water for Table A 

attributable to the DCF in San Luis Reservoir.  

ii. DWR will work with PWAs to develop an accounting methodology that considers 

exports attributed to DCF, exports from south Delta facilities, deliveries to 

PWAs, San Luis Reservoir fill point and the PWAs DCF allocation factors to 

determine the volume of Project Water for Table A in San Luis Reservoir 

attributable to DCF at Point A. 

iii. Point B: The point at which DWR determines Article 21 water would have been 

made available absent Project Water for Table A attributable to DCF in San Luis 

Reservoir, and/or DWR determines through the accounting process that San Luis 

Reservoir would have filled absent current year Project Water attributable to DCF. 

This point is reached when a volume of water equal to the volume of current year 

Project Water for Table A in San Luis Reservoir attributable to DCF at Point A has 

been displaced or evacuated by the quantity that would have been exported from 

Clifton Court Forebay and stored in San Luis Reservoir absent the DCF.  

b. Deliveries of Article 21 water attributable to DCF Between Point A and Point B: 

i. PWAs may submit Article 21 requests to DWR prior to point A. DWR will satisfy 

those requests according to the following priority: 

1. PWAs up to their Delta Conveyance Facility Allocation Factor; 

2. All PWAs based on Table A percentage. Only Variable and DCF Energy 

charges will apply for those PWAs with a greater than zero Delta 

Conveyance Facility Allocation Factor. For those PWAs with a zero Delta 

Conveyance Facility Allocation Factor, Article 21 water will be made 

available at the following charges:  

a. the Variable and DCF Energy charges for the amount up to 

Article 56(c)(1) and Article 56(c)(2) water spilled within the 
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PWAs proportionate share of San Luis Reservoir storage at Point 

A; 

b. Fair Compensation for any additional amounts.  

c. Deliveries of Article 21 water attributable to DCF After Point B: 

i. PWAs may submit requests to DWR. DWR will satisfy those requests according 

to the following priority: 

1.  PWAs’ proportion based upon the Delta Conveyance Facility Allocation 

Factors; 

2. All PWAs based on Table A percentage. Only Variable and DCF Energy 

charges will apply for those PWAs with a greater than zero Delta 

Conveyance Allocation Factor. For those PWAs with a zero Delta 

Conveyance Facility Allocation Factor, this water will be provided at Fair 

Compensation.  

TABLE 1: Article 21 Interruptible Water Attributable to the Delta Conveyance Facilities   

PWA Point A - Point B At/After Point B 

FIRST PRIORITY: 
PWAs participating in 
DCF (PWAs with a 
greater than zero DCF 
Allocation Factor %) 

• Quantity (AF): Up to DCF 
Allocation Factor % 

• Charge ($): Variable and DCF 
Energy Charges 

• Quantity (AF): Up to DCF Allocation 
Factor % 

• Charge ($): Variable and DCF Energy 
Charges 

SECOND PRIORITY: 
All PWAs 

• Quantity (AF): Based on Table A 
% 

• Charge to DCF Participant ($): 
Variable and DCF Energy Charges 

• Charge to DCF Non-Participant 
for AF <= to spilled carryover 
water ($): Variable and DCF 
Energy Charges 

• Charge to DCF Non-Participant 
for AF > spilled carryover water 
($): Fair Compensation 

• Quantity (AF): Based on Table A % 

• Charge to DCF Participant ($): Variable 
and DCF Energy Charges 

• Charge to DCF Non-Participant ($): 
Fair Compensation 
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C. Collaborative Development of Administrative Procedures 

As a subset to the Water Operations Committee, a DCF workgroup will be created similar to the current 

San Luis Reservoir Workgroup. This group will meet and confer as needed, and may discuss items such 

as forecasting, operations, accounting, and administration of the DCF. Members may include 

representatives from DWR (SWPAO and OCO) and PWAs and will report back to the PWA Water 

Operations Committee.  
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Summary Report for 
The Metropolitan Water District of Southern California 

Board Meeting 
October 13, 2020 

CONSENT CALENDAR ITEMS – ACTION 

The Board: 

Certified the Final Program Environmental Impact Report for the Right-of-Way and 
Infrastructure Protection Program for the Western San Bernardino County region and take 
related CEQA actions; and approved the program for the Western San Bernardino County 
region for the purposes of CEQA.  (Agenda Item 7-1) 

Awarded $276,373 contract to Minako America Corp., for rehabilitation of the Diamond 
Valley Lake wave attenuator.  (Agenda Item 7-2) 

Awarded $1,294,800 contract to Kaveh Engineering & Construction, Inc. for drainage and 
erosion control improvements at Garvey Reservoir.  (Agenda Item 7-3) 

Amended the current CIP to include the implementation of BESS at four Metropolitan 
facilities; and authorized an agreement with Stantec Inc. in an amount not-to-exceed 
$900,000.  (Agenda Item 7-4) 

Authorized the General Manager to enter into a Contributed Funds Agreement funded in an 
amount not-to exceed $400,000 to the U.S. Department of the Interior, Bureau of Land 
Management.  (Agenda Item 7-5) 

Authorized the General Manager to sign the Second Amendment to the 2019 Reservoir 
Project Agreement with the Sites Project Authority and other participants for participation in 
the Phase 2 Workplan process for an amount not to exceed $5,000,000; and appropriated 
$5,000,000 for the Phase 2 Workplan based on reserving an option for 50,000 AF of water 
supply yield.  (Agenda Item 7-6) 

Authorized the use of up to $2.75 million annually from the Conservation Program Budget 
for the Multi-Family Property Toilet Replacement Program.  (Agenda Item 7-7) 

Approved implementation of the Flow Monitoring Device Pilot Program; and adopted the 
resolution; authorized the General Manager to accept grant funds, if awarded; authorized the 
General Manager to enter into a contract for the grant funds.  (Agenda Item 7-8) 

Authorized the General Counsel to amend the existing agreement with the Thomas Law 
Group to increase the maximum amount payable by Metropolitan by $150,000 to an amount 
not-to-exceed $250,000.  (Confidential letter heard in Closed Session at committee) 
(Agenda Item 7-9) 

Item No. 6a
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Authorized an increase in the maximum amount payable under contract with Meyers, Nave, 
Riback, Silver & Wilson, PLC for legal services by $100,000 to an amount not-to-exceed 
$200,000.  (Confidential letter heard in Closed Session at committee) 
(Agenda Item 7-10) 
 
 

OTHER BOARD ITEMS – ACTION  
 
None. 
 
 
CONSENT CALENDAR OTHER ITEMS – ACTION  
 
Approved committee assignment for Director Matt Petersen to serve on the Water, Planning and 
Stewardship Committee.  (Agenda Item 6B) 
 
 
OTHER MATTERS AND REPORTS  
 
Gloria Gray was elected to serve a second term as Chairwoman of the Board, effective January 1, 
2021.  (Agenda Item 5D) 
 
Induction of new Director Matt Petersen representing the City of Los Angeles. 
(Agenda Item 5I) 
 
 
OTHER MATTERS  
 
Discussed and Approved Compensation Recommendation Option 1: No increases for General 
Manager, General Counsel, General Auditor, and Ethics Officer.  (Agenda Items 10-3) 
 
 
THIS INFORMATION SHOULD NOT BE CONSIDERED THE OFFICIAL MINUTES 
OF THE MEETING. 
 
Board letters related to the items in this summary are generally posted in the Board Letter 
Archive approximately one week after the board meeting.  In order to view them and their 
attachments, please copy and paste the following into your browser:  
http://mwdh2o.com/WhoWeAre/Board/Board-Meeting/Pages/search.aspx 

All current month materials, before they are moved to the Board Letter Archive, are available on 
the public website here: http://mwdh2o.com/WhoWeAre/archived-board-meetings 
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Board Meeting Agenda May 9, 2017 
Page 1 

Date of Notice:  October 29, 2020 

Regular Board Meeting 
November 10, 2020 
12:00 p.m. 

MWD Headquarters Building             700 N. Alameda Street  Los Angeles, CA 90012

1. Call to Order

(a) Invocation:  Mary Sue Jackinsky, Eastern Capital Technologies

(b) Pledge of Allegiance:  Director Camacho, Inland Empire
Utilities Agency 

2. Roll Call

3. Determination of a Quorum

4. Opportunity for members of the public to address the Board on matters
within the Board’s jurisdiction.  (As required by Government Code
Section 54954.3(a))

5. OTHER MATTERS AND REPORTS

A. Report on Directors’ events attended at Metropolitan expense for
month of October 2020

B. Chairwoman's Monthly Activity Report

C. Report from Executive Committee on nominations for Board
Secretary

D. Nomination and Election for Board Secretary for two-year term
effective January 1, 2021

Tuesday, November 10, 2020 

Meeting Schedule  

9:30 AM L&C 

10:30 AM RP&AM 

12:00 PM Board 

12:30 PM Bay-Delta 

Live streaming is available for all board and committee meetings on our mwdh2o.com website 
(Click to Access Board Meetings Page) 
Public Comment Via Teleconference Only: Members of the public may present their comments to the 
Board on matters within their jurisdiction as listed on the agenda via teleconference only. To participate 
call (404) 400-0335 and use Code: 9601962. 

Item No. 6b
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 E. General Manager's summary of activities for the month of 

October 2020 
   
 F. General Counsel’s summary of activities for the month of 

October 2020 
   
 G. General Auditor’s summary of activities for the month of  

October 2020 
   
 H. Ethics Officer’s summary of activities for the month of  

October 2020 
 
 

CONSENT CALENDAR ITEMS — ACTION 
 
 

6. CONSENT CALENDAR OTHER ITEMS — ACTION 
   
 A. Approval of the Minutes of the Meeting for October 13, 2020 

(Copies have been submitted to each Director) 
Any additions, corrections, or omissions 

   
 B. Approve committee assignments 
 
 
 

7. CONSENT CALENDAR ITEMS — ACTION 
   
 7-1 Authorize an increase of $150,000 in change order authority to a 

procurement contract to furnish valves for the F. E. Weymouth 
Water Treatment Plant; the General Manager has determined 
that the proposed action is exempt or otherwise not subject to 
CEQA. (E&O)  
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 7-2 Award $2,435,000 contract to J.F. Shea Construction, Inc. for 
relining of Prestressed Concrete Cylinder Pipe (PCCP) within a 
portion of the Allen-McColloch Pipeline (AMP); the General 
Manager has determined that the AMP PCCP rehabilitation 
project is exempt or otherwise not subject to CEQA; authorize an 
increase of $2.1 million to an agreement with HDR Engineering, 
Inc. for a not-to-exceed amount of $6.5 million for engineering 
design services for the Sepulveda Feeder PCCP rehabilitation; 
authorize an increase of $150,000 to an agreement with Helix 
Environmental Planning, Inc. for a not-to-exceed amount of 
$2.25 million to prepare environmental documentation for the 
Sepulveda Feeder PCCP rehabilitation; and adopt CEQA 
determination that the Sepulveda Feeder rehabilitation project 
was previously addressed in the certified 2017 Prestressed 
Concrete Cylinder Pipe Rehabilitation Program Final 
Programmatic Environmental Impact Report. (E&O)  

   
 7-3 Authorize preparation of environmental documentation and 

technical studies, and public outreach activities for the Regional 
Recycled Water Program; and amend agreement with National 
Water Research Institute to facilitate additional technical 
workshops related to the Program’s Demonstration Plant; the 
General Manager has determined that the proposed actions are 
exempt or otherwise not subject to CEQA. (E&O) [Posting 
Separately] 

   
 7-4 Authorize an amendment to an existing agreement with County 

Sanitation District No. 2 of Los Angeles County and a new 
agreement with Southern Nevada Water Authority to support 
continued evaluation and development of the Regional Recycled 
Water Program; the General Manager has determined that the 
proposed actions are exempt or otherwise not subject to CEQA. 
(E&O) [Posting Separately] 

   
 7-5 Authorize an increase of $600,000 in change order authority for 

the contract to rehabilitate the Greg Avenue Pump Station; the 
General Manager has determined that the proposed action is 
exempt or otherwise not subject to CEQA. (E&O) 

   
 7-6 Authorize an agreement with Securitas to provide security guard 

services for a maximum period of five years at a total cost not to 
exceed $55 million; the General Manager has determined that 
the proposed action is exempt or otherwise not subject to CEQA. 
(E&O) [Posting Separately] 
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 7-7 Review and consider the city of Hemet’s adopted Mitigated 
Negative Declaration and take related CEQA actions, and 
authorize the General Manager to grant a permanent easement 
for public road widening and utility purposes to the city of Hemet 
on Metropolitan-owned property in the county of Riverside. 
(RP&AM) 

   
 7-8 Authorize the General Manager to grant a permanent easement 

for public road purposes to the city of Fontana on Metropolitan-
owned property in the county of San Bernardino; the General 
Manager has determined that the proposed action is exempt or 
otherwise not subject to CEQA. (RP&AM) 

   
 7-9 Authorize an amendment to an agreement with Roesling 

Nakamura Terada Architects for master planning activities in 
support of the District Housing and Property Improvement 
Program and the consolidation of certain projects into the District 
Housing and Property Improvement Program; the General 
Manager has determined that the proposed action is exempt or 
otherwise not subject to CEQA. (RP&AM)  

   
 7-10 Approve The Metropolitan Water District of Southern California's 

salary schedules pursuant to CalPERS regulations; the General 
Manager has determined that the proposed action is exempt or 
otherwise no subject to CEQA. (OP&T) 

   
 7-11 Authorize an agreement with SYNTECH Group Inc., in an 

amount not-to-exceed $3,480,000 for the procurement of 
equipment for the Primary location space for the Datacenter 
Modernization/Relocation project; the General Manager has 
determined the proposed action is exempt or otherwise not 
subject to CEQA. (OP&T)  
[Conference with Metropolitan Information Technology Unit Manager of 
the Program Management Office Alex Encarnacion, or designated 
agents on threats to public services or facilities; may be heard in closed 
session pursuant to Gov. Code Section 54957(a)] 

   
 7-12 Authorize and direct the Ethics Officer to enter into a contract 

with an external consultant in an amount not-to-exceed 
$150,000 to conduct an independent review of allegations of 
systemic workplace harassment and retaliation, Metropolitan’s 
Equal Employment Opportunity programs and practices, and 
related issues and concerns; the General Manager has 
determined that the proposed action is exempt or otherwise not 
subject to CEQA. (OP&T) [Posting Separately] 

 
END OF CONSENT CALENDAR ITEMS 
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8. OTHER BOARD ITEMS — ACTION 

   
 8-1 Approve Resolution to hire retired Annuitant and waive 180-day 

waiting period; the General Manager has determined that the 
proposed action is exempt or otherwise not subject to CEQA. 
(L&C) 

 
 
 

9. BOARD INFORMATION ITEMS 
   
 9-1 Update on Conservation Program  
   
 9-2 Review of the proposed COVID-19 Member Agency Payment 

Deferment Program and proposed amendment to the 
Administrative Code to add Section 4519 delegating authority to 
the General Manager to administer the Program. (F&I)  

 
 
 

10. FOLLOW-UP ITEMS  
 
 
 

11. FUTURE AGENDA ITEMS 
 
 
 

12. ADJOURNMENT  
 
 
 
 

NOTE: Each agenda item with a committee designation will be considered and a recommendation may be made by one or more 
committees prior to consideration and final action by the full Board of Directors.  The committee designation appears in 
parentheses at the end of the description of the agenda item e.g., (E&O, F&I).  Committee agendas may be obtained from 
the Board Executive Secretary. 
 

 Writings relating to open session agenda items distributed to Directors less than 72 hours prior to a regular meeting are 
available for public inspection at Metropolitan's Headquarters Building and on Metropolitan's Web site 
http://www.mwdh2o.com. 
 

 Requests for a disability related modification or accommodation, including auxiliary aids or services, in order to attend or 
participate in a meeting should be made to the Board Executive Secretary in advance of the meeting to ensure availability of 
the requested service or accommodation.  
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