
 

 

 
 

  Proposed Staff Recommendation Consent Calendar for August 24, 2017 
 

 ENGINEERING AND OPERATIONS COMMITTEE   
9-1. Notice of Completion for the San Vicente Dam Inclinometer Installation project. 

Authorize the General Manager to accept the San Vicente Dam Inclinometer Installation 
project as complete, record the Notice of Completion, and release funds held in retention to 
Crux Subsurface, Inc. following the expiration of the retention period.   

  

    
9-2. Agreements for the management of water quality south of Mission  Trails Flow Regulatory 

Structure. 
Authorize the General Manager to negotiate and execute agreements as needed with up to five 
member agencies to address water quality challenges south of the Mission Trails Flow 
Regulatory Structure.    

  

    
 WATER PLANNING COMMITTEE   
9-3. Professional Services Contract for the System Seismic Vulnerability Assessment. 

Authorize the General Manager to award a professional services contract to Kleinfelder, 
Inc., in an amount not to exceed $250,000 to complete the System Seismic Vulnerability 
Assessment.  

  

    
9-4. Approve the Water Shortage Contingency Plan.  

Approve the Water Shortage Contingency Plan.   
  

    
9-5. Resolution authorizing the General Manager to submit an application and administer grant 

funds for Proposition 1 Round 4 Desalination Grant Funding.  
Adopt Resolution No. 2017-__ establishing that: 

 
a) The General Manager is authorized to sign and file for, on behalf of the Water 
 Authority, an application for funding from the California Department of Water 
 Resources’ Water Desalination Grant Program (Proposition 1 Round 4) in an amount 
 not to exceed $10,000,000 for the Lewis Carlsbad Desalination Plant Intake 
 Modifications. 

 
b) The Water Authority will comply with all applicable state and federal statutory and 
 regulatory requirements related to any federal and state funds received. 

 
c) The General Manager or designee is authorized to negotiate and execute a funding 
 agreement and any amendments thereof, and certify funding disbursements on behalf 
 of the Water Authority.   
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 LEGISLATION AND PUBLIC OUTREACH COMMITTEE   
9-6. Adopt positions on various federal bills.  

  
A) Adopt a position of Support on H.R. 448 (Huffman), relating to the exclusion of 
 water conservation rebates from federal income tax. 

 
B) Adopt a position of Support on S. 1464 (Feinstein), relating to the exclusion of 
 water conservation rebates from federal income tax. 

  

    
 ADMINISTRATION AND FINANCE COMMITTEE   
9-7. Monthly Treasurer’s Report on Investments and Cash Flow. 

Note and file monthly Treasurer’s Report.       
  

    
9-8. Resolution establishing amount due from the City of San Diego for the In-Lieu Charge as a 

condition of providing water service for Fiscal Year 2018.  
Adopt Resolution 2017- ___ establishing an  amount due of $2,237,607.80 from the City of 
San Diego for the In-Lieu charge for Fiscal Year 2018.   

  

    
9-9. Ordinance amending Chapter 2.00 of the Administrative Code.   

Adopt Ordinance No. 2017-___, an ordinance of the board of directors of the San Diego 
County Water Authority amending Chapter 2.00 of the Administrative Code.  

  

 



 
 
August 23, 2017 
 
Attention:  Water Planning Committee 
 
Report on Claude “Bud” Lewis Carlsbad Desalination Plant Operations for Fiscal Year 
2017 (Presentation)  
 
Purpose 
To provide a summary of Contract Year 2016/2017 operational performance for the Claude “Bud” 
Lewis Carlsbad Desalination Plant.   
 
Background 
The Claude “Bud” Lewis Carlsbad Desalination Plant (CDP) started commercial operations on 
December 23, 2015. The project is a result of a long-term Water Purchase Agreement (WPA) 
executed between the Water Authority and Poseidon that was approved by the Water Authority 
Board on November 29, 2012. Under the WPA, the Water Authority agreed to purchase the 
entire output of the CDP – a minimum of 48,000 acre-feet and up to 56,000 acre-feet of product 
water annually. The Water Authority’s water purchase payments compensate Poseidon for the 
fixed and variable costs of the CDP including debt and equity payments, as well as fixed and 
variable plant costs for electricity and operations and maintenance.  All fixed costs are paid for 
through the purchase of the initial 48,000 acre-feet.  Annual product water deliveries beyond 
48,000 acre-feet up to 56,000 acre-feet are purchased at a price that includes just the variable 
costs of production. 
 
The period from December 23, 2015 to June 30, 2016 was a partial contract year for CDP 
operations.  During that period, 21,886 acre-feet of desalinated product water was delivered by 
Poseidon to the Water Authority.  Contract year 2016/2017 (from July 1, 2016 to June 30, 2017) 
was the first full contract year for plant operations.   Going forward, staff intends to report out on 
CDP performance following the conclusion of each full contract year.  
 
Discussion 
For purposes of this report, CDP performance is evaluated in the following categories: 1) water 
delivery; 2) water quality; 3) regulatory compliance; and 4) cost. Each of these categories are 
discussed below. 
 
Water Delivery 
Prior to the end of each contract year, and as required per the terms of the WPA, Poseidon and 
the Water Authority agree to monthly supply and demand commitments for the upcoming 
contract year. These commitments represent the monthly supply availability guaranteed by 
Poseidon totaling 56,000 acre-feet for the year and the minimum monthly delivery guaranteed by 
the Water Authority totaling 48,000 acre-feet per year.  
 
The Water Authority met each month’s minimum demand commitment, avoiding any “take-or-
pay” penalty provisions of the WPA, and overall exceeded the minimum annual demand 
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commitment by 1,615 acre-feet. Since Poseidon was unable to meet the Water Authority’s 
demand orders, Poseidon will be making an annual supply commitment true-up payment to the 
Water Authority for not meeting this supply obligation. 
 
If Poseidon were able to deliver the full amount of water requested by the Water Authority, the 
requested deliveries over 48,000 acre-feet and up to 56,000 acre-feet, would have been 
purchased at just the variable cost of production (approximately $800/AF). 
 
Poseidon was unable to deliver 9,196 acre-feet (49,615 AF – 40,419 AF) of requested water.  
The WPA accounts for this undelivered supply under different defined categories.   
 

• Excused Supply Shortfall (estimated 1,605 acre-feet for contract year 2016/2017):  
For undelivered water classified as Excused Supply Shortfall, Poseidon has the 
opportunity to supply this amount of water in the future, under certain conditions.  
However, the Water Authority does not pay for the water until the water is actually 
delivered. 

• Unexcused Supply Shortfall (estimated 5,961 acre-feet for contract year 2016/2017): 
For undelivered water classified as Unexcused Supply Shortfall, the Water Authority 
does not pay for this water and Poseidon has no opportunity to supply this water in 
the future. Unexcused supply shortfalls occurred during the months of January (68 
AF), February (41 AF), March, (162 AF), April (3,364 AF), May (767 AF) and June 
(1,559 AF), 2017. 

• Unscheduled Outage Units (1,630 acre-feet for contract year 2016/2017):  For certain 
documented, unplanned outages at the plant, up to 1,630 acre-feet can be designated 
by Poseidon as Unscheduled Outage Units.  Under the terms of the WPA, the Water 
Authority pays the fixed costs on this water.  

 
During the initial operating years for large water treatment facilities such as the CDP, facility 
outages are not unusual as operators are fine-tuning control systems and adjusting to actual and 
changing source water conditions.  In the case of CDP operations for contract year 2016/2017, 
the primary cause of the supply shortfalls, indicated above, was associated with operation of the 
reverse osmosis membrane system.   
 
Beginning in late March 2017, Poseidon and its plant operator (IDE) began reporting high levels 
of chlorophyll and phytoplankton in the plant’s feedwater from Aqua Hedionda Lagoon, that 
resulted in high turbidity in the pretreatment system filter effluent.  Although the plant is 
designed to handle chlorophyll and phytoplankton (i.e., algae) in the feedwater, the level seen 
this past spring was an extreme, though not excused, event that led to a precautionary plant 
shutdown in April.  It is also likely that the high filter effluent turbidity levels, along with the 
“learning curve” associated with optimizing the use of the plant’s membrane cleaning system, 
contributed to premature fouling of the reverse osmosis membranes that resulted in reduced CDP 
production beginning in April and continuing through the end of the contract year.  Other issues 
stemming from membrane fouling include rolled O-rings in the membrane pressure vessels and 
increased differential pressures.  These conditions require the whole reverse osmosis skid (there 
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are 14 total skids in the plant) to be temporarily removed from service lowering the production 
capacity of the CDP.   
 
In coordination with IDE, Poseidon is aggressively addressing the challenges and has taken the 
following measures to minimize operational impacts caused by these issues:  
 

• Purchase and installation of new membranes to replace fouled membranes 

• Off-site membrane cleaning to supplement the plant’s Clean-In-Place system 

• Review of membrane Clean-In-Place procedures and frequency 

• Operation at lower recovery levels (temporary condition) 

• Installation of real-time monitoring of algae in the lagoon and offshore 

• Development of a proactive operational protocol for treating seawater with elevated 
algae content 

• Installation of chlorination capacity at the intake to breakdown biological material 
coming into the intake and install monitors, aeration equipment, and improved 
coagulant and polymer feed capabilities ahead of the pretreatment filters to enhance 
biological removal of organic material in the pretreatment filters   

 
Many of these corrective actions have already produced positive results and Poseidon anticipates 
the plant to be back at full capacity by next month. Because the WPA transfers operational risk 
to Poseidon, Poseidon has not requested, nor is it entitled to performance relief for these issues. 
Additionally, costs associated with correcting the membrane fouling issue are not the 
responsibility of the Water Authority.   
 
Water Quality 
The WPA sets parameters for raw seawater that the CDP is required to process and product water 
quality guarantees that must be met. Poseidon is afforded performance relief during events that 
cause raw seawater characteristics to be outside of the contractual limits, and is subject to 
financial penalties if product water quality falls outside its contractual limits. Product water and 
raw seawater quality for Contract Year 2016/2017 is summarized below. 
 

Product Water Quality 
Delivered product water quality met contractual water quality requirements, including 
federal and state drinking water standards for the contract year.  On five occasions, IDE 
took corrective steps to address brief exceedances of pH concentration limits that were 
outside of the contractual water quality requirements.  In these instances, IDE discharged 
the off-specification product water prior to delivery to the Water Authority until the 
contract requirements could be met.  At no time was Water Authority system water 
quality impacted. IDE also worked with the Water Authority to develop a 
communications protocol to properly and timely notify the Water Authority and 
regulatory agencies of potential water quality issues.   
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Raw Seawater Quality 
Raw seawater characteristics feeding the CDP were within contractual limits for the 
contract year except for short periods of time where either temperature or turbidity was 
outside of contractual parameters of 84.2 degrees F and 24 NTU, respectively. These 
issues led to temporary reductions to plant capacity.   

 
Regulatory Compliance 
The primary permits that regulate product water quality and plant discharges include the 
National Pollutant Discharge Elimination System (NPDES) issued by the San Diego Water 
Board, the Wastewater Discharge Permit issued by the Encina Wastewater Authority, and the 
Domestic Water Supply Permit issued by the Division of Drinking Water.  Regulatory 
compliance is the responsibility of Poseidon along with any enforcement action associated with 
permit violations.  The Water Authority receives copies of all compliance correspondence and 
may coordinate with Poseidon on issue resolution, as necessary. 
 
Over the last year of operation, Poseidon received four notices requesting corrective action 
associated with permit compliance.  These notices are summarized below: 
 

• Sewer Discharge pH Exceedance (Encina Wastewater Authority) – Test results of a 
single sample was 0.3 mg/L above the allowable permit concentration of 12.0 mg/L 

• Procedural issue (Encina Wastewater Authority) – Compliance sample was not taken 
within the required sampling period; late one day 

• Administrative issue (Encina Wastewater Authority) – Meter calibration and training 
logs were not maintained properly 

• Operational Corrective Action (Division of Drinking Water) – A high turbidity event 
at the Intake Pump Station was not responded to in accordance with the approved 
Operations Plan 

 
Poseidon/IDE took corrective steps that were appropriate to resolve each action request and no 
outstanding issues remain open from the list above. 
 
Poseidon has also self-reported on another ongoing permit condition related to chronic toxicity 
test results. Poseidon reported to the Water Authority that non-compliant results began in the 
previous contract year, and are an artifact of the conservative toxicity testing procedure set forth 
in the NPDES permit for the CDP and do not result in harm to the environment.  Under the terms 
of the permit, the CDP is required to test for toxicity at higher discharge concentrations than are 
actually occurring at the compliance point.  This is because the conservative testing regime set 
forth in the permit fails to take into consideration the initial dilution provided by the power 
plant.  If the full initial dilution that is actually occurring is considered, provided in the ocean and 
by the power plant, 43 out of 44 of the samples tested from December 2015 to June 2017 have 
been below the toxicity limit in the permit. These results effectively demonstrate that the 
exceedance of the toxicity limit is a result of the failure in the permit’s toxicity monitoring 
procedures to account for the dilution provided by the power plant discharge, and is not an 
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indication of the plant causing toxic conditions in the Pacific Ocean.  Poseidon is working with 
the San Diego Water Board on a renewal of the NPDES permit that is expected to include a 
revised methodology for calculating toxicity compliance that will take into consideration the full 
dilution of the CDP discharge. 
 
Poseidon is also working with the State Division of Drinking Water (DDW) to develop a 
modified approach to addressing minor salinity fluctuations within the reverse osmosis process. 
DDW used a conservative approach to establish salinity fluctuation limits in order to detect a 
potential breach in membrane integrity.  However, the established limits also capture expected 
slight increases in salt passage due to temperature variation. The goal is to develop set limits that 
will protect public health while avoiding unnecessary shutdown of the reverse osmosis trains.  
   
Cost 
Payment to Poseidon for Contract Year 2016/2017 was approximately $91,053,000. Taking into 
account the payments from Poseidon to the Water Authority for not meeting its supply 
obligations (estimated at $3,585,000), the average unit cost for the year including conveyance 
pipeline costs was $2,412 per acre-foot. This cost is higher than the $2,368 per acre-foot 
projected unit cost for contract year 2016/2017 due to San Diego Gas & Electric Company 
electricity tariff increases beyond what was originally anticipated.  Table 3 summarizes the cost 
components. 
 

Table 3. Costs for Contract Year 2016/2017 

 Contract Year 2016/2017 
Total Water Purchase Cost* $91,053,343 
Desal Conveyance Pipeline Cost $10,064,460 

SUBTOTAL $101,117,803 
Poseidon Penalties ($3,584,478) 

TOTAL $97,533,325 
* Includes debt service, equity return, fixed electricity and operating, variable electricity and 

operating, and unscheduled outage allowance charges 
 
Although the CDP experienced numerous operational challenges last year, the Water Authority 
was protected by terms of the WPA from any financial burden linked to those challenges as 
outlined above. Staff is currently working with Poseidon on its annual reconciliation of the 
monthly invoices and will finalize all payments for Contract Year 2016/2017 by September 
2017.  The projected unit cost for contract year 2017/2018 is estimated at $2,439 per acre-foot. 
 
Prepared by: Jeremy Crutchfield, Principal Engineer 
Reviewed by: Robert R. Yamada, Director of Water Resources 
Approved by: Sandra L. Kerl, Deputy General Manager 
 



 

 
 

 
Date:  August 22, 2017 
 
To:   San Diego County Water Authority Board Members 
 
From:  Ken Carpi, Washington Representative 
 
Subject: Federal Legislative Update 
 
 
 
Congress Girding for End of Fiscal Year 
 
When Congress returns to the Capitol following Labor Day, Members face two must-pass 
tasks.  The first is readying a Continuing Resolution to keep the government functioning after 
October 1.  Second, they will need to raise the national debt ceiling.  While less urgent, 
several important authorizations – including revenue collection and spending to support the 
FAA and the Children’s Health Insurance Program – expire on September 30 and will need to 
be addressed through extensions of current authority. 
 
Having passed four spending bills at the end of July, including funding for the Bureau of 
Reclamation, the House will try to move the remaining eight bills en bloc immediately 
following Labor Day.  This package includes the Interior bill that funds EPA programs.  
House leaders intend to combine these eight bills with the previous four and send them all to 
the Senate as an omnibus measure.  The Senate, however, appears to have no intention to 
bring up this collection of bills and seems content to focus upon the Continuing Resolution 
and debt limit in addition to extending expiring authorities. 
 
EPA Funding 
 
The House committee-passed spending bill for the EPA includes many significant cuts to the 
agency, but not nearly as deep as those proposed by President Trump.  The bill would cut 
$200 million from the Clean Water SRF program, taking it down to $1.1 billion.  It would 
provide $863 million for the Drinking Water SRF and a total of $25 million for the WIFIA 
water-financing program.  The Senate has not yet released its version of the bill.   
 
Using funds provided for FY2017, EPA invited the City of San Diego to apply for a $492 
Million WIFIA loan to construct Phase-1 of the City’s Pure Water program. 
 
 
 



 

President Issues New Executive Order on Environmental Streamlining 
 
President Trump issued an Executive Order expanding upon an earlier order intended to 
reduce project permitting delays.  This new order spells out more clearly the role of federal 
agencies and sets deadlines to review permit applications for major infrastructure projects.   
One provision of the new Executive Order explicitly revokes an order issued by President 
Obama requiring all new infrastructure projects to include components to address sea-level 
rise and other aspects of climate change.  Going forward, projects may still include adaption 
elements, but they are not required. 
 
Senate Confirms Interior Official While Reclamation Waits 
 
The Senate confirmed David Bernhardt as Deputy Secretary of the Interior.  The nomination 
of Brenda Burman for Commissioner of Reclamation was reported favorably from the Energy 
& Natural Resources Committee, but was not voted upon by the full Senate before it recessed 
for August.  A vote on her confirmation is nonetheless expected in September. 
 
 



 
  

August 23, 2017 
  
Attention: Imported Water Committee 
 
Metropolitan Water District Delegates’ Report (Discussion) 
 
Background 
This report summarizes key discussions held and actions taken at the Metropolitan Water District 
(MWD) committee and Board meetings, as reported by the Water Authority Delegates. This report 
includes MWD Board activities for August 2017. The MWD committees and Board met on August 
14 and 15, and meet next on September 11 and 12. 
 
Discussion 
Key actions at the August MWD Board and committee meetings included: 1) adopting a resolution 
to maintain the Ad Valorem tax (tax) rate for fiscal year 2018 at the same level as the previous 
fiscal year;1 and 2) adopting legislative policy principles on stormwater capture. The Water 
Authority Delegates opposed maintaining fiscal year 2018’s tax rate at the same rate it has been 
since fiscal year 2014 because MWD failed to provide analysis examining alternative sources of 
fixed revenues that could be implemented instead of suspending the tax rate limitation, and of how 
suspending the tax rate could have met the legal requirements defined in the MWD Act.2  
 
The Board heard a presentation on MWD’s financial highlights for the last quarter of fiscal year 
2017 and received a report on MWD’s third white paper on California WaterFix (WaterFix). 
Attachment 1 summarizes the Board’s discussion of this white paper, which focused on the 
project’s financing and cost allocation. Prior to staff’s presentation on the third white paper, 36 
public speakers commented on WaterFix, expressing both support for and opposition to the project. 
Two public comments were received at the following day’s Board meeting. One speaker reiterated 
the supportive comments he had made the previous day and another speaker opposed the project, 
urging the Board to prioritize conservation.  
 
Fourth Quarter Financial Report 
Controller Soper reported on fiscal year 2017’s end-of-year expenditures and revenues, and how 
they compared to MWD’s “budget.”3 Actual revenues fell short of budget by nearly $143 million 
primarily due water sales falling below budget by about 160,000 acre-feet (equating to a deficit of 
about $155 million). The shortfall in water sales revenues was partially offset by higher-than-
budgeted revenues generated by taxes, power, and MWD’s Capacity Charge. MWD’s State Water 
Project (SWP) contract costs, its largest expense, were almost $57 million less than budget despite 
Table A allocations for 2016 and 2017 being higher than those assumed in the budget. SWP 
expenditures were under budget largely due to prior year cost adjustments and lower-than-
                                            
1 More information on the AD Valorem tax rate in memo Metropolitan Water District Program Report found in the 
Water Authority’s August 2017 Board packet: http://www.sdcwa.org/meetings-and-documents  
2 Water Authority General Counsel Hattam’s August 14, 2017 letter to MWD further explains the Water Authority’s 
opposition to and concerns with suspending the Ad Valorem Tax rate limitation: http://www.mwdfacts.com/wp-
content/uploads/2017-08-14-WA-re-FY-2018-Tax-Rate.pdf  
3 Although MWD portrays the presentation as a “budget” comparison, the expenditures represented modified budget 
data, which included the Board’s April 2016 action to increase the fiscal year 2017 demand management budget by 
$40.8 million and the Board’s March 2016 action to purchase the Delta Islands, an unbudgeted expense.  
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anticipated operations and maintenance and capital costs. Expenditures related to Colorado River 
Aqueduct power and supply programs were $20.4 million and $38.7 million less than budget, 
respectively. Soper attributed these savings to MWD moving less water through its aqueduct and 
the above average water year rendering additional supply programs unnecessary.  
 
Overall, MWD’s expenditures exceeded revenues by $239 million; the unbudgeted Delta Islands 
purchase for $174.1 million was the largest contributor to this shortfall. To meet its revenue gap, 
MWD issued $175 million in debt to finance the Delta Islands purchase and moved $33 million 
from the Water Management Fund to fund its conservation program. Funds from unrestricted 
reserves were used to cover the remaining $31 million gap. By the close of fiscal year 2017 MWD’s 
unrestricted reserves decreased by $103 million to $372 million due to the use of reserves to cover 
expenses exceeding revenues and the requirement to transfer funds to other accounts, including $54 
million into a “set-aside fund” for the amount disputed in the rate litigation.4  Of the $372 million 
MWD reported it held in unrestricted reserves, at least $250 million is funds MWD borrowed from 
commercial banks in fiscal year 2016.5  
 
Ethics Subcommittee and Related Matters 
In June 2017, Chairman Record (Eastern) announced he had formed a subcommittee6 of the Audit 
and Ethics Committee (A&E Committee) to review issues related to the Ethics Office’s policies and 
procedures, and some of its investigations. At last month’s A&E Committee meeting there was 
further discussion on the subcommittee;7 however, there has yet to be any information formally 
presented on the subcommittee. Prior to this month’s MWD committee and Board meetings, 
Director Lewinger sent a Public Records Act request to MWD, MWD’s General Counsel, and 
MWD’s Ethics Officer for all the information and correspondence related to an investigation of 
himself (see Attachment 2). In his letter, Lewinger surmised that the subcommittee may have been 
formed in part due to this investigation’s findings. During this month’s Board meeting, Director 
Ballin addressed the Board as Mayor of San Fernando, urging MWD to make public all the 
investigation’s information that Lewinger had requested and reminded the Board that the Ethics 
Officer “reports to the full Board.” Later, in response to Director Hogan, Record said that “we” met 
with outside counsel and that “by the end of this week” he will provide a “memo” on the 
subcommittee, which will likely report to the Executive Committee. Replying to Director Steiner, 
Record said he would respond to Lewinger’s request before or “at the latest” when he distributes his 
memo.  
 
Overview 
Overall, the Water Authority Delegation supported 14 of the 16 action items approved by the MWD 
Board in August. The Board deferred action on two bills HR 23 (Valadao, R-CA): Gaining 
Responsibility on Water Act of 2017 and SB 49 (De León, D-Los Angeles; Stern, D-Calabasas): 
California Environmental, Public Health, and Workers Defense Act of 2017. 

                                            
4 Per its exchange agreement with the Water Authority, MWD is required to place the amount disputed in the rate 
litigation in a separate account, which MWD reported totaled $304 million at the end of fiscal year 2017.  
5 Page A-51 of MWD’s Official Statement dated February 24, 2017 found here: 
http://www.mwdh2o.com/PDF_Who_We_Are/MWD_2017_AuthSerAFOS.pdf  
6 The members of the subcommittee include A&E Committee Chair Dear (West Basin), A&E Committee Vice Chair 
Ramos (Burbank), and A&E Committee member Kurtz (Pasadena). 
7 For more information on the A&E Committee’s July 11, 2017 discussion see Attachment 3 of the Metropolitan Water 
District Delegates’ Report in the Water Authority’s July 2017 supplemental materials: 
http://www.sdcwa.org/sites/default/files/2016-12/Board/2017_Supplemental/2017_07_27SupplementalMaterials.pdf  
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The Delegates spilt their vote on the SB 49 item; Director Hogan supported waiting to adopt a 
position on the bill while Directors Saxod and Steiner opposed deferring action. Attachment 3 is a 
copy of MWD’s August 2017 committee and Board meeting agendas and summary report. 
 
 
Prepared by:  Liz Mendelson-Goossens, Senior Water Resources Specialist 
Reviewed by:  Communications and Legislation Committee by Elsa Saxod 
  Engineering and Operations Committee by Fern Steiner 
  Finance and Insurance Committee by Elsa Saxod 
  Integrated Resources Planning Committee by Fern Steiner 
  Legal and Claims Committee by Fern Steiner 
  Organization, Personnel and Technology Committee by Michael Hogan 
  Real Property and Asset Management Committee by Michael Hogan 
  Special Committee on Bay-Delta by Fern Steiner 
  Water Planning and Stewardship Committee by Fern Steiner 
 
Attachment 1: Discussion Summary of MWD’s Third White Paper on California WaterFix 
Attachment 2: Director Lewinger’s August 8, 2017 Public Records Act request to MWD 
Attachment 3: MWD’s committee and Board meeting agendas and Board summary, dated August 14 

and 15, 2017 
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Discussion Summary of MWD’s Third White Paper on California WaterFix 
 

In August, MWD held a joint meeting of the Special Committee on Bay-Delta and the Water 
Planning and Stewardship Committee. The focus of the meeting was MWD’s third white paper 
on California WaterFix (WaterFix). This paper focused on the project’s financing and cost 
allocation. The first and second white papers focused on WaterFix’s infrastructure and 
operations, respectively. Prior to staff’s presentation on the third white paper, 19 public speakers 
expressed support for WaterFix while 17 other speakers voiced opposition to the project.1  
 
Throughout and following staff’s presentation, the Board discussed WaterFix’s cost allocation 
and financing. In response to Director Steiner, Assistant General Manager/Chief Financial 
Officer Breaux clarified that MWD’s analysis of WaterFix costs to its ratepayers is based on the 
“assumption” that State Water Project (SWP) contractors and Central Valley Project (CVP) 
contractors will split the project’s costs 55 percent and 45 percent, respectively. However, 
Breaux said, and Assistant General Manager Patterson agreed, that “everyone is at the table still 
discussing and we’re in the process of nailing that down.” Additionally, Breaux confirmed that 
MWD’s analysis assumes that all CVP contractors and south-of-delta SWP2 contactors will 
participate in the project and that if any contractors drop out of the project then MWD’s cost 
share would increase. Later, in response to Director Vásquez-Wilson (Central Basin), Patterson 
said that “no one has committed” to the project, adding that the Bureau of Reclamation will not 
participate in the project on behalf of the CVP’s senior water right holders and wildlife refuges.  
 
Moving onto how the project would be financed, Steiner sought clarification on how the finance 
Joint Powers Authority (finance JPA) would work.3 Patterson confirmed that there has yet to be a 
final document describing how the finance JPA would function  Steiner asked if the finance JPA 
agreement would be brought to the Board for approval;  Patterson pointed out that there are two 
JPA agreements for the project, one related to “financing” and the other for “design and 
construction.” He confirmed agreements for both JPAs are currently being developed and will be 
brought to the Board for consideration when it decides whether to participate in the project 
(scheduled for September 26). (During his presentation, Breaux reported that negotiations related 
to the finance JPA are expected to continue over the next 30 days.) Later, Director Dake (Los 
Angeles) asked how the CVP contractors would pay for the project. Breaux said the CVP 
contractors would have a separate “master agreement,” which is still being negotiated and that 
it’s possible the CVP contractors may participate in the same finance JPA as the SWP 
contractors. Breaux later clarified that the finance JPA would be made up of participating SWP 
contractors that “want to be part of” it, but Breaux stated that MWD would be on the JPA and 

                                            
1 During public comment at the following day’s Board meeting, one speaker reiterated support for WaterFix and 
another speaker expressed opposition to the project. In total, there were 37 different public speakers with 19 voicing 
support and 18 expressing opposition for WaterFix.  
2 Representing 24 of 29 SWP contractors with 97.2 percent of Table A entitlement.  
3 Breaux reported that formation of the finance JPA composed of some of the SWP contractors is needed since the 
Department of Water Resources (DWR) has filed a validation action to “affirm” that it has “authority over finance 
matters” for the project. While DWR’s authority is being affirmed, the JPA would manage the project’s financings 
by marketing bonds and then transferring the proceeds to DWR, which would repay the finance JPA through 
revenues collected via the statement of charges DWR levies on the SWP contractors. If DWR is found to not have 
authority to issue bonds to finance the project, then the JPA would continue to handle the project’s financing as 
described. 
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that the finance JPA’s structure is fairly established. However, it remains unclear which other 
contractors would be a part of the finance JPA. Further in the discussion Murray focused on the 
“Gap” funding needs4 and asked how MWD would provide its share. Breaux said that MWD 
could utilize its unrestricted reserves and the two “revolving lines of credit” it has.  
 
Turning the MWD’s analysis of the project, Vásquez-Wilson asked, “is everyone agreeing with, 
or using our three papers?” Patterson replied that not everyone “looks at the project the same 
way” and that MWD views the project “as an investment in reliability” with the “costs being 
spread over our total water supply.” In contrast, Patterson said that some of the agricultural 
contractors are analyzing the project from an incremental water supply perspective. General 
Manager Kightlinger noted that “there’s a lot of talk about who’s in, who’s out,” but emphasized 
that MWD will only seek Board authorized to “do our share” and that if another contractor 
offered MWD its share of the project staff would return “to the Board for a subsequent decision.” 
Later, Patterson said that all south-of-Delta SWP contractors “would be in the project” and in the 
future, they would be able to opt out of the project if they could find another contractor to 
transfer its “benefit [to] for some money.” In contrast, CVP contractors must opt into the project.   
 
Along the same theme of how agencies view the project, Director Blois (Calleguas) suggested 
that WaterFix is “an investment or protection of our existing asset” (the SWP). Later, Director 
McKenney (Municipal Water District of Orange County) echoed Blois’ perspective that 
WaterFix is an investment, one “to improve our system.” Describing the project as “as smart 
choice” and “so reasonable,” McKenney said “we should make our decision now” and if other 
contractors don’t participate MWD “could easily afford” to consider picking up more of the 
project.”5  
 
Turning to how the benefits of the project are assessed, Director Hogan asked if MWD is 
assuming a supply benefit of 1.3 million acre-feet as the baseline of the project and if others are 
using the same metric. Kightlinger responded that “regardless of the 1.3 million acre-feet, it costs 
the same,” which, in MWD’s service area, is $2 per household per month.6 Director Abdo (Santa 
Monica) pointed out that each member agency has a different reliance on MWD and asked how 
much the project would cost the various member agencies. Confirming that the $2 estimate is an 
average, Kightlinger said that if an agency gets 100 percent of its water from MWD then the cost 
would be $4 per household per month. Kightlinger urged the Board to “talk to your own provider 
and they’ll have a better handle on exactly what the retail impacts will be.”  
 
Following staff’s presentation, Kightlinger described the next steps in the Board’s consideration 
of the project. Prior to the Special Board meeting on September 26, Kightlinger said staff would 

                                            
4 DWR’s funding for pre-construction activities will be exhausted at the end of calendar year 2017. Starting in 
January 2018 until the first revenue bonds are issued for the project, DWR intends to have SWP and CVP 
contractors pay for these costs, which would be reimbursed with proceeds from the first bonds issued through the 
finance JPA.  
5 Staff’s presentation projected MWD’s capital cost share of WaterFix would be $4.3 billion and that annual project 
costs, including capital and operations and maintenance, would be between $207 million and $334 million assuming 
all south-of-Delta SWP and all CVP contractors participate.   
6 Although the project would cost the same, the baseline plays an important role in determining the dollar per acre-
foot value of the project and understanding how such a large investment would compare to other alternative 
supplies.  
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address “in writing” “all the questions, comments that we’ve heard.” Previously, Abdo urged, 
and Dake agreed with her, that MWD provide more time for cities and agencies to respond to 
their stakeholders. After the presentation, Chairman Record (Eastern) replied to these comments, 
saying he would like to stick to the current timeline and suggested there would not be a time that 
works for everyone. Murray described this timeline as “not realistic,” noting that although “this 
process has been going on for 10 or 11 years, but it’s all been preparatory” and “almost up until 
today, a number of questions pertaining to the cost and how that cost will be allocated has not 
been available to us.” Steiner echoed Murray’s comments to extend the timeline, noting that 
agencies need time to “digest” the information MWD has provided.  



Keith Lewinger 
(760) 533-6403 

keith.lewinger@gmail.com  
 

 

 
 
August 8, 2017 
 
Randy Record 
Chairman, Metropolitan Water District 
 of Southern California 
P.O. Box 54153 
Los Angeles, CA 90054-0153 
 
RE: Demand for Disclosure of Ethics Office Report and Related Information, 
 Subject: Keith Lewinger; and  
 California Public Records Act Request for Public Information 
 
Dear Chairman Record, 
 
Almost two years ago, in December 2015, you informed me that you had filed a complaint with 
MWD's Ethics Officer, claiming I had improperly disclosed confidential information.  As a result 
of your complaint, a preliminary review was opened by the Ethics Office and it conducted an 
initial review, interviewing me and I believe others, to determine if a full investigation was 
warranted.  This process was consistent with established Ethics Office policies and procedures. 
 
On April 25, 2017, 14 months later, my case was included in a comprehensive report by the 
Ethics Officer to the Audit and Ethics Committee by the Ethics Officer as being the subject of an 
ongoing preliminary review.   See Ethics Officer's report of Fourth Quarter 2016 and First 
Quarter 2017 activities, slide 4, "Release of confidential records - Director".  Shortly thereafter, 
in May 2017, I was informed by the Ethics Officer that a closing memo or report had been 
written, concluding that a full investigation was not warranted and that the matter would be 
closed.   
 
In her July 3, 2017 email to the Board of Directors, the Ethics Officer states that,  
 

The general counsel recently submitted a report to the chairman and me 
regarding the Ethics Offices' handling of a complaint.  As I read it, the report 
addressed not just Ethics Office procedures and conclusions, but her perceptions 
of my motives, competence and even my professional integrity.  I believe her 
writing contained factual errors and mischaracterization.  Yet, I did not have an 
opportunity to respond to its conclusions before it was submitted and, even then, 
was not expressly asked for my input.  I do not know whether the response I 
submitted was reviewed or considered. 
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Chairman Randy Record, Metropolitan Water District of Southern California 
RE:  Demand for Disclosure of Ethics Office Report and Public Records Act Request 
August 8, 2017 
Page 2 
   
 

 

I believe that these communications between you, the General Counsel and Ethics Officer 
relate at least in part, if not wholly, to your claim against me and your apparent disagreement 
with the determination by the independent Ethics Officer that a further investigation is not 
warranted.  If true, these actions and activities are not consistent with established Ethics Office 
policies and procedures.  If these communications are related to your complaint against me, I 
should, as the subject of the investigation, have the right to provide information and defend 
myself against your baseless accusations. Moreover, information about use of your influence as 
Chairman of the Board of Directors to improperly influence the outcome of an independent 
investigation by the Ethics Office is a matter of great public importance and should be disclosed 
to the public.   
 
At the June 27 Executive Committee meeting, you stated that your appointment of a 
Subcommittee of the Audit and Ethics Committee was not only to talk about Ethics Office 
policies and procedures, but to address concerns that had been brought to your attention, 
including "specific investigations."  As a result, the Ethics Office report closing its preliminary 
investigation of your claims against me has been swept up in the concealment of all Ethics 
Office reports, now withdrawn from publication pending further developments of your 
appointed Subcommittee.  To this date, I have not been provided with a copy of 1) the written 
report or closing memo from the Ethics Office; 2) the General Counsel's report commenting 
thereon; or 3) the Ethics Officer's response to the General Counsel's report.  As the subject of 
this investigation, I find it extremely troubling that you, as the complainant, have seen all of 
these reports but I have not.  This process is not consistent with established Ethics Office 
policies and procedures. 
 
As the subject of this investigation, and as a member of the MWD Board of Directors, this is a 
formal demand, under all applicable provisions of law, including the California Public Records 
Act, 1) to MWD and its General Counsel; and 2) to the MWD Ethics Officer, for:  
 

(1) a copy of the closing memo and/or report prepared by the Ethics Office following its 
review of your allegations against me;  

(2) a copy of the memo and/or report submitted by the General Counsel to you regarding 
the Ethics Office's review and closing memo and/or report;  

(3) a copy of the written response by the Ethics Office to the General Counsel's memo 
and/or report; and  

(4) a copy of any and all communications, internal and external to MWD, including emails, 
writings and other documents in the possession of MWD regarding the subject of your 
claim against me and investigation thereof.   
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RE:  Demand for Disclosure of Ethics Office Report and Public Records Act Request 
August 8, 2017 
Page 3 
   
 

 

There was much concern expressed at the July 11, 2017 Audit and Ethics Committee meeting 
about the importance of "due process" for subjects of investigation by the Ethics Office, and for 
"transparency," however, each of these qualities appears to be sorely lacking in this process.  
Indeed, MWD's arbitrary actions and secretive proceedings are far more characteristic of a star 
chamber than the work of a California public agency, let alone one that was specifically found 
to be in need of an independent Ethics Office when the Legislature passed SB 60 many years 
ago. 
 
I also make this request on behalf of the public that SB 60 was intended to protect. SB 60 was 
not passed to protect board members or top management officials at MWD; rather, the 
information that is now being withheld is precisely the kind of information the Legislature has 
determined the public has a right to know.  The Ethics Office followed the practice of publishing 
its reports until now, when, under the direction of the General Counsel based on undisclosed 
claims of confidentiality and privilege, the practice was summarily halted due to obvious 
political pressure from you and MWD management. 
 
I will appreciate and expect your prompt delivery of the requested documents to me, which 
should be readily accessible. I also request that the documents be made available to the public 
and provided to all MWD board members. 
 
Sincerely, 
 

 
 
Keith Lewinger 
 
cc: MWD Board of Directors 
 Deena Ghaly, Ethics Officer 
 Marcia Scully, General Counsel 
 Jeff Kightlinger, General Manager 
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F&I Committee 
B. Barbre, Chair 
R. Wunderlich, V. Chair 
S. Blois 
G. Dake 
D. Dear 
D. De Jesus 
S. Faessel 
W. Gedney  
C. Kurtz 
K. Lewinger 
M. Martinez 
L. McKenney 
L. Paskett 
M. Ramos 
E. Saxod  
Z. Sinanyan  
 
 

REVISED AGENDA  
Adjourned Finance and 
Insurance Committee 
Meeting with Board of Directors* 
 
August 14, 2017 
 
9:30 a.m. -- Room 2-456 
 

 
Monday, August 14, 2017 

Meeting Schedule 

9:30 a.m. Rm. 2-456 F&I 

10:30 a.m. Rm. 2-145 E&O 

12:30 p.m. Rm. 2-456 C&L 

2:00 p.m. Boardroom Joint Bay-Delta 
and WP&S 

 
 

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

* The Metropolitan Water District’s Finance and Insurance Committee meeting is noticed as a joint 
committee meeting with the Board of Directors for the purpose of compliance with the Brown Act.  
Members of the Board who are not assigned to the Finance and Insurance Committee may attend and 
participate as members of the Board, whether or not a quorum of the Board is present.  In order to 
preserve the function of the committee as advisory to the Board, members of the Board who are not 
assigned to the Finance and Insurance Committee will not vote on matters before the Finance and 
Insurance Committee. 
 
 
 
1. Opportunity for members of the public to address the committee on 

matters within the committee's jurisdiction (As required by Gov. Code 
Section 54954.3(a)) 

 
 
 
2. Approval of the Minutes of the meeting of the Finance and Insurance 

Committee held July 10, 2017 
 
 
 
3. OTHER MATTERS 
 

 5A Report on list of certified assessed valuations for fiscal year 2017/18 and 
tabulation of assessed valuations, percentage participation, and vote 
entitlement of member agencies as of August 15, 2017.  (F&I)   
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4. CONSENT CALENDAR ITEMS — ACTION 
 

  None 
 

 
 
5. OTHER BOARD ITEMS — ACTION 
 

 8-1 Adopt CEQA determination and resolution establishing the tax rate for 
fiscal year 2017/18.  (F&I)   
 

Added  Recommendation: 
 
Option #1: 
 

Adopt the CEQA determination that the proposed action is not defined as a 
project and is not subject to CEQA, and   

a. Adopt the Resolution Levying Ad Valorem Property Taxes for the Fiscal 
Year Commencing July 1, 2017 and ending June 30, 2018 for the 
Purposes of The Metropolitan Water District of Southern California 
maintaining the tax rate at .0035% of assessed valuation (exclusive of 
annexation levies), the same rate levied in FY 2015/16; and 

b. Direct staff to transmit that resolution to the county auditors for the levy 
and collection of the ad valorem property tax. 

 
 
 

 
6. BOARD INFORMATION ITEMS 

 
  None  

 
 
 

7. COMMITTEE ITEMS 
 

 a. Quarterly Financial Report  
   
 b. Oral Report on Investment Activities  

 
 
 
8. MANAGEMENT REPORT 

 
 a. Chief Financial Officer’s report 
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9. FOLLOW-UP ITEMS 
 

  None 
 
 
 
10. FUTURE AGENDA ITEMS 
 
 
 
11. ADJOURNMENT 
 

 
 
NOTE: At the discretion of the committee, all items appearing on this agenda, whether or not expressly listed for action, 

may be deliberated and may be subject to action by the committee. 
 
  This committee reviews items and makes a recommendation for final action to the full Board of Directors.  Final 

action will be taken by the Board of Directors.  Agendas for the meeting of the Board of Directors may be obtained 
from the Board Executive Secretary.  This committee will not take any final action that is binding on the Board, even 
when a quorum of the Board is present. 

 
 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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E&O Committee 
G. Peterson, Chair 
S. Blois, Vice Chair 
B. Barbre  
P. Beard 
M. Camacho 
G. Dake 
D. De Jesus 
L. Dick 
S. Faessel  
D. Galleano 
W. Gedney  
R. Lefevre 
J. Morris 
F. Steiner 
C. Treviño 
J. Zurita 
 

 

Adjourned Engineering and 
Operations Committee 
Meeting with Board of Directors* 
 
August 14, 2017 
10:30 a.m.  –  Room 2-145 

 
Monday, August 14, 2017 

Meeting Schedule 

9:30 a.m. Rm. 2-456 F&I 

10:30 a.m. Rm. 2-145 E&O 

12:30 p.m. Rm. 2-456 C&L 

2:00 p.m. Boardroom Joint Bay-Delta 
and WP&S 

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

* The Metropolitan Water District’s Engineering and Operations Committee meeting is noticed as a joint 
committee meeting with the Board of Directors for the purpose of compliance with the Brown Act.  
Members of the Board who are not assigned to the Engineering and Operations Committee may attend 
and participate as members of the Board, whether or not a quorum of the Board is present.  In order to 
preserve the function of the committee as advisory to the Board, members of the Board who are not 
assigned to the Engineering and Operations Committee will not vote on matters before the Engineering 
and Operations Committee. 
 
 
 
1. Opportunity for members of the public to address the committee on 

matters within the committee's jurisdiction (As required by Gov. Code 
Section 54954.3(a)) 

 
 
 
2. Approval of the Minutes of the meeting of the Engineering and Operations 

Committee held July 10, 2017 
 
 
 
3. CONSENT CALENDAR ITEMS — ACTION 
 

 7-1 Adopt CEQA determination and appropriate $1.95 million; and award 
$767,201 contract to Environmental Construction, Inc. for installation 
of valves at the Lakeview Pipeline/Inland Feeder Intertie 
(Appropriation No. 15488).  (E&O)  
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  Recommendation: 
 

Option #1: 
 

Adopt the CEQA determination that the proposed action was 
previously addressed in the 2104 NOE and that no further 
environmental analysis or documentation is required, and 

a. Appropriate $1.95 million; and  
b. Award $767,201 contract to Environmental Construction, 

Inc. to install valves at the Lakeview Pipeline/Inland Feeder 
Intertie. 

 
   
 7-2 Adopt CEQA determination and award $280,238 contract to 

PK Construction for erosion control improvements at Garvey 
Reservoir (Appropriation No. 15480).  (E&O) 
 

  Recommendation: 
 

Option #1: 
 
Adopt CEQA determination that the proposed action has been previously 
addressed in the 2016 Notice of Exemption, and that no further 
environmental analysis or documentation is required, and  

Award $280,238 contract to PK Construction for erosion control 
improvements at Garvey Reservoir. 

 
 
 
 
4. OTHER BOARD ITEMS — ACTION 
 

 8-2 Adopt CEQA determination and appropriate $3.3 million; award 
$1,296,091 contract to PCL Construction, Inc. to replace an 
expansion joint on the Upper Feeder at the Santa Ana River Bridge; 
and authorize agreement with Rincon Consultants, Inc. in an amount 
not to exceed $400,000 (Appropriation No. 15441).  (E&O) 
 

Attachment 3, Page 5 of 36



Adjourned Engineering and Operations   August 14, 2017 
Committee Agenda 
Page 3 
 
 

REVISED: Date of Notice: August 10, 2017 

  Recommendation: 
 

Option #1: 
 

Adopt the CEQA determination that the proposed action has been 
previously addressed in the adopted 2012 MND, MMRP, and subsequent 
addenda, and that no further environmental analysis or documentation is 
required, and 

a. Appropriate $3.3 million;  
b. Award $1,296,091 contract to PCL Construction, Inc. to replace an 

expansion joint on the Upper Feeder at the Santa Ana River 
Bridge; and 

c. Authorize agreement with Rincon Consultants, Inc., in an amount 
not to exceed $400,000, for environmental support.  

 
   
 8-3 Adopt CEQA determination and appropriate $4.9 million; and 

authorize: (1) final design of the initial stage of building improvements 
for Metropolitan’s Headquarters Building; and  
(2) increase of $2.3 million to an agreement with ABSG Consulting, 
Inc., for a new not-to-exceed total of $7.6 million (Appropriation No. 
15473).  (E&O) 
 

  Recommendation: 
 

Option #1: 
 

Adopt the CEQA determination that the proposed action is categorically 
exempt, and 

a. Appropriate $4.9 million; 
b. Authorize final design of the initial stage of building-related 

improvements for Metropolitan’s Headquarters Building; and 
c. Authorize increase of $2.3 million to an agreement with ABSG 

Consulting, Inc., for a new not-to-exceed total of $7.6 million, for 
design of the improvements. 

 
   
 8-4 Adopt CEQA determination and appropriate $5.6 million; award 

$3,097,927 contract to Stronghold Engineering, Inc. for electrical 
upgrades at the Henry J. Mills Water Treatment Plant; and authorize 
increase of $374,000 to an agreement with Lee & Ro, Inc., for a new 
not-to-exceed total of $1,097,000 (Appropriation No. 15452).  (E&O) 
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Recommendation: 
 

Option #1: 
 
Adopt the CEQA determination that the proposed action was previously 
addressed in the 2010 categorical exemptions and that no further 
environmental analysis or documentation is required, and       

a. Appropriate $5.6 million; 
b. Award $3,097,927 contract to Stronghold Engineering, Inc. for 

electrical upgrades at the Mills plant; and 
c. Authorize increase of $374,000 to an agreement with  

Lee & Ro, Inc., for a new not-to-exceed total of $1,097,000, for 
technical support. 

 
   
 8-5 Adopt CEQA determination and appropriate $39.5 million; award 

$19,362,000 construction contract to Kiewit Infrastructure West Co. to 
line a portion of the Second Lower Feeder; award $2,375,513 
procurement contract to Southwest Valve and Equipment, Inc. for 
plug valves; and authorize: (1) agreement with Pure Technologies 
US, Inc. for electromagnetic pipeline inspections; (2) agreement with 
GeoPentech, Inc. for geotechnical support; (3) agreement with Helix 
Environmental Planning, Inc. for environmental support; (4) lease 
agreement with Hooman Enterprises, Inc.; and (5) lease agreement 
with Sares-Regis Group (Appropriation Nos. 15471 and 15497).  
(E&O)  
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  Recommendation: 
 

Option #1: 
 
Adopt the CEQA determination certifying Addendum No. 1 to the Final 
PEIR, and   

a. Appropriate $39.5 million;  

b. Award $19,362,000 construction contract to Kiewit Infrastructure 
West Co. to line a portion of the Second Lower Feeder; 

c. Award $2,375,513 procurement contract to Southwest Valve and 
Equipment, Inc. for plug valves; 

d. Authorize agreement with Pure Technologies US, Inc., in an 
amount not to exceed $4.2 million, to perform electromagnetic 
pipeline inspections;  

e. Authorize agreement with GeoPentech, Inc., in an amount not to 
exceed $1.09 million, for geotechnical support;  

f. Authorize agreement with Helix Environmental Planning, Inc., in 
an amount not to exceed $1.95 million, for environmental support;  

g. Authorize lease agreement with Hooman Enterprises, Inc., in an 
amount not to exceed $2,197,000, for property to be used as a 
construction storage area; and  

h. Authorize lease agreement with Sares-Regis Group, in an amount 
not to exceed $690,000, for property to be used as a construction 
storage area. 

 
   
 8-6 Adopt CEQA determination and authorize a five-year reimbursable 

agreement with the California Department of Water Resources to 
provide services for State Water Project operations and maintenance 
activities for an amount not to exceed $25 million (including 
expenditures for subcontracts not to exceed $1.5 million per year).  
(E&O) 
 

  Recommendation: 
 

Option #1: 
 
Adopt the CEQA determination that the proposed action is categorically 
exempt, and  

a. Authorize a five-year reimbursable agreement with DWR  
to provide services for SWP operations and maintenance activities 
for an amount not to exceed $25 million; 

b. Entering into subcontracts greater than $250,000 to complete work 
under the agreement; and  

c. Entering into subcontracts as needed, not to exceed $1.5 million 
annually under the agreement.  
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 8-7 Adopt CEQA determination and authorize transmission and facility 
interconnection agreements with Southern California Edison for the 
Colorado River Aqueduct electric system.  (E&O) 
 

  Recommendation: 
 

Option #1: 
 
Adopt the CEQA determination that the proposed action is not defined as 
a project, and  

Authorize the General Manager to execute the Transmission 
Interconnection Agreement and the five Interconnected Facilities 
Agreements with Southern California Edison. 

 
 
 
 
5. BOARD INFORMATION ITEMS 

 
  None 

 
 
 
6. COMMITTEE ITEMS 
 

 a. Capital Investment Plan Quarterly Report for period ending 
June 2017. 

 
 
 
7. MANAGEMENT REPORTS 
 

 a. Water System Operations Manager’s report 
   
 b. Engineering Services Manager’s report 

 
 

 
8. FOLLOW-UP ITEMS 
 

  None 
 

 
 

9. FUTURE AGENDA ITEMS 
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10. ADJOURNMENT 
 
 
 
 
 
 
 
 
 
 
 
NOTE: At the discretion of the committee, all items appearing on this agenda, whether or not expressly listed 

for action, may be deliberated and may be subject to action by the committee. 
 
  This committee reviews items and makes a recommendation for final action to the full Board of 

Directors.  Final action will be taken by the Board of Directors.  Agendas for the meeting of the Board of 
Directors may be obtained from the Board Executive Secretary.  This committee will not take any final 
action that is binding on the Board, even when a quorum of the Board is present. 

 
 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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C&L Committee 
    C. Kurtz, Chair 
    G. Gray, Vice Chair 
    J. Abdo 
    L. Ackerman 
    S. Ballin 
    B. Barbre 
    M. Camacho 
    D. Galleano  
    M. Gold 
    R. Lefevre 
    K. Lewinger 
    J. Morris 
    J. Murray, Jr. 
    G. Peterson 
    E. Saxod  

L. Vasquez 

 

REVISED AGENDA  

Adjourned Communications and 
Legislation Committee 

Meeting with Board of Directors* 

 
August 14, 2017 
 
12:30 p.m.  --  Room 2-456 

 

Monday, August 14, 2017 
Meeting Schedule 

9:30 a.m. Rm. 2-456 F&I 

10:30 a.m. Rm. 2-145 E&O 

12:30 p.m. Rm. 2-456 C&L 

2:00 p.m. Boardroom Joint Bay-Delta 
and WP&S 

 
 

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

* The Metropolitan Water District’s Communications and Legislation Committee meeting is noticed as a 
joint committee meeting with the Board of Directors for the purpose of compliance with the Brown Act.  
Members of the Board who are not assigned to the Communications and Legislation Committee may 
attend and participate as members of the Board, whether or not a quorum of the Board is present.  In 
order to preserve the function of the committee as advisory to the Board, members of the Board who are 
not assigned to the Communications and Legislation Committee will not vote on matters before the 
Communications and Legislation Committee. 

 
 
 

1. Opportunity for members of the public to address the committee on 
matters within the committee's jurisdiction (As required by Gov. Code 
Section 54954.3(a)) 

 
 
 
2. Approval of the Minutes of the meeting of the Communications and 

Legislation Committee held July 10, 2017 
 
 
 
3. CONSENT CALENDAR ITEMS — ACTION 
 

  None  
 
 
 
4. OTHER BOARD ITEMS — ACTION 
 

 8-8 Adopt CEQA determination and adopt Legislative Policy Principles on 
Stormwater Capture.  (C&L)   
 

REVISED: Date of Notice:  August 10, 2017 
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  Recommendation: 

 
Option #1: 
 
Adopt the CEQA determination that the proposed action is not defined as a 
project and is not subject to CEQA, and 

Adopt the Legislative Policy Principles on Stormwater Capture. 
 

   
 8-9 Adopt CEQA determination and express opposition unless amended to 

HR 23 (Valadao, R-CA): Gaining Responsibility on Water Act of 2017.  
(C&L)   
 

Added  Recommendation: 
 

Option #1: 
 
Adopt the CEQA determination that the proposed action is not defined as a 
project and is not subject to CEQA, and 

Authorize the General Manager to oppose HR 23, unless amended. 
 

   
Withdrawn 8-10 Adopt CEQA determination and express opposition, unless amended, to 

SB 623 (Monning, D-Carmel):  Water Quality: Safe and Affordable Drinking 
Water Fund.  (C&L)   
 

   
 8-11 Adopt CEQA determination and express opposition, unless amended, to 

SB 49 (De León, D-Los Angeles; Stern, D-Calabasas):  California 
Environmental, Public Health, and Workers Defense Act of 2017.  (C&L)   
 

Added  Recommendation: 
 

Option #1: 
 
Adopt the CEQA determination that the proposed action is not defined as a 
project and is not subject to CEQA, and 

Authorize the General Manager to oppose SB 49, unless amended. 
 
 

 
5. BOARD INFORMATION ITEMS 
 

  None 

 
 
 

  

REVISED: Date of Notice:  August 10, 2017 
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6. COMMITTEE ITEMS 
 

 a. Report on activities from Washington, D.C. 
   
 b. Report on activities from Sacramento 

 
 
 
7. MANAGEMENT REPORT  

 
 a. External Affairs Management report 

 
 
 
8. FOLLOW-UP ITEMS 
 

  None 

 
 
 
9. FUTURE AGENDA ITEMS 
 
 
 
10. ADJOURNMENT 

 
 
 
NOTE: At the discretion of the committee, all items appearing on this agenda, whether or not expressly listed 

for action, may be deliberated and may be subject to action by the committee. 
 
 This committee reviews items and makes a recommendation for final action to the full Board of 

Directors.  Final action will be taken by the Board of Directors.  Agendas for the meeting of the Board of 
Directors may be obtained from the Board Executive Secretary.  This committee will not take any final 
action that is binding on the Board, even when a quorum of the Board is present. 

 
 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.  

REVISED: Date of Notice:  August 10, 2017 
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WP&S Committee 

G. Gray, Chair 
R. Atwater, Vice Chair 
J. Abdo 
L. Ackerman 
M. Camacho 
D. De Jesus  
L. Dick 
K. Lewinger 
J. Morris 
L. Paskett 
G. Peterson 
J. Quiñonez 
F. Steiner 
R. Wunderlich 
 

Bay-Delta Committee 
G. Peterson, Chair 
R. Lefevre, Vice Chair 
L. Ackerman 
P. Beard 
M. Camacho 
D. De Jesus 
G. Gray 
L. McKenney 
J. Morris 
L. Paskett 
F. Steiner 

 

 

 
Joint Meeting of the 
Special Committee on Bay-Delta  
  and 
Water Planning and Stewardship 
Committee 
 
AND  
 
Water Planning and Stewardship 
Committee 
 
Meeting with Board of Directors* 

 
August 14, 2017 
 
2:00 p.m. – Board Room  
 
 

 
 
 

Monday, August 14, 2017 
Meeting Schedule 

9:30 a.m. Rm. 2-456 F&I 

10:30 a.m. Rm. 2-145 E&O 

12:30 p.m. Rm. 2-456 C&L 

2:00 p.m. Boardroom Joint Bay-
Delta and 
WP&S 

 

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

* The Metropolitan Water District’s Water Planning and Stewardship Committee and the Special 
Committee on Bay-Delta are noticed as a joint committee meeting with the Board of Directors for the 
purpose of compliance with the Brown Act.  Members of the Board who are not assigned to the Water 
Planning and Stewardship Committee and the Special Committee on Bay-Delta may attend and 
participate as members of the Board, whether or not a quorum of the Board is present.  In order to 
preserve the function of the committees as advisory to the Board, members of the Board who are not 
assigned to the Water Planning and Stewardship Committee and the Special Committee on Bay-Delta will 
not vote on matters before the Water Planning and Stewardship Committee and the Special Committee 
on Bay-Delta. 

 
 

JOINT MEETING OF SPECIAL COMMITTEE ON BAY-DELTA  
AND WATER PLANNING AND STEWARDSHIP COMMITTEE 

 
 

1. Opportunity for members of the public to address the committees on 
matters within the committees’ jurisdiction (As required by Gov. Code 
Section 54954.3(a)) 

 
 

2. Approval of the Minutes of the Joint Meeting of the Special Committee on 
Bay-Delta and Water Planning and Stewardship Committee July 25, 2017 

 
 

  
Date of Notice:  August 3, 2017 
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  August 14, 2017 
Joint Meeting of the Bay-Delta Committee Water Planning  
and Water Planning and Stewardship Committee Agenda 
Page 2 
 

 
3. INFORMATION ITEMS 
 

 a. Modernizing the System: California WaterFix Finance and Cost Allocation 
White Paper  

 
 
 
4. FOLLOW-UP ITEMS 
 
 
 
5. FUTURE AGENDA ITEMS 

 
 
 

6. ADJOURNMENT OF THE JOINT MEETING OF SPECIAL COMMITTEE ON 
BAY-DELTA AND WATER PLANNING AND STEWARDSHIP COMMITTEE  

  
 

 
 

ADJOURNED WATER PLANNING AND STEWARDSHIP COMMITTEE 
 
 
 

7. Approval of the Minutes of the Water Planning and Stewardship Committee 
held July 10, 2017 

 
 

 
8. CONSENT CALENDAR ITEMS — ACTION 
 

  None 
 
 
 
9. OTHER BOARD ITEMS — ACTION 
 

  None 
 
 
 
10. BOARD INFORMATION ITEMS 
 

  None 
 

REVISED: Date of Notice:  August 10, 2017 
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  August 14, 2017 
Joint Meeting of the Bay-Delta Committee Water Planning  
and Water Planning and Stewardship Committee Agenda 
Page 3 
 

 
11. COMMITTEE ITEMS 
 

 a. Metropolitan Climate Change Impacts and Adaptations 
 
 
 
12. MANAGEMENT REPORTS 
 

 a. Bay-Delta Matters  
   
 b. Colorado River Matters 

   

 c. Water Resource Management Manager's report 

 
 
 
13. FOLLOW-UP ITEMS 
 
 
 
14. FUTURE AGENDA ITEMS 
 

  None 
 
 
15. ADJOURNMENT 
 

 
 
 
 
NOTE: At the discretion of the committees, all items appearing on this agenda, whether or not expressly listed 

for action, may be deliberated and may be subject to action by the committees. 
 
These committees review items and make a recommendation for final action to the full Board of 
Directors.  Final action will be taken by the Board of Directors.  Agendas for the meeting of the Board of 
Directors may be obtained from the Board Executive Secretary.  These committees will not take any 
final action that is binding on the Board, even when a quorum of the Board is present. 
 
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.   

REVISED: Date of Notice:  August 10, 2017 
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Date of Notice:  August 2, 2017 

 
L&C Committee 

J. Quiñonez, Chair 
L. McKenney, V. Chair 
R. Atwater 
M. Camacho 
G. Cordero 
D. Dear 
L. Dick 
J. Murray, Jr. 
L. Paskett 
Z. Sinanyan  
F. Steiner 
R. Wunderlich 
 

 
Adjourned Legal and Claims 
Committee 
Meeting with Board of Directors* 
 
August 15, 2017 
 
9:00 a.m.  --  Room 2-145 
 
 
 

 
Tuesday, August 15, 2017 

Meeting Schedule 

9:00 a.m. Rm. 2-145 L&C 

10:00 a.m. Rm. 2-456 RP&AM 

10:30 a.m. Rm. 2-145 OP&T  

12:00 p.m. Boardroom Board Meeting 

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

* The Metropolitan Water District’s Legal and Claims Committee meeting is noticed as a joint committee 
meeting with the Board of Directors for the purpose of compliance with the Brown Act.  Members of the 
Board who are not assigned to the Legal and Claims Committee may participate as members of the 
Board, whether or not a quorum of the Board is present.  In order to preserve the function of the 
committee as advisory to the Board, members of the Board who are not assigned to the Legal and Claims 
Committee will not vote on matters before the Legal and Claims Committee. 
 
 
1. Opportunity for members of the public to address the committee on 

matters within the committee’s jurisdiction (As required by Gov. Code 
Section 54954.3(a)) 

 
 
2. Approval of the Minutes of the meetings of the Legal and Claims 

Committee held July 11, 2017 
 
 
3. MANAGEMENT REPORTS 
 

 a. General Counsel’s report of monthly activities 
 
 
4. CONSENT CALENDAR ITEMS — ACTION 

 
 7-5 Adopt CEQA determination and authorize increase of $100,000 to an 

amount not to exceed $300,000 for contract with GeoPentech, Inc. for 
consulting services; and report on Nevada Environmental Response Trust 
Site (former Tronox Site) in Henderson, Nevada.  (L&C) 
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Adjourned Legal and Claims Committee  August 15, 2017 
Agenda 
Page 2 

Date of Notice:  August 2, 2017 

  Recommendation: 
 

Option #1:  
 
Adopt the CEQA determination that the proposed action is not subject to 
the provisions of CEQA, and 

Authorize amendment of the contract for consulting services with 
GeoPentech, Inc. for the In Re Tronox Incorporated, et al. matter to 
increase the maximum amount payable by $100,000 to a maximum 
amount of $300,000. 

 
 
 
 

5. OTHER BOARD ITEMS — ACTION 
 

  None 
 
 
 
6. BOARD INFORMATION ITEMS 

 
  None 

 
 
 

 7. COMMITTEE ITEMS 
 
 a. Report on appellate opinions in Orange County Water District v. Alcoa 

Global Fasteners, Inc., et al., Case No. D070771, and Orange County 
Water District v. MAG Aerospace Industries, Inc., Case No. D070562, filed 
in the Court of Appeal, Fourth Appellate District, Division One. 
[Conference with legal counsel – existing and anticipated litigation; to be heard in 
closed session pursuant to Gov. Code Section 54956.9(d)(1) and (d)(2)] 
 

   
 b. Report on San Diego County Water Authority v. Metropolitan Water District 

of Southern California, et al., San Francisco County Superior Court Case 
Nos. CPF-10-510830, CPF-12-512466, CPF-14-514004 and CPF-16-
515282; the appeal of the 2010 and 2012 actions, Court of Appeal for the 
First Appellate District Case Nos. A146901 and A148266; and Los Angeles 
County Superior Court Case No. BS169881. 
[Conference with legal counsel – existing litigation; to be heard in closed session 
pursuant to Gov. Code Section 54956.9(d)(1)] 
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Adjourned Legal and Claims Committee  August 15, 2017 
Agenda 
Page 3 

Date of Notice:  August 2, 2017 

8. FOLLOW-UP ITEMS 
 

 
 

9. FUTURE AGENDA ITEMS 
 
 
 
10. ADJOURNMENT 

 
 
 
 
 
 
 
 
 
NOTE: At the discretion of the committee, all items appearing on this agenda, whether or not expressly listed 

for action, may be deliberated and may be subject to action by the committee. 
 
 This committee reviews items and makes a recommendation for final action to the full Board of 

Directors.  Final action will be taken by the Board of Directors.  Agendas for the meeting of the Board of 
Directors may be obtained from the Board Executive Secretary.  This committee will not take any final 
action that is binding on the Board, even when a quorum of the Board is present. 

 
 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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Real Property and Asset Management   December113, 2012 
Committee Agenda 
Page 1 
 

Date of Notice:  August 3, 2017 

 
RP&AM Committee 
M. Camacho, Chair 
G. Dake, Vice Chair 
P. Beard 
D. Dear 
L. Dick 
M. Hogan 
G. Peterson 
M. Ramos 
C. Treviño 
R. Wunderlich 
 
 
 

 
Adjourned Real Property and 
Asset Management Committee 
 
Meeting with Board of Directors* 
 
August 15, 2017 
 
10:00 a.m.  --  Room 2-456 
 

 

Tuesday, August 15, 2017 
Meeting Schedule 

9:00 a.m. Rm. 2-145 L&C 

10:00 a.m. Rm. 2-456 RP&AM 

10:30 a.m. Rm. 2-145 OP&T  

12:00 p.m. Boardroom Board 
Meeting 

 
 

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

* The Metropolitan Water District’s Real Property and Asset Management Committee meeting is noticed as a joint 
meeting with the Board of Directors for the purpose of compliance with the Brown Act.  Members of the Board who 
are not assigned to the Real Property and Asset Management Committee may attend and participate as members 
of the Board, whether or not a quorum of the Board is present.  In order to preserve the function of the committee as 
advisory to the Board, members of the Board who are not assigned to the Real Property and Asset Management 
Committee will not vote on matters before the Real Property and Asset Management Committee. 

 
 
 

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

 
 
 

2. Approval of the Minutes of the meeting of the Real Property and Asset 
Management Committee held June 13, 2017 

 
 
 

3. CONSENT CALENDAR ITEMS — ACTION 
 

 7-3 Adopt CEQA determination and authorize granting a permanent 
easement amendment for gas pipelines to Southern California Gas 
Company (SCGC) on Metropolitan-owned property located in the county 
of Los Angeles.  (RP&AM) 
 

  Recommendation: 
 

Option #1: 
 
Adopt CEQA determination that the proposed action is statutorily exempt 
and categorically exempt, and  

Authorize the General Manager to grant a permanent easement to the 
Southern California Gas Company.  

 
   

Attachment 3, Page 20 of 36



Adjourned Real Property and Asset    August 15, 2017 
Management Committee Agenda  
Page 2 
 
 

Date of Notice:  August 3, 2017 

 7-4 Adopt CEQA determination and enter into four long-term license 
agreements with the Southern California Edison Company and one 
long-term license agreement with Blythe Energy, Inc., for electrical 
transmission facilities on Metropolitan’s fee-owned property in San 
Bernardino and Riverside Counties.  (RP&AM) 
 

  Recommendation: 
 

Option #1: 
 
Adopt CEQA determination that the proposed action is not defined as a 
project and is not subject to CEQA, and  

Authorize Metropolitan to allow the Southern California Edison Company 
and Blythe Energy, Inc. land use and access rights to their facilities on 
Metropolitan fee-owned property via license agreements. 

 
 
 

4. OTHER BOARD ITEMS – ACTION 
 

  None  
 
 
 

5. BOARD INFORMATION ITEMS 
 

  None  
 
 
 

6. COMMITTEE ITEMS 
 

 a. Bay-Delta Quarterly Update  
   
 b. Diamond Valley Lake Quarterly Report  

 
 
 

7. MANAGEMENT REPORT 
 

 a. Real Property Management Manager's Report 
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Adjourned Real Property and Asset    August 15, 2017 
Management Committee Agenda  
Page 3 
 
 

Date of Notice:  August 3, 2017 

 
8. FOLLOW-UP ITEMS 

 
 
 

9. FUTURE AGENDA ITEMS 
 
 
 

10. ADJOURNMENT 
 
 
 
 
 
 

NOTE: At the discretion of the committee, all items appearing on this agenda, whether or not expressly listed 
for action, may be deliberated and may be subject to action by the committee. 
 
This committee reviews items and makes a recommendation for final action to the full Board of Directors.  Final 
action will be taken by the Board of Directors.  Agendas for the meeting of the Board of Directors may be obtained 
from the Board Executive Secretary.  This committee will not take any final action that is binding on the Board, 
even when a quorum of the Board is present. 
 
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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Date of Notice:  August 2, 2017 

 

OP&T Committee 
R. Wunderlich, Chair 
M. Camacho, V. Chair 
S. Ballin 
B. Barbre 
G. Cordero 
S. Faessel 
W. Gedney  
G. Gray  
M. Hogan 
L. McKenney 
J. Murray, Jr. 
J. Quiñonez 
C. Treviño 
L. Vasquez 
J. Zurita 

 

 

 

Adjourned Organization, 
Personnel and Technology 
Committee 
Adjourned Meeting with Board of 
Directors* 
 
August 15, 2017 
 
10:30 a.m.  --  Room 2-145 
 

 
Tuesday, August 15, 2017 
Revised Meeting Schedule 

9:00 a.m. Rm. 2-145 L&C 

10:00 a.m. Rm. 2-456 RP&AM 

10:30 a.m. Rm. 2-145 OP&T  

12:00 p.m. Board Room Board Meeting 
 

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

* The Metropolitan Water District’s meeting of the Organization, Personnel and Technology Committee is 
noticed as a joint committee meeting with the Board of Directors for the purpose of compliance with the 
Brown Act.  Members of the Board who are not assigned to the Organization, Personnel and Technology 
Committee may participate as members of the Board, whether or not a quorum of the Board is present.  
In order to preserve the function of the committee as advisory to the Board, members of the Board who 
are not assigned to the Organization, Personnel and Technology Committee will not vote on matters 
before the meeting of the Organization, Personnel and Technology Committee. 
 
 
 
1. Opportunity for members of the public to address the committee on 

matters within the committee’s jurisdiction (As required by Gov. Code 
Section 54954.3(a)) 

 
 
 
2. Approval of the Minutes of the meeting of the Organization, Personnel and 

Technology Committee held July 11, 2017 
 
 
 
3. CONSENT CALENDAR ITEMS – ACTION 

 
  None 
 
 

 
4. OTHER BOARD ITEMS – ACTION 
 

  None 
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Adjourned Organization, Personnel and  August 15, 2017 
Technology Committee Agenda 
Page 2 
 
 

Date of Notice:  August 2, 2017 

 5. BOARD INFORMATION ITEMS 
 

  None 
 
 

 6. COMMITTEE ITEMS 
 

 a. Update on Conference with Labor Negotiators. 
[Conference with Labor Negotiators to be heard in closed session pursuant to 
Gov. Code Section 54957.6. Agency Representative: Stephen Lem, Manager 
of Labor Relations and EEO Investigations Section. Employee Organizations: 
The Employees Association of The Metropolitan Water District of Southern 
California/AFSCME Chapter 1001 and The Supervisors Association] 

 
 
7. MANAGEMENT REPORT 
 
 
8. FOLLOW-UP ITEMS 

 
  None 

 
 
9. FUTURE AGENDA ITEMS 
 
 
10. ADJOURNMENT 
 

 
 
 
 
NOTE: At the discretion of the committee, all items appearing on this agenda, whether or not expressly 

listed for action, may be deliberated and may be subject to action by the committee. 
 
 This committee reviews items and makes a recommendation for final action to the full Board of 

Directors.  Final action will be taken by the Board of Directors.  Agendas for the meeting of the Board of 
Directors may be obtained from the Board Executive Secretary.  This committee will not take any final 
action that is binding on the Board, even when a quorum of the Board is present. 

 
 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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REVISED AGENDA  

Adjourned Board Meeting  

August 15, 2017 

12:00 p.m. – Boardroom 

 

August 15, 2017 
Meeting Schedule 

9:00 a.m. Rm. 2-145 L&C 

10:00 a.m. Rm. 2-456 RP&AM 

10:30 a.m. Rm. 2-145 OP&T  

12:00 p.m. Boardroom Board Meeting 

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

 

1. Call to Order 
   
 (a) Invocation:  Adrian Brown, Interim Team Manager with the 

Records Management and Imaging Services 
   
 (b) Pledge of Allegiance:  Director Larry D. Dick,  

Municipal Water District of Orange 
County 

   
   

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 Gov. Code § 54954.3(a) 

  
  

5. OTHER MATTERS 
   
 A. Report on list of certified assessed valuations for fiscal year 

2017/18 and tabulation of assessed valuations, percentage 
participation, and vote entitlement of member agencies as of 
August 15, 2017. (F&I)   

   
 B. Approval of the Minutes of the Meeting for July 11, 2017.   

(A copy has been mailed to each Director) 
Any additions, corrections, or omissions 

   

 C. Report on Directors’ events attended at Metropolitan expense for 
month of June  

   
  

REVISED: Date of Notice:  August 11, 2017 
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Adjourned Board Meeting Agenda   August 15, 2017 
Page 2 
 

 
 D. Approve committee assignments 
   
 E.  Chairman's Monthly Activity Report 

 
 
 

6. DEPARTMENT HEADS' REPORTS 
   
 A. General Manager's summary of Metropolitan's activities for the 

month of July  
   

 B. General Counsel’s summary of Legal Department activities for 
the month of July 

   
 C. General Auditor’s summary of activities for the month of July 

   
 D. Ethics Officer’s summary of activities for the month of July 

 
 
 

7. CONSENT CALENDAR ITEMS — ACTION 
   
 7-1 Adopt CEQA determination and appropriate $1.95 million; and 

award $767,201 contract to Environmental Construction, Inc. for 
installation of valves at the Lakeview Pipeline/Inland Feeder 
Intertie (Appropriation No. 15488).  (E&O)  
 

  Recommendation: 
 

Option #1: 
 
Adopt the CEQA determination that the proposed action was 
previously addressed in the 2104 NOE and that no further 
environmental analysis or documentation is required, and 

a. Appropriate $1.95 million; and  
b. Award $767,201 contract to Environmental Construction, 

Inc. to install valves at the Lakeview Pipeline/Inland Feeder 
Intertie. 

 
   
 7-2 Adopt CEQA determination and award $280,238 contract to 

PK Construction for erosion control improvements at Garvey 
Reservoir (Appropriation No. 15480).  (E&O) 
 

REVISED: Date of Notice:  August 11, 2017 
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Adjourned Board Meeting Agenda   August 15, 2017 
Page 3 
 

 
  Recommendation: 

 
Option #1: 
 
Adopt CEQA determination that the proposed action has been 
previously addressed in the 2016 Notice of Exemption, and that no 
further environmental analysis or documentation is required, and  

Award $280,238 contract to PK Construction for erosion control 
improvements at Garvey Reservoir. 

 
   
 7-3 Adopt CEQA determination and authorize granting a permanent 

easement amendment for gas pipelines to Southern California 
Gas Company (SCGC) on Metropolitan-owned property located 
in the county of Los Angeles.  (RP&AM) 
 

  Recommendation: 
 

Option #1: 
 
Adopt CEQA determination that the proposed action is statutorily 
exempt and categorically exempt, and  

Authorize the General Manager to grant a permanent easement 
to the Southern California Gas Company.  

 
   
 7-4 Adopt CEQA determination and enter into four long-term license 

agreements with the Southern California Edison Company and one 
long-term license agreement with Blythe Energy, Inc., for electrical 
transmission facilities on Metropolitan’s fee-owned property in San 

Bernardino and Riverside Counties.  (RP&AM) 
 

  Recommendation: 
 

Option #1: 
 
Adopt CEQA determination that the proposed action is not defined 
as a project and is not subject to CEQA, and  

Authorize Metropolitan to allow the Southern California Edison 
Company and Blythe Energy, Inc. land use and access rights to 
their facilities on Metropolitan fee-owned property via license 
agreements. 

 
   
 7-5 Adopt CEQA determination and authorize increase of $100,000 

to an amount not to exceed $300,000 for contract with 
GeoPentech, Inc. for consulting services; and report on Nevada 
Environmental Response Trust Site (former Tronox Site) in 
Henderson, Nevada.  (L&C) 
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  Recommendation: 

 
Option #1: 
 
Adopt the CEQA determination that the proposed action is not 
subject to the provisions of CEQA, and 

Authorize amendment of the contract for consulting services 
with GeoPentech, Inc. for the In Re Tronox Incorporated, et al. 
matter to increase the maximum amount payable by $100,000  
to a maximum amount of $300,000. 

 
   

END OF CONSENT CALENDAR 
 
 
 

8. OTHER BOARD ITEMS — ACTION 
   
 8-1 Adopt CEQA determination and resolution establishing the tax 

rate for fiscal year 2017/18.  (F&I)  
 

Added  Recommendation: 
 
Option #1: 
 

Adopt the CEQA determination that the proposed action is not 
defined as a project and is not subject to CEQA, and   

a. Adopt the Resolution Levying Ad Valorem Property Taxes 
for the Fiscal Year Commencing July 1, 2017 and ending 
June 30, 2018 for the Purposes of The Metropolitan Water 
District of Southern California maintaining the tax rate at 
.0035% of assessed valuation (exclusive of annexation 
levies), the same rate levied in FY 2015/16; and 

b. Direct staff to transmit that resolution to the county auditors 
for the levy and collection of the ad valorem property tax. 

 
   
 8-2 Adopt CEQA determination and appropriate $3.3 million; award 

$1,296,091 contract to PCL Construction, Inc. to replace an 
expansion joint on the Upper Feeder at the Santa Ana River 
Bridge; and authorize agreement with Rincon Consultants, Inc. 
in an amount not to exceed $400,000 (Appropriation No. 15441).  
(E&O) 
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  Recommendation: 

 
Option #1: 
 
Adopt the CEQA determination that the proposed action has been 
previously addressed in the adopted 2012 MND, MMRP, and 
subsequent addenda, and that no further environmental analysis or 
documentation is required, and 

a. Appropriate $3.3 million;  
b. Award $1,296,091 contract to PCL Construction, Inc. to 

replace an expansion joint on the Upper Feeder at the Santa 
Ana River Bridge; and 

c. Authorize agreement with Rincon Consultants, Inc., in an 
amount not to exceed $400,000, for environmental support.  
 

   
 8-3 Adopt CEQA determination and appropriate $4.9 million; and 

authorize: (1) final design of the initial stage of building 
improvements for Metropolitan’s Headquarters Building; and  
(2) increase of $2.3 million to an agreement with ABSG 
Consulting, Inc., for a new not-to-exceed total of $7.6 million 
(Appropriation No. 15473).  (E&O) 
 

  
 

Recommendation: 
 

Option #1: 
 
Adopt the CEQA determination that the proposed action is 
categorically exempt, and 

a. Appropriate $4.9 million; 
b. Authorize final design of the initial stage of building-related 

improvements for Metropolitan’s Headquarters Building; and 
c. Authorize increase of $2.3 million to an agreement with 

ABSG Consulting, Inc., for a new not-to-exceed total of $7.6 
million, for design of the improvements. 

 
   
 8-4 Adopt CEQA determination and appropriate $5.6 million; award 

$3,097,927 contract to Stronghold Engineering, Inc. for electrical 
upgrades at the Henry J. Mills Water Treatment Plant; and 
authorize increase of $374,000 to an agreement with Lee & Ro, 
Inc., for a new not-to-exceed total of $1,097,000 (Appropriation 
No. 15452).  (E&O) 
 

REVISED: Date of Notice:  August 11, 2017 

Attachment 3, Page 29 of 36



Adjourned Board Meeting Agenda   August 15, 2017 
Page 6 
 

 
  

 
Recommendation: 
 

Option #1: 
 

Adopt the CEQA determination that the proposed action was 
previously addressed in the 2010 categorical exemptions and that 
no further environmental analysis or documentation is required, 
and       

a. Appropriate $5.6 million; 
b. Award $3,097,927 contract to Stronghold Engineering, Inc. 

for electrical upgrades at the Mills plant; and 
c. Authorize increase of $374,000 to an agreement with  

Lee & Ro, Inc., for a new not-to-exceed total of $1,097,000, 
for technical support. 

 
   
 8-5 Adopt CEQA determination and appropriate $39.5 million; award 

$19,362,000 construction contract to Kiewit Infrastructure West 
Co. to line a portion of the Second Lower Feeder; award 
$2,375,513 procurement contract to Southwest Valve and 
Equipment, Inc. for plug valves; and authorize: (1) agreement 
with Pure Technologies US, Inc. for electromagnetic pipeline 
inspections; (2) agreement with GeoPentech, Inc. for 
geotechnical support;  (3) agreement with Helix Environmental 
Planning, Inc. for environmental support; (4) lease agreement 
with Hooman Enterprises, Inc.; and (5) lease agreement with 
Sares-Regis Group (Appropriation Nos. 15471 and 15497).  
(E&O)  
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Recommendation: 
 

Option #1: 
 
Adopt the CEQA determination certifying Addendum No. 1 to the 
Final PEIR, and   

a. Appropriate $39.5 million;  

b. Award $19,362,000 construction contract to Kiewit 
Infrastructure West Co. to line a portion of the Second Lower 
Feeder; 

c. Award $2,375,513 procurement contract to Southwest Valve 
and Equipment, Inc. for plug valves; 

d. Authorize agreement with Pure Technologies US, Inc., in an 
amount not to exceed $4.2 million, to perform 
electromagnetic pipeline inspections;  

e. Authorize agreement with GeoPentech, Inc., in an amount 
not to exceed $1.09 million, for geotechnical support;  

f. Authorize agreement with Helix Environmental Planning, 
Inc., in an amount not to exceed $1.95 million, for 
environmental support;  

g. Authorize lease agreement with Hooman Enterprises, Inc., in 
an amount not to exceed $2,197,000, for property to be used 
as a construction storage area; and  

h. Authorize lease agreement with Sares-Regis Group, in an 
amount not to exceed $690,000, for property to be used as a 
construction storage area. 

 
   
 8-6 Adopt CEQA determination and authorize a five-year 

reimbursable agreement with the California Department of Water 
Resources to provide services for State Water Project 
operations and maintenance activities for an amount not to 
exceed $25 million (including expenditures for subcontracts not 
to exceed $1.5 million per year).  (E&O) 
 

  
 

Recommendation: 
 

Option #1: 
 
Adopt the CEQA determination that the proposed action is 
categorically exempt, and  

a. Authorize a five-year reimbursable agreement with DWR  
to provide services for SWP operations and maintenance 
activities for an amount not to exceed $25 million; 

b. Entering into subcontracts greater than $250,000 to 
complete work under the agreement; and  

c. Entering into subcontracts as needed, not to exceed 
$1.5 million annually under the agreement.  
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 8-7 Adopt CEQA determination and authorize transmission and 

facility interconnection agreements with Southern California 
Edison for the Colorado River Aqueduct electric system.  (E&O) 
 

  
 

Recommendation: 
 

Option #1: 
 
Adopt the CEQA determination that the proposed action is not 
defined as a project, and  

Authorize the General Manager to execute the Transmission 
Interconnection Agreement and the five Interconnected 
Facilities Agreements with Southern California Edison. 

 
   
 8-8 Adopt CEQA determination and adopt Legislative Policy 

Principles on Stormwater Capture.  (C&L)   
 

  
 

Recommendation: 
 

Option #1: 
 
Adopt the CEQA determination that the proposed action is not 
defined as a project and is not subject to CEQA, and 

Adopt the Legislative Policy Principles on Stormwater Capture. 
 

   
 8-9 Adopt CEQA determination and express opposition unless 

amended to HR 23 (Valadao, R-CA): Gaining Responsibility on 
Water Act of 2017.  (C&L)  (To be mailed separately) 
 

Added  Recommendation: 
 

Option #1: 
 
Adopt the CEQA determination that the proposed action is not 
defined as a project and is not subject to CEQA, and 

Authorize the General Manager to oppose HR 23, unless 
amended. 

 
   
Withdrawn  8-10 Adopt CEQA determination and express opposition, unless 

amended, to SB 623 (Monning, D-Carmel):  Water Quality: Safe 
and Affordable Drinking Water Fund.  (C&L)   
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 8-11 Adopt CEQA determination and express opposition, unless 

amended, to SB 49 (De León, D-Los Angeles; Stern, D-
Calabasas):  California Environmental, Public Health, and 
Workers Defense Act of 2017.  (C&L)   
 

Added  Recommendation: 
 

Option #1: 
 
Adopt the CEQA determination that the proposed action is not 
defined as a project and is not subject to CEQA, and 

Authorize the General Manager to oppose SB 49, unless 
amended. 

 
 
 
 

9. BOARD INFORMATION ITEMS 
   
 9-1 Board Report on Conservation Program  

 
 
 

10. FOLLOW-UP ITEMS  
 
 
 

11. FUTURE AGENDA ITEMS 
 
 
 

12. ADJOURNMENT  
 
 
 
 

NOTE: At the discretion of the Board, all items appearing on this agenda and all committee agendas, whether or not expressly listed 

for action, may be deliberated and may be subject to action by the Board. 
 

 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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Summary Report for 
The Metropolitan Water District of Southern California 

Board Meeting 
August 15, 2017 

 
 
COMMITTEE ASSIGNMENTS 
 
None.  (Agenda Item 5D) 
 
FINANCE AND INSURANCE COMMITTEE 
 
Adopted the Resolution Levying Ad Valorem Property Taxes for the Fiscal Year Commencing 
July 1, 2017 and ending June 30, 2018 for the Purposes of The Metropolitan Water District of 
Southern California maintaining the tax rate at .0035% of assessed valuation (exclusive of 
annexation levies), the same rate levied in FY 2015/16; and directed staff to transmit that 
resolution to the county auditors for the levy and collection of the ad valorem property tax.  
(Agenda Item 8-1) 
 
ENGINEERING AND OPERATIONS COMMITTEE 
 
Appropriated $3.3 million; awarded $1,296,091 contract to PCL Construction, Inc. to replace an 
expansion joint on the Upper Feeder at the Santa Ana River Bridge; and authorized agreement 
with Rincon Consultants, Inc., in an amount not to exceed $400,000, for environmental support.  
(Appropriation No. 15441)  (Agenda Item 8-2) 
 
Appropriated $4.9 million; authorized final design of the initial stage of building-related 
improvements for Metropolitan’s Headquarters Building; and authorized increase of $2.3 million 
to an agreement with ABSG Consulting, Inc., for a new not-to-exceed total of $7.6 million, for 
design of the improvements. (Appropriation No. 15473)  (Agenda Item 8-3) 
 
Appropriated $5.6 million; awarded $3,097,927 contract to Stronghold Engineering, Inc. for 
electrical upgrades at the Mills plant; and authorized increase of $374,000 to an agreement with 
Lee & Ro, Inc., for a new not-to-exceed total of $1,097,000, for technical support.  
(Appropriation No. 15452)  (Agenda Item 8-4) 
 
Appropriated $39.5 million; awarded $19,362,000 construction contract to Kiewit Infrastructure 
West Co. to line a portion of the Second Lower Feeder; awarded $2,375,513 procurement 
contract to Southwest Valve and Equipment, Inc., for plug valves; authorized agreements with:  
(1) Pure Technologies US, Inc., in an amount not to exceed $4.2 million, to perform 
electromagnetic pipeline inspections; (2) GeoPentech, Inc., in an amount not to exceed $1.09 
million, for geotechnical support; (3) Helix Environmental Planning, Inc., in an amount not to 
exceed $1.95 million, for environmental support; (4) lease agreement with Hooman Enterprises, 
Inc., in amount not to exceed $2,197,000, for property to be used as a construction storage area; 
(5) lease agreement with Sares-Regis Group, in an amount not to exceed $690,000, for property 
to be used as a construction storage area.  (Appropriations Nos. 15471 and 15497)  
(Agenda  Item 8-5) 
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Authorized a five-year reimbursable agreement with California Department of Water Resources 
to provide services for State Water Project operations and maintenance activities for an amount 
not to exceed $25 million; enter into subcontracts greater than $250,000 to complete work under 
the agreement; and enter into subcontracts as needed, not to exceed $1.5 million annually under 
the agreement.  (Agenda Item 8-6) 
 
Authorized the General Manager to execute the Transmission Interconnection Agreement and 
the five Interconnected Facilities Agreements with Southern California Edison. 
(Agenda Item 8-7) 
 
COMMUNICATIONS AND LEGISLATION COMMITTEE 
 
Adopted the Legislative Policy Principles on Stormwater Capture.  (Agenda Item 8-8) 
 
The Board voted on an amended, substitute motion to watch HR 23, to negotiate potential 
amendments to the bill with the author and other stakeholders, and deferred decision on the bill 
until next month’s meeting.  (Agenda Item 8-9) 
 
Adopt CEQA determination and express opposition, unless amended, to SB 623 (Monning, D-
Carmel):  Water Quality:  Safe and Affordable Drinking Water Fund. 
(Agenda Item 8-10 WITHDRAWN) 
 
The Board voted on a substitute motion to watch SB 49, to negotiate potential amendments to the 
bill with the author and other stakeholders, and deferred decision on the bill until next month’s 
meeting.  (Agenda Item 8-11) 
 
 
CONSENT CALENDAR 
 
In other action, the Board: 
 

Appropriated $1.95 million; and awarded $767,201 contract to Environmental Construction, 
Inc. to install valves at the Lakeview Pipeline/Inland Feeder Intertie. 
(Appropriation No. 15488)  (Agenda Item 7-1) 
 
Awarded $280,238 contract to PK Construction for erosion control improvements at Garvey 
Reservoir.  (Appropriation No. 15480)  (Agenda Item 7-2) 
 
Authorized the General Manager to grant a permanent easement to the Southern California 
Gas Company.  (Agenda Item 7-3) 
 
Authorized Metropolitan to allow the Southern California Edison Company and Blythe 
Energy, Inc. land use and access rights to their facilities on Metropolitan fee-owned property 
via license agreements.  (Agenda Item 7-4) 
 
Authorized amendment of the contract for consulting services with GeoPentech, Inc. for the 
In Re Tronox Incorporated, et al. matter to increase the maximum amount payable by 
$100,000 to a maximum amount of $300,000.  (Agenda Item 7-5) 
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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://edmsidm.mwdh2o.com/idmweb/home.asp 

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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August 23, 2017 
 
Attention: Imported Water Committee  
 
Update on California WaterFix and Metropolitan Water District’s (MWD’s) Review Process 
(Supplemental)  
 
Purpose 
The purpose of this memo is to supplement the Board memo on California WaterFix in the regular packet to 
include a discussion on MWD’s white paper on WaterFix finance and cost allocation. 
 
Background  
MWD’s third and final white paper on California WaterFix (WaterFix)—the proposed twin-tunnel water 
conveyance project in the Sacramento-San Joaquin Bay-Delta (Bay-Delta)—focuses on project finance and 
cost allocation. For further background on the WaterFix process to date, please see this month’s WaterFix 
memo,1 and the August 2017 Delegates’ Report.2  Both the Water Authority Board and the MWD Board 
have yet to take a formal position on WaterFix. Since mid-2011, the Water Authority Board has conducted 
more than three dozen Board workshops and committee discussions regarding the Bay Delta Conservation 
Plan (BDCP)/WaterFix to ensure San Diego County ratepayers’ interests are well-protected.  
 
In October 2016, Dr. David Sunding, an economist for the Brattle Group and professor at the University of 
California, Berkeley, was invited to present his economic analysis of WaterFix to the Imported Water 
Committee.3 While Sunding presented his conclusion that “WaterFix passes a cost-benefit test in 
aggregate,” he also acknowledged that his analysis was based on “assigning” $3.9 billion,4 or 28 percent, of 
the project cost to an entity other than the water contractors. Even with that cost “assignment,” Sunding 
noted that the benefit-to-cost ratio for agricultural contractors – both Central Valley Project (CVP) and State 
Water Project (SWP) – “does not produce benefits in excess of costs for most agricultural water users,”5 
and attributed WaterFix benefits largely to urban contractors. Sunding characterized the implementation of 
WaterFix as an “insurance policy.” The Water Authority and its member agencies have invested more than 
$3.5 billion in drought-proof, sustainable water supplies and infrasturcutre over the past 25 years to develop 
a diversified and reliable water supply.     
 

                                            
1 See “Update on California WaterFix and Metropolitan Water District’s (MWD’s) Review Process” Board memo dated 
August 16, 2017, available on page 83 http://www.sdcwa.org/sites/default/files/2016-
12/Board/2017_Agendas/08_27FormalBoardPacketSEC.pdf  of Water Authority’s August 2017 Board packet: 
http://www.sdcwa.org/meetings-and-documents  
2 See “Metropolitan Water District Delegates’ Report” Board memo dated August 23, 2017, available in Water Authority’s 
August 2017 Board packet: http://www.sdcwa.org/meetings-and-documents  
3 Dr. Sunding’s presentation, WaterFix Economic Analysis, October 27, 2016 is available at: 
http://www.sdcwa.org/sites/default/files/files/CalifWaterFixEconAnalysisOct16.pdf.  
4 Out of $13.9 billion (2015$) of then estimated project cost. See report: http://www.restorethedelta.org/wp-
content/uploads/2016/09/CA-WaterFix-Economic-Analysis-Sunding.pdf  
5 http://www.restorethedelta.org/wp-content/uploads/2016/09/CA-WaterFix-Economic-Analysis-Sunding.pdf; Based on a 
“simple proportional cost allocation” methodology, the benefit-to-cost ratio for the SWP agricultural contractors was a 
“negative $600 million in present value,” and for “CVP ag, negative $1 billion.” – Dr. Sunding’s at Water Authority’s 
October 27, 2016 Imported Water Committee. 
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In a separate analysis, Dr. Jeffrey Michael, an economist and Executive Director of the Center for Business 
and Policy Research at the University of the Pacific, found that WaterFix produces $0.39 of benefit for 
every $1 spent, when a different set of baseline assumptions was used to evaluate benefit-cost analysis.6  In 
a recent blog post by Dr. Michael, he states that MWD’s cost estimates are “wildly optimistic.”7 
 
Discussion 
In MWD’s finance and cost allocation white paper (white paper), the costs and benefits of WaterFix are 
based on many assumptions. While the white paper does not list commitments (or indicate preliminary 
support) by any CVP or SWP contractors to pay for WaterFix, MWD analyzed its cost impacts based on the 
assumption that all but five water contractors would participate.8 The incremental marginal unit cost was 
calculated based on an assumed supply benefit of 1.3 million acre-feet. And while MWD consistently states 
that the project is being considered for the potential supply it might create, MWD spreads the costs over the 
transportation volume in analyzing the “cost impact.”9 To facilitate the financing for the project, the white 
paper discusses the formation of a finance joint powers authority (JPA),10 with funding participants 
undescribed, and a “gap” financing period with unknown selected contractors stepping up to fund the 
preconstruction costs.11 
 
Since the Water Authority’s last extensive review of BDCP/WaterFix, a list of questions was compiled and 
unanswered because of the pending negotiations. See Attachment 1 for a summary of how MWD’s white 
papers have addressed them. 
 
Agricultural Sector Participation 
The white paper assumes a cost split of 45 and 55 percent between CVP and SWP contractors, respectively, 
despite Sunding’s earlier draft economic analysis showing that without a $3.9 billion subsidy from the 
federal government, WaterFix benefits would not outweigh the costs for agricultural agencies.12  Members 
of the Westland Water District Board of Directors, for example, have expressed concern over the project’s 

                                            
6 Benefit-Cost Analysis of the California WaterFix by Dr. Jeffrey Michael, August 2016. Available at: 
http://www.pacific.edu/Documents/school-business/BFC/WaterFix%20benefit%20cost.pdf.  
7 See Dr. Jeffrey Michael’s blog post on MWD’s finance white paper dated August 11, 2017, available at: 
http://valleyecon.blogspot.com/2017/08/initial-reaction-to-metropolitan-water.html.  
8 County of Butte, City of Yuba City, Plumas County Flood Control & Water Conservation District, Napa County Flood 
Control & Water Conservation District, and Solano County Water Agency, which are north of the Delta. 
9 “Average Cost Increase per AF” in Table 4 of the white paper is calculated based on spreading the estimated annual cost 
over MWD’s 2017/18 budget of 1.7 million acre-feet, which includes the transportation of the Water Authority’s 
independently obtained supplies from the Colorado River.   
10 The finance JPA is in addition to the Design and Construction JPA referenced in MWD’s white paper for infrastructure. 
For more discussion on WaterFix infrastructure, see Water Authority’s July 2017 board memo (page 74): 
www.sdcwa.org/sites/default/files/2016-12/Board/2017_Agendas/2017_07_27FormalBoardPacketSEC.pdf  
11 In documents disclosed through a Public Records Act request, a preconstruction funding gap of $1.2 billion was discussed 
in mid-2014 (http://www.mwdfacts.com/wp-content/uploads/2015-04-13-Agmt-w-BOR-for-advc-pymt-of-OM-costs.pdf). A 
draft term sheet between the Department of Water Resources and MWD, dated September 18, 2014, shows MWD was 
considering issuing up to $400 million of commercial paper, using its existing authority (http://www.mwdfacts.com/wp-
content/uploads/2014-09-30-MWD-BDCP-pre-construction-financing-term-sheet.pdf). MWD’s Revision No. 1 to Official 
Statement dated July 22, 2017 shows it has $400 million in unused commercial paper authority. 
http://www.mwdh2o.com/PDF_Who_We_Are/MWD_2017Ser_B_E_Revision1.pdf    
12 Dr. Sunding later qualified this statement by stating the $3.9 billion is “assigned” to the exchange contractors, Friant Water 
Authority, and wildlife refuges, but acknowledged that if the assignees do not agree to pay for the cost, someone else would 
have to pay for that portion. The U.S. Bureau of Reclamation has made clear that it does not intend to participate in the 
project on behalf of these water users.  
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cost to its farmers. According to a presentation by Goldman Sachs & Co.,13 the cost of water to Westlands 
farmers could more than double with WaterFix. In a recent Westlands presentation,14 the district noted that 
CVP contractors have a “participation decision” of between 20 and 45 percent. Because CVP contractors’ 
participation is based on an “opt-in” approach, their decision could shift SWP obligations from 55 percent 
up to 80 percent. If SWP costs are raised to 80 percent, it will represent a 45 percent increase for these 
contractors. But 30 percent of the SWP contractors are made up by agricultural contractors,15 which raises 
the question whether they would be able to afford the cost.  
 
Average Yield  
Although “average yield” is used as a proxy to determine benefit-cost of WaterFix, in order to achieve 
“average yield,” adequate storage is necessary.16 MWD’s white paper does not include an analysis of the 
adequacy of storage nor does it include any cost associated with use of storage in its evaluation. The white 
paper analyzed the project’s cost-benefit based on an assumed average WaterFix supply benefit of 1.3 
million acre-feet (MAF) per year. In contrast, on its blog, the Natural Resources Defense Council17 noted 
that by instead using the numbers stated in the environmental documents,18 WaterFix’s supply benefit drops 
to 186,000 acre-feet for SWP contractors.  
 
As noted in this month’s WaterFix Board memo, MWD derives the WaterFix supply benefit by using the 
difference between projected yields from WaterFix as described in the environmental documents and a  
“baseline” with operational criteria that significantly decrease exports due to assumed increased regulatory 
restrictions.  
 
The definition of “baseline” is important not only to calculate WaterFix’s potential supply benefit for 
investment decisions, but also because the CVP contractors’ participation is through an opt-in approach so 
those contractors not opting-in to the project must know and agree to the exports they will receive. The 
participating and non-participating contractors have not reached agreement on how the baseline will be 
calculated. While the project participants will advocate for a lower baseline that would increase the project 
benefit, the non-project participants will likely support a higher baseline, which would shrink WaterFix’s 
supply benefit.    
 

Factors affecting the Delta export operational criteria include: implementation of Biological Opinions; re-
initiation of consultation on operations; adaptive management; real-time operations; and the State Water 
Resources Control Board’s (State Board) decisions related to its water rights proceedings both on change in 
diversion points and the Bay-Delta Water Quality Control Plan (WQCP). Although WaterFix’s approval 
process is independent from the State Board’s WQCP update, the update will likely impact future potential 
                                            
13 See page 5 of Goldman Sachs & Co. LLC’s July 17, 2017 presentation to Westlands Water District: 
http://www.mwdfacts.com/wp-content/uploads/2017-07-17-G.-Sachs-WaterFix-PPT-to-WWD.pdf  
14 See page 3 of Westlands Water District LLC’s August 9, 2017 presentation: http://www.mwdfacts.com/wp-
content/uploads/2017-08-09-WWD-PPT-re-WaterFix-Participation.pdf  
15Department of Water Resources. California State Water Project Overview. 11 Aug. 2011, www.water.ca.gov/swp/. 
Accessed 21 Aug. 2017. 
16 In 2017, with SWP allocation at 85 percent, MWD is experiencing difficulties store all available supplies. 
17 https://www.nrdc.org/experts/doug-obegi/mwds-waterfix-cost-assessment-inaccurate-and-inadequate 
18 Table 5-12 of Final EIR/EIS http://baydeltaconservationplan.com/FinalEIREIS/2016DirectDownload.aspx, comparing 
project yields with WaterFix and without WaterFix operated under current regulations with climate change included. Similar 
to 1.3 MAF supply benefit, this “baseline” may not be exactly comparable as it is commonly believed that without some kind 
of “fix,” the ecosystem supporting the species will continue to deteriorate resulting in increased regulations and further 
restrictions on water exports. 
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exports from the Delta. Many of these regulatory processes that will affect project operations are still 
ongoing, and outcome of these processes may cause potential yields of the project to fall outside of the 4.7 
MAF to 5.3 MAF assumed in the “future with WaterFix.” Because the baseline used to describe “future 
without WaterFix” leaves significant outflows in the system, if additional outflows were to be required 
because of the State Board’s WQCP process (which would further reduce exports), the new “baseline” from 
which WaterFix supply benefit is measured may not necessarily be reduced similarly, thus reducing the 
relative supply benefit.  
 
Cost of WaterFix 
Rather than presenting the project’s incremental marginal cost based on a range of probable supply benefits, 
MWD calculated the project’s incremental marginal cost based on 1.3 MAF of assumed WaterFix supply 
benefit. If the unit cost is calculated based on supply yield numbers described in the environmental 
documents as suggested by NRDC, the incremental cost would go from $614 per acre-foot to $2,361 per 
acre-foot. Until operational criteria are finalized, contractors agree on a baseline from which WaterFix’s 
benefit will be measured, and it is determined which contractors will participate in the project, the 
incremental unit cost of WaterFix ranges widely and remains uncertain.  
 
In terms of MWD’s revenue recovery, the white paper calculates the “average cost increase” per acre-foot 
for MWD member agencies by spreading the cost over its transportation rate, as opposed to its supply rate. 
By assuming that the project’s costs will be recovered via the transportation rate, MWD inflates the rate 
base the project’s costs will be spread over. For example, assuming the Water Authority’s independently 
obtained Colorado River supplies are fully implemented at 280,000 acre-feet, MWD’s calculation of 
average cost reduces its supply rate by 20 percent.  
 
Financing 
The white paper envisions that a finance joint powers authority (finance JPA) comprised of “certain” SWP 
and CVP contractors will be created to facilitate the project’s financing. DWR recently filed a validation 
action to confirm its authority to issue revenue bonds to finance the planning, design, construction, and 
other capital costs of WaterFix. Pending completion of the validation action, the white paper describes 
that DWR would make direct placement sales to the finance JPA, which would issue its own bonds to 
finance the purchase. And a process would be established leading to a “potential conveyance of interest 
in the project to the finance JPA or designee to proceed,” if it is determined that DWR does not have 
financing authority. Terms of the finance JPA are still being negotiated and are not available in the white 
paper.  
 
While MWD has indicated a desire to be part of the finance JPA, it is unclear which other contractors 
will sign on, and how finance JPA partners would be protected should participating contractors default. 
The existing SWP contracts include provisions that could compel SWP contractors to levy taxes or 
assessments in the event of non-payment, but similar provisions do not exist in the CVP contracts with 
the U.S. Bureau of Reclamation. Moreover, the CVP contractors’ participation in WaterFix will be done 
through a “master agreement,” with details that are still unknown. It is unclear whether SWP contractors 
may bear additional risks resulting from potential non-payments by participating CVP contractors.  
 
Until revenue bonds are sold, the white paper discusses a “gap funding” mechanism where “willing 
SWP and CVP contractors” will provide additional funds to support the continued implementation 
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effort. MWD reported to its Board that it may utilize its unrestricted reserves and revolving lines of 
credit is has with banks to help fund the effort.  

Next steps 
The white paper acknowledges that its analysis is based on assumptions, and “as the project moves forward, 
these assumptions would be tested, revised, or replaced.” However, the white paper fails to offer any 
analysis of the project’s costs outside of its assumptions. The white paper states that uncertainties and 
financing assumptions and approaches would largely be addressed through new agreements, including ones 
between SWP and CVP contractors, finance and design and construction JPAs, etc. MWD promised that 
these agreements would be summarized in detail for its Board’s consideration at its September 26 
Workshop on WaterFix, when it is scheduled to decide to participate in the project.  

Prepared by: Anne Middleton, Water Resources Specialist 
Reviewed by: Amy Chen, Director of MWD Program 

Glenn Farrel, Government Relations Manager 
Approved by: Dennis A. Cushman, Assistant General Manager 

Attachment 1:  Summary of Water Authority’s list of questions and how MWD’s white papers have  
addressed them 

Attachment 2:  MWD’s white paper on California WaterFix Finance and Cost Allocation 



Attachment 1 

Water Authority’s Questions on WaterFix and How MWD White Papers Address Them 

Questions Do MWD’s White Papers Address them? 
 How much will Water Authority pay?  Does not say

 MWD plans to recover WaterFix costs through its
transportation rates

 How much water will the Water Authority get?  Does not say
 The Water Authority’s share of WaterFix is not

defined; Supply from WaterFix will be part of its
overall supply portfolio; MWD controls the blend
of SWP and Colorado River water it sells to
member agencies

 Which SWP or CVP contractors will commit to pay
for the project?

 Does not say
 The white paper does not list a single contractor that

has committed (or expressed an interest to
participate), although five north of Delta SWP
contractors are “excused” from funding the project

 A Westlands presentation shows CVP contractors
are considering participation levels of between 20
and 45 percent

 How will the Water Authority ratepayers be
protected from paying an unfair share?

 They will not
 The white paper indicates MWD plans to recover

WaterFix costs through its transportation rate,
which will unfairly burden San Diego County
ratepayers, just as the current rate allocation does

 Will MWD require firm financial commitment from
its member agencies to back up MWD’s take-or-
pay commitment to pay its project costs?

 No
 MWD plans to recover WaterFix costs through its

transportation rates

 Will cost of project hamper local supply
development?

 The white paper does not discuss impacts of the
project on local supply development



MODERNIZING THE SYSTEM:

CALIFORNIA WATERFIX FINANCE AND COST ALLOCATION 

Modernizing and improving California’s water system is essential for the reliable delivery of water supplies to much of the state. 

About 30 percent of the water that flows out of taps in Southern California homes and businesses comes from Northern California 

watersheds and flows through the Sacramento-San Joaquin Delta. But the Delta’s declining ecosystem and 1,100 miles of levees 

are increasingly vulnerable to earthquakes, flooding, saltwater intrusion, climate change and further environmental degradation. 

California WaterFix is the product of more than a decade of review, planning, rigorous scientific and environmental analysis and 

unprecedented public comment. 

This white paper provides information about the costs of the project, including adjustments of capital, mitigation and O&M costs 

to 2017 dollars. The financing plan is presented with financial assumptions and a range of financing scenarios. The cost allocation 

information covers Metropolitan’s anticipated financial commitment, an estimate of member agency wholesale rate impacts, 

and metrics to assess retail level impacts. Using this information and when compared to costs for other local supply alternatives, 

California WaterFix would provide a cost-effective supply for Southern California’s water portfolio.  

The third in a series of policy papers prepared for the consideration of Metropolitan’s Board of 

Directors in advance of planned summer meetings and decisions in fall 2017.

3

A Cost-Effective 
Approach  
to Reliability

• California WaterFix is a sound investment to
maintain a reliable source of water for
Southern California.

• The proposed project would provide
measureable and quantifiable water supply
and water quality benefits.

• Costs will be fairly allocated among participating
agencies using the ‘beneficiary pays’ principle.

• Metropolitan will coordinate with the California
Department of Water Resources (DWR) and
the other state and federal water contractors
to evaluate options to optimize financing and
reduce costs while minimizing risks.

Attachment 2



Cost Estimate and 
Cost Allocation

Costs and  
Financing Approach

CAPITAL COSTS

Approximate average  
household cost of  

California WaterFix within 
the MWD Service Area

$2-3/PER MONTH
(BASED ON 6.2 MILLION HOUSEHOLDS 

AND RESIDENTIAL SECTOR PAYING  
70 PERCENT OF COSTS)

Costs and financing considerations include the following:

• Planning, design, construction and other capital costs will be financed with
revenue bonds beginning in mid-2019.

• A validation action has been filed by DWR to, among other things, provide the
requisite assurance to the financial community for the sale of revenue bonds.

• Anticipated cost increases for California WaterFix have already been incorporated
into Metropolitan’s ten-year Financial Forecast and are included as part of the
long-term projected average 4.5% rate increases.

2014 Dollars 2017 Dollars

Environmental Mitigation* $ 367 M $ 401 M

Conveyance System Cost $ 14.9 B $16.33 B

Overall Cost $ 15.3 B $ 16.7  B 

• Cost estimates were determined through a rigorous analysis
by industry professionals and will be updated as additional
information becomes available.

• Estimated costs for mitigation and associated environmental
commitments are preliminary and will be revised as costs
are refined.

*The mitigation costs for capital and O&M for 25 years equals $796M
in 2014 dollars or $870M in 2017 dollars.

CA WaterFix Cost Allocation

CA WaterFix 
Total Cost

State Water Project and Central Valley Project
100%

Central Valley Project
45%

State Water Project
55%

Other State 
Water Project 
Contractors

MWD 47%  
(26% of total cost)

Water 
Rates



Financing and Funding Structure 

ESTIMATED CASH FLOW FOR CAPITAL EXPENDITURES

MITIGATION WATER FACILITY
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Construction of the facilities is expected to be substantially complete 
in 2032 and fully operational in 2033.

2019 

2020 

2021 

2022 

2023 

2024 

2025 

2026

2027

2028

2029

2030

2031

2032

2033

2034

Key Uncertainties And Mitigation Measures

FINANCING OPTIONS
In addition to revenue bonds, a range of other financing 
options will be evaluated to optimize financing and 
reduce costs, such as short-term borrowing and pursuing 
WIFIA (federal loan program) supplemental funding.

SWP CONTRACTOR DEFAULTS ON PAYMENTS
Mitigation is included in SWP delivery contracts, obligating 
contractors to make payments and if necessary compel 
contractor to levy taxes or assessments in the event of 
non-payment.

REIMBURSEMENT OF DIRECT CONTRACTOR  
FUNDING CONTRIBUTIONS
The first issuance of revenue bonds will include funds 
to reimburse contractor-provided gap funding and prior 
funding contributions for planning costs.

JUDICIAL DETERMINATION ON DWR AUTHORITY TO  
ISSUE BONDS
• Pending completion of the validation action, private 

placement bond sales with the Finance Joint Powers 
Authority (JPA) would allow funding for project 
implementation to proceed. 

• If DWR does not have the authority, a process would be  
established leading to the potential conveyance of 
interest in the project to the Finance JPA or designee 
to proceed.

CVP CONTRACTOR PARTICIPATION
• DWR will not move forward with project implementation 

without the commitment of a sufficient number of SWP 
and CVP contractors.

• Discussions are ongoing concerning the risk of a  
participating CVP contractor defaulting during project 
implementation.
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CALIFORNIA WATERFIX FACILITIES SUBSTANTIALLY COMPLETE



BE INFORMED, BE INVOLVED
www.mwdh2o.com

@mwdh2o 

OUR MISSION
The mission of the Metropolitan Water District of Southern California is to provide its  
service area with adequate and reliable supplies of high-quality water to meet present  
and future needs in an environmentally and economically responsible way.

ABOUT METROPOLITAN
The Metropolitan Water District of Southern California is a state-established cooperative of  
26 member agencies – cities and public water agencies – that serve nearly 19 million people 
in six counties. Metropolitan imports water from the Colorado River and Northern California 
to supplement local supplies and helps its members develop increased water conservation, 
recycling, storage and other resource management programs.

Ensuring Affordable,  
Reliable Water Supplies 

JOBS AND  
ECONOMIC BENEFITS 

SECURING CLEAN WATER SUPPLIES

4.7-5.3 MILLION
ACRE-FEET ON AVERAGE ANNUALLY 

(Combined SWP and CVP)
Enough to supply 9-11 million households 

 with water for one year

CREATING & PROTECTING JOBS

1.1 MILLION
FULL-TIME EQUIVALENT JOBS CREATED 

AND SAVED FOR CALIFORNIA
Based on a year-by-year estimate

SUPPORTING THE ECONOMY

$1 TRILLION
SOUTHERN CALIFORNIA ECONOMY  

DEPENDS ON DELTA-CONVEYED WATER

California WaterFix is the most cost-effective alternative

If we keep our existing imported water supply, made more reliable with California 
WaterFix, it would cost approximately $2-3/mo. per average household in the  
Metropolitan service area.

If we tried to develop new local supplies to replace the imported water supply we 
would lose without California WaterFix, it would cost two or more times as much 
per average household in the Metropolitan service area.

Cover photo courtesy CA Department of Water Resources

* Based on Metropolitan’s 2017 Full Service Tier 1 Treated Rate of $979 plus WaterFix costs ranging from $122/AF to $196/AF.

** Illustrative marginal cost shown for California WaterFix when treated and conveyed to Metropolitan’s service area so as  
to be directly comparable to the cost of alternatives. Based on 4%-8% interest rate scenarios in 2017 dollars, projected 
average supply improvement of 1.3 MAF/YR, and 2017/18 budgeted State Water Contract power costs of $197/AF and variable 
treatment costs of $30/AF.

*** Range is based on the 25-75% percentiles of projected project costs as reported in the 2015 IRP (in 2015 dollars).
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Recycled WaterDesalinationCalifornia WaterFix

$1,222-$3,224/AF***

$1,859-$2,367/AF***

$840-$1,218/AF**

$3,758-$5,414/AF***

$0

MWD 2017 FULL SERVICE TIER 1 TREATED WATER RATE W/ CA WATERFIX= $1,101 TO  1,175/AF*

California WaterFix vs. Alternative Supplies 

For a full version of the  
Finance and Cost Allocation Paper,  
visit mwdh2o.com/waterfix
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Introduction 
This is the third of three policy white papers prepared for the Metropolitan Water District of Southern California’s 
Board of Directors on the proposed California WaterFix. The overall objective of these papers is to provide 
relevant information as the Board considers decisions on the project. 

This paper focuses on the financing plan and the allocation of California WaterFix costs. The discussion of the 
financing plan includes a financing scenario for the issuance of revenue bonds to finance the project. The cost 
allocation analysis includes the proposed mechanisms to ensure a financial commitment from the state and 
federal water contractors that would benefit from the project. The cost allocation examination also covers 
Metropolitan’s proposed financial commitment and responsibilities, an estimate of member agency wholesale 
cost impacts, and metrics to assess household impacts. 

The two previous white papers focused on the project’s planned infrastructure improvements, the impacts of 
regulatory requirements on water project operations in the Sacramento-San Joaquin Delta (Delta), and the overall 
effects of the proposed project’s operations on State Water Project (SWP) and Central Valley Project (CVP) 
performance. 

The specific objectives of this paper are to: 

A. Describe the existing funding and cost allocation structures under the State Water Contracts used to pay 
for the construction costs of SWP facilities; 

B. Describe the financing plan for California WaterFix that would make use of both revenue bond proceeds 
and short-term gap funding contributions from the state water contractors; 

C. Describe Metropolitan’s potential share of California WaterFix costs and the potential cost impacts to 
Metropolitan’s member agencies and households within Metropolitan’s service area; and 

D. Describe the implementation and management approaches for cost allocation and financing that would 
address uncertainties and mitigate financial risks. 

Summary and Overview of Cost Allocation Process 
One of the major sources of water for Californians is the SWP, which is owned by the State of California and 
operated and maintained by the California Department of Water Resources (DWR). The SWP is comprised of a 
series of interconnected facilities that transport water from the Feather River and through the Delta to 25 million 
water users throughout much of California. Today, the SWP includes 34 storage facilities, reservoirs and lakes; 20 
pumping plants; 4 pumping-generating plants; 5 hydroelectric power plants; and about 700 miles of open canals 
and pipelines. These facilities deliver water to the San Francisco Bay Area, the San Joaquin Valley, the Central 
Coast, and Southern California. The SWP’s 444-mile California Aqueduct delivers water to four connections in 
Metropolitan’s water distribution system. 

California WaterFix addresses a long-standing deficiency in the SWP system – the inability to convey water around 
the Delta. As described in the second policy white paper, “Modernizing the System: California WaterFix 
Operations,” the operational flexibility afforded by California WaterFix would help native fish species, protect and 
restore water supply reliability, address climate change and seismic risks to water supply, and help restore the 
Delta ecosystem. Although the project has wide-ranging benefits, its costs would be entirely funded by water 
agencies. 

While California WaterFix would be a component of the SWP and owned and operated by DWR, it would provide 
benefits to SWP Contractors as well as CVP Contractors. Consistent with the “beneficiary pays” principle, SWP 
Contractors and participating CVP Contractors would fund California WaterFix. California WaterFix supply1 

                                                           
1
 The term “supply” is used to distinguish between other functions of the SWP such as recreation and flood control. The term is not used to 

distinguish between the conservation (supply) and transportation (conveyance) functions of the SWP under the State Water Contracts. 
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benefits have been allocated 55 percent to the SWP Contractors and 45 percent to the CVP Contractors (55/45 
split). Under this allocation, funding for capital costs and operations and maintenance (O&M) would also follow 
this same 55/45 split.  

As discussed in the first policy white paper, “Modernizing the System: California WaterFix Infrastructure,” capital 
costs for California WaterFix are estimated at $14.9 billion in 2014 dollars. As described in this paper, with 
mitigation project capital costs and escalation to 2017 dollars, the total capital costs are $16.7 billion. Total annual 
O&M costs when the project is fully operational are $64 million in 2017 dollars. Based on the 55/45 split, SWP 
Contractor project costs would be $9.2 billion in capital and $35 million in annual O&M. 

With the exception of five north of Delta contractors that would not receive direct California WaterFix benefits, all 
SWP Contractors are expected to pay for the SWP share of project costs. The financing plan for the SWP share 
relies on the existing long-term State Water Contracts as the vehicle for DWR to allocate costs to the SWP 
Contractors and to pay the debt service for its bonds. Based on the schedule of maximum water allocations in 
these State Water Contracts (known as Table A), Metropolitan’s share among the SWP Contractors is 47 percent 
(meaning Metropolitan’s share of the total project costs would be 26 percent). Figure 1 shows the overall 
allocation of costs described above. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

FIGURE 1: CALIFORNIA WATERFIX COST ALLOCATION FRAMEWORK 

The cost impacts on Metropolitan would vary principally based on the interest rate assumed for project financing. 
The analysis presented in this policy paper assumed a range of interest rates, from today’s base case interest rate 
of 4 percent to 8 percent for a sensitivity analysis. Along with other financing assumptions, the peak annual 
increase in Metropolitan’s costs would range from an average of $122 per acre-foot of water sold for the 4-
percent scenario to an average of $196 for the 8-percent scenario. On an estimated per household basis across 
Metropolitan’s service area, this represents an average monthly cost of $1.90 to $3.10. 

Metropolitan’s annual cost increase due to California WaterFix over a 15-year ramp-up to the maximum yearly 
expenditure is expected to be between 0.9 and 1.4 percent, depending on the interest rate sensitivity analysis. 
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Metropolitan previously estimated California WaterFix costs into its ten-year rate projection and those 
projections remain appropriate. The ten-year forecast estimates annual rate increases for all anticipated 
Metropolitan expenditures, including California WaterFix, at 4.5 percent for 2019 through 2026. 

California WaterFix Cost Estimates 

CAPITAL AND O&M COSTS 

The overall costs for California WaterFix’s proposed infrastructure improvements and environmental mitigation 
are described in the first policy white paper, “Modernizing the System: California WaterFix Infrastructure.” These 
materials are drawn from cost estimates developed by DWR and rigorously analyzed by industry professionals. 

These cost estimates reflect a significant engineering analysis that formulates and defines the design criteria for 
each major component of California WaterFix, resulting in the optimal alignment and other features. Based on 
these estimates, California WaterFix’s capital costs are estimated to total $14.9 billion in 2014 dollars. For this 
white paper, the cost estimates have been converted to 2017 dollars based on an annual escalation rate of 3 
percent. In 2017 dollars, the capital cost for California WaterFix is estimated to be $16.3 billion, excluding 
mitigation costs. 

Estimated costs for mitigation and associated environmental commitments take into consideration the measures 
adopted in the Final Environmental Impact Report/Environmental Impact Statement and likely requirements for 
the US Army Corps of Engineers (U.S. Army Corps) Section 404 permit. The preliminary mitigation cost estimate 
would be revised to incorporate all mitigation-related costs, including those associated with Endangered Species 
authorizations and U.S. Army Corps and other regulatory permits when finalized. The estimated mitigation costs 
total $796 million in 2014 dollars, of which $367 million is capital and the remainder represents O&M for 25 years. 
In 2017 dollars, mitigation costs total $870 million, with $401 million of that being capital. 

The estimated operating costs for the water facility come from Chapter 8 of the November 2013 Bay Delta 
Conservation Plan. Because of subsequent project refinements, California WaterFix operating costs should be 
lower than these estimates. Operating costs are composed of three components: (1) power costs for pumping and 
other operations, (2) other facility O&M, and (3) capital replacement. Annual operating costs are estimated to be 
$40.3 million in 2014 dollars and $44.1 million in 2017 dollars. 

A cost summary showing the capital, mitigation, and O&M costs for California WaterFix in both 2014 and 2017 
dollars is shown in Table 1. 

CAPITAL COSTS CASH FLOW 

The estimated cash flow requirements for the $16.7 billion (2017 dollars) capital expenditures is shown in 
Figure 2. Assuming a construction start date of 2019, California WaterFix is expected to be substantially 
completed (96 percent complete) in 2032. Capital expenditures signficantly decrease the following year (2033) 
when the facility is assumed to be fully operational. Some minor capital expenditures are shown for 2034 to 
reflect project close-out costs. 
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TABLE 1: CALIFORNIA WATERFIX COST SUMMARY 

 2014 $M 2017$M 

CAPITAL COSTS 

Water Facility 

Construction 9,499 10,380 

Contingency (36%) 3,378 3,692 

Program Management/Construction Management/Engineering 1,920 2,098 

Land Acquisition (includes 20% contingency) 146 160 

Sub-Total Water Facility 14,943 16,330 

Mitigation (includes 35% contingency) (1) 367 401 

Total Water Facility and Mitigation Capital Costs 15,310 16,731 

ANNUAL OPERATIONS AND MAINTENANCE COSTS 

Water Facility 

Facility O&M (2) 20.0 21.9 

Power (2) 6.6 7.2 

Capital Replacement (2) 13.7 15.0 

Sub-Total Water Facility 40.3 44.1 

Mitigation (1,2) 18.6 20.3 

Total Annual O&M Costs 58.9 64.4 

(1) The mitigation costs for capital and O&M for 25 years equals $796M in 2014 dollars or $870M in 2017 
dollars. 

(2) When project is fully operational. 

 

 

 

 

 

 

 

 

 

 

FIGURE 2: CALIFORNIA WATERFIX CAPITAL COSTS IN 2017 DOLLARS 

 



Modernizing the System: California WaterFix Finance & Cost Allocation 

The Metropolitan Water District of Southern California, August 2017  7 

Financing Plan for California WaterFix 
As previously stated, the cost share split between the SWP Contractors and the participating CVP Contractors is 
assumed to be a 55/45 split, respectively. 

For the SWP share, the project would be treated like any other major improvement to the SWP system. Under the 
California Water Code, DWR is responsible for the construction, maintenance, and operation of the SWP and for 
securing funding for related costs. The SWP share of California WaterFix costs would be paid by the SWP 
Contractors in accordance with the long-term DWR State Water Contracts. 

In addition to establishing payment and other provisions for the SWP Contractors’ participation, the existing State 
Water Contracts offer flexibility to allow individual SWP Contractors to adjust their level of water reliability and 
financial responsibility through voluntary water transfers and other arrangements. The potential for these 
management actions are discussed later in this policy white paper. 

The participating CVP Contractors’ share of California WaterFix costs would be funded by direct payments from 
them. 

FUNDING ARRANGEMENTS FOR CONSTRUCTION OF SWP FACILITIES UNDER THE STATE WATER 
CONTRACTS 

DWR has signed long-term State Water Contracts with Metropolitan and 28 other public agency SWP Contractors. 
These State Water Contracts provide each agency with access to the SWP conveyance system and an annual 
proportional allotment of available water. The maximum amount of SWP water that a SWP Contractor may 
request for delivery each year is set forth in Table A of its State Water Contract. However, the amount of water 
that a SWP Contractor actually receives is often much less than the contracted amount. Water deliveries are 
affected by hydrological conditions, State Water Resources Control Board regulations, restrictions imposed under 
federal or California Endangered Species Acts, operational decisions, and other limitations. 

SWP Contractors must make payments regardless of the amount of SWP water actually received. The State Water 
Contracts require payments to DWR in return for participation in the SWP storage and conveyance system. All 
SWP Contractors must make payments according to their respective Table A contract amounts and for the portion 
of the SWP conveyance system needed to deliver their contracted water. The amount of the base payment is not 
tied to the amount of water actually received. The cost of power to deliver water varies with the amount of water 
delivered. 

SWP Contractors whose service areas are farther from the Sacramento-San Joaquin area must pay more SWP 
system costs than those that are located closer to it, because of the capital costs associated with the California 
Aqueduct and other transportation facilities as well as the increased pumping and O&M costs. 

In exchange for SWP Contractor payments, DWR is required to make all reasonable efforts to complete facilities 
necessary for water deliveries, subject to fiscal, construction scheduling, and operating constraints. DWR is 
authorized to accept SWP Contractor advances to complete design and construction of SWP facilities if DWR, for 
whatever reason, does not have the funds on hand. In such cases, the amount provided by a SWP Contractor is 
credited by DWR against the Contractor’s obligation under the State Water Contracts. 

The charges paid by the SWP Contractors pay for the debt service and costs of revenue bonds issued by DWR to 
finance the cost of constructing SWP facilities. About 78 percent of the construction costs for the SWP system 
have been financed by the sale of general obligation and revenue bonds. The debt service for these bonds is paid 
by DWR through collections from the SWP Contractors, not the general state taxpayer. The SWP Contractors that 
are the beneficiaries are responsible for all water development and transportation-related costs, including those 
pertaining to the O&M of SWP facilities. General O&M costs are not financed through bonds. 
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The current State Water Contracts would remain in effect for: (1) 75 years from the effective date of an individual 
agency’s contract; (2) December 31, 2035: or (3) until all bonds issued to finance construction costs of SWP 
facilities have been repaid, whichever period is longer. DWR and the SWP Contractors are currently negotiating 
details of an extension of the State Water Contracts. The parties reached an agreement in principle for this 
amendment in June 2014. The proposed amended agreement between the parties would extend the term of the 
State Water Contracts until December 31, 2085. In addition, the proposed agreement would amend the State 
Water Contracts’ current treatment of capital costs on an amortized basis to an annualized, “pay as you go” basis 
for revenues needed by DWR in a given year for scheduled debt service to repay capital costs.  

For California WaterFix, the existing State Water Contracts between DWR and the individual SWP Contractors 
would be the mechanism to recover the SWP share of California WaterFix costs from all contractors downstream 
of the Sacramento-San Joaquin Delta. The five SWP Contractors that are north of the Delta – County of Butte, City 
of Yuba City, Plumas County Flood Control & Water Conservation District, Napa County Flood Control & Water 
Conservation District, and Solano County Water Agency – would not receive direct benefits from California 
WaterFix and would be excused from payment of project costs. 

Costs are assumed to be recovered in proportion to each SWP Contractor’s baseline Table A contract amount. 

FINANCING THE SWP CONTRACTOR SHARE OF CALIFORNIA WATERFIX 

The ultimate source of funds for the SWP Contractors’ share of California WaterFix costs would be revenue bonds. 
DWR plans to issue a series of new bonds, California WaterFix Revenue Bonds, for the SWP share of the total 
capital costs. Based on the 55/45 SWP/CVP split, this amount is $8.4 billion in 2014 dollars, or $9.2 billion in 2017 
dollars. Bond proceeds would fund construction, planning, and other preconstruction costs (including the 
reimbursement of funds and services previously provided by various state and federal contractors, including 
Metropolitan), and would pay for the costs of bond issuance. Scheduled principal and interest on California 
WaterFix bonds would be secured by a portion of revenues collected by DWR under its long-term SWP State 
Water Contracts. Pledged funds under the State Water Contracts would be deposited into a Revenue Fund 
maintained by DWR to ensure payment of the debt service. 

Initially, for the SWP Contractors’ share of the costs, DWR proposes to sell revenue bonds to a finance joint 
powers authority (Finance JPA) comprised of certain SWP and CVP Contractors. This would facilitate the financing 
and marketability of its revenue bonds. DWR’s direct sale of these revenue bonds is targeted for the middle of 
calendar year 2018. 

CONTRIBUTIONS BY CVP CONTRACTORS  

The overall financing plan calls for the remaining amount of California WaterFix costs to be contributed by the 
CVP Contractors that would participate in the project. Based on the 55/45 SWP/CVP split, this amount is $6.8 
billion in 2014 dollars, or $7.5 billion in 2017 dollars. DWR and the participating CVP Contractors are negotiating 
terms of a master agreement for use of California WaterFix facilities. This agreement would allow CVP Contractors 
to purchase an interest in a set amount of capacity in California WaterFix facilities. Under the proposed 
agreement, and based on the 55/45 split, CVP Contractors would pay for (1) 45 percent of all capital and fixed 
O&M costs for California WaterFix, regardless of use; and (2) all variable O&M costs associated with the CVP 
Contractors’ actual use of facilities. This agreement also would provide a payment mechanism for variable O&M 
costs incurred to move CVP water that is not classified as California WaterFix water. 

Pursuant to the terms of the proposed master agreement, CVP Contractors would be entitled to transfer or 
convey portions of their rights to use the facility to other CVP or SWP Contractors, but would not be allowed to 
sell, exchange or transfer their rights outside of the state and federal water contractor families. 
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WATER CONTRACTOR FINANCE JOINT POWERS AUTHORITY 

The marketability of California WaterFix Revenue Bonds to private investors may be affected by judicial challenges 
to DWR’s authority over the project. DWR therefore proposes to make direct placement sales of California 
WaterFix Revenue Bonds to a Finance JPA consisting of certain SWP and CVP Contractors until resolution of such 
legal challenges. 

Under this approach, the Finance JPA would purchase California WaterFix Revenue Bonds directly from DWR in 
phases. The proceeds would be used to pay California WaterFix capital costs. In turn, the Finance JPA would 
finance its purchase of California WaterFix Revenue Bonds by issuing its own bonds (Finance JPA Bonds). 

The debt service for the Finance JPA Bonds would be secured by DWR’s pledge to pay a portion of the amounts 
collected under the State Water Contracts and paid to the Finance JPA as debt service payments for the DWR-
issued California WaterFix Revenue Bonds. 

ARTICLE 51(E) AND GAP FUNDING CONTRIBUTIONS 

To fund continuing design and preconstruction costs prior to the issuance of revenue bonds for California Water 
Fix, DWR proposes a pair of interim funding mechanisms. Through the end of the 2017 calendar year, DWR 
proposes the use of so-called Article 51(e) funds. Under Article 51(e) of the State Water Contracts, DWR may 
allocate certain additional funds to mutually-agreed SWP purposes after conferring with SWP Contractors on the 
appropriate use. DWR’s proposed use of Article 51(e) funds through December 31, 2017, is subject to the DWR 
Director’s discretion. 

From January 2018 until the issuance of the first revenue bonds for the project, DWR plans to request the short-
term contribution of additional funds from willing SWP and CVP Contractors, or a joint powers agency 
representing such contractors, for continuing pre-construction costs. Such additional contributions would be 
similar in concept to prior advances made for the California WaterFix’s planning, study, design and environmental 
assessment costs. Additional contractor contributions would be made pursuant to a Gap Funding Agreement with 
DWR. Gap funding contributions would be subject to reimbursement from the first issuance of bonds by DWR. 
Under the current schedule, Metropolitan staff would provide options for Metropolitan’s participation in a Gap 
Funding Agreement to the Board for its consideration when it considers taking action on California WaterFix. 

Financed Costs of the SWP Contractor Share 
In implementing the financing plan, there is a range of possible cost impacts to the SWP Contractors. Capital 
financing costs would extend over the term of the bonds, while O&M costs would continue through the operating 
life of the facilities. 

The following analysis focuses on the financing of the 55 percent SWP share of California WaterFix. The financing 
scenarios assume that 100 percent of capital costs for the water facility and mitigation are debt financed and 
annual O&M costs are paid as incurred. Project and financing assumptions common to all scenarios are shown in 
Table 2. The financial assumptions reflect values typically used in Metropolitan’s financial analysis of projects or 
DWR requirements. 
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TABLE 2: PROJECT AND FINANCIAL ASSUMPTIONS 

PROJECT ASSUMPTIONS 

Project Start 2019 

Water Facility Substantially Complete 2032 

First Year Project Operational 2033 (Year 15) 

Average Improvement in Project Water Supply 1.3 MAF/Year 

State Water Project/Central Valley Project Share 55%/45% 

Metropolitan’s Share of State Water Project 47.13% 

Metropolitan’s Overall Share of Project 25.92% 

FINANCIAL ASSUMPTIONS 

Escalation Rate 3.00% 

Discount Rate 3.00% 

Level Annual Debt Service 

Fixed Interest Rate 4%, 6%, and 8% Scenarios 

Underwriters Discount $2.50 per $1,000 

Cost of Issuance $0.5M per issue 

Bond Reserve ½ max annual debt service 

Bond Cover 25% 

 

FINANCING SCENARIOS 

All financing scenarios assume that bonds would be issued annually, with the final bond sale in year 15 of project 
construction when California WaterFix is scheduled to be operational. All bond issues would be fixed rate debt 
issues with level annual debt service and no interest or principal deferment during construction. All bond issues 
are assumed to have a 40-year term. 

The only thing that changes in the three scenarios is the interest rate paid on the bond issuances. The interest 
rate is the most influential factor in determining the financing cost of the project. Current interest rates for AA 
rated municipal bonds are about 3.88 percent. The base case financing scenario, “Base Case 4% Interest 
Scenario,” estimates the cost of the project using an approximation of current interest rates of 4 percent. The 
second “6% Interest Scenario” is consistent with Metropolitan’s 2013 estimate of California WaterFix costs. The 6 
percent interest approximates the 6.135 percent assumption used for Metropolitan’s first cost estimate.2 The 
6.135 percent interest rate was based on a 95 percent confidence interval of interest rates over the past decade. 
This means that 95 percent of the time interest rates were less than 6.135 percent. The third “8% Interest 
Scenario” shows the sensitivity of California WaterFix financing costs and the effect of a doubling of interest rates 
from current market conditions. 

                                                           
2
 “Bay Delta Conservation Plan Impacts on Integrated Water Resources Plan & Water Rates.” Special Committee on Bay-Delta. Item 3b, 

August 27, 2013. 
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Base Case 4% Interest Scenario 

The Base Case 4% Interest Scenario finances the SWP Contractors’ share of California WaterFix, with 40-year fixed 
rate bonds at an interest rate of 4 percent. The 4 percent interest rate represents current market rates for an AA 
rated California utility. Figure 3 displays the annual payments, in nominal dollars, required to pay for the capital 
financing costs for California WaterFix and the project’s O&M costs. The annual payments increase as annual 
bond issuances would be made to pay for construction. In the 15th year (2033), the final bond issuance would be 
made when construction is substantially complete and the project becomes operational. Full O&M costs also 
begin in 2033. In 2033, when the project is fully operational, annual payments equal $703 million per year, which 
equates to $438 million in 2017 dollars. 

 

FIGURE 3: BASE CASE 4% INTEREST SCENARIO – CAPITAL FINANCING AND O&M COSTS 

6% Interest Scenario 

The 6% Interest Scenario has identical project and financing assumptions as the Base Case, except that the bonds 
have a higher interest rate of 6 percent. Figure 4 displays the annual payments, in nominal dollars, required for 
the capital financing costs for California WaterFix and the O&M to operate the facility. This financing scenario 
results in annual payments of $910 million per year in 2033 when the project is fully operational, which equates to 
$567 million in 2017 dollars. 

 

FIGURE 4: 6% INTEREST SCENARIO – CAPITAL FINANCING AND O&M COSTS 

Total cost when full operation = $703M/YR  
or $438 M/YR in 2017 dollars 

Total cost when full operation = $910M/YR   
or $567 M/YR in 2017 dollars 
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8% Interest Scenario 

The 8% Interest Scenario shows the financing impacts of a much higher interest rate compared to the Base Case. 
The high interest rate scenario is provided to show the effect of a doubling of interest rates from current market 
conditions. Figure 5 displays the annual payments required to pay for the capital financing costs for California 
WaterFix and the O&M to operate the facility. This financing scenario results in annual payments reaching the 
maximum amount of $1.137 billion per year in 2033, which equates to $709 million in 2017 dollars. 

 

FIGURE 5: 8% INTEREST SCENARIO – CAPITAL FINANCING AND O&M COSTS  

COST IMPACT SUMMARY 

The three financing scenarios described above outline the annual payments required for the financing of capital 
construction costs and annual O&M costs. The cost impact analysis is based on the annual costs incurred when 
the project is fully operational in 2033. This point is used for cost impact analysis because it is the year when the 
full cost impact of the project is incurred. Costs from 2033 to 2059 are mostly level, with small increases in O&M 
costs because of inflation. 

Figures 3, 4 and 5 above show the annual California WaterFix costs in nominal dollars. While nominal dollars 
represent the actual dollar outlays that would be expended at various points in time, they have not been adjusted 
for inflation and therefore cannot be compared to today’s costs. Since the costs occur in the future they are 
discounted to 2017 dollars to (1) calculate comparative cost impacts by comparing to today’s costs and (2) 
compare the cost of California WaterFix to alternatives with costs estimated in today’s dollars. 

A summary of the cost impacts for the Base Case, 6% Interest Scenario and 8% Interest Scenario in 2017 dollars is 
shown in Tables 3 and 4.  

The total annual costs for the SWP share of California WaterFix when the project is fully operational are expected 
to range from $438 million in the Base Case to $709 million in the 8% Interest Scenario in 2017 dollars. About 92-
95 percent of these costs are capital financing costs and 5-8 percent of costs are annual O&M costs. 

Total cost when full operation = $1,137 M/YR 
 or $709 M/YR in 2017 dollars 
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TABLE 3: FINANCING STATE WATER PROJECT SHARE OF CALIFORNIA WATERFIX IN 2017 DOLLARS 

 Base Case 
4% Interest 

6% Interest 
Scenario 

8% Interest 
Scenario 

Units 

CALIFORNIA WATERFIX CAPITAL COST 

Total Water Facility & Mitigation Capital Costs 16.7 16.7 16.7 2017 $B 

FINANCING STATE WATER PROJECT (SWP) PORTION 

SWP SHARE 55% 55% 55%  

SWP Share of Capital Costs 9.2 9.2 9.2 2017 $B 

FINANCING RATE 4% 6% 8%  

Term 40 40 40 years 

Annual Financing Costs (1) 403 532 673 2017 $M 

Annual O&M Costs (1) 35 35 35 2017 $M 

TOTAL ANNUAL COSTS 438 567 708 2017 $M 

(1) When project is fully operational in 2033 (year 15). 

 

Analyses of Cost Impacts 

METROPOLITAN SHARE OF PROJECT COST 

When excluding the five north-of-Delta contractors, Metropolitan’s share of the SWP Table A Contract Amounts is 
47.13 percent. Metropolitan’s 47.13 percent share can be used to calculate the annual cost impact to 
Metropolitan from the total financing of the SWP share of California WaterFix. The annual cost impact to 
Metropolitan for the three scenarios ranges from $207 million in the Base Case to $334 in the 8% Interest 
Scenario in 2017 dollars. See Table 4. 

When compared to Metropolitan’s current costs, as represented by the 2017/2018 Revenue Requirement of 
$1.574 billion, the total annual percentage cost increase to Metropolitan from California WaterFix ranges from 13 
percent in the Base Case to 21 percent in the 8% Interest Scenario. Spreading the total annual percentage cost 
increase over the 15-year period to 2033 when the maximum annual cost impact would be incurred results in an 
annual average percentage cost increase ranging from 0.9 percent in the Base Case to 1.4 percent in the 8% 
Interest Scenario. 

Dividing the annual cost impact by Metropolitan’s 2017/2018 budgeted 1.7 million acre-feet (MAF)3 sales base 
provides an estimate of the increase in Metropolitan’s average water cost required to recover the annual 
California WaterFix cost. The increase in Metropolitan’s average water cost would range from $122/AF in the Base 
Case to $196/AF in the 8% Interest Scenario in 2017 dollars. This increase is the largest increase that would be 
required once the project is fully operational in 2033. Annual increases would be approximated by the annual 
average percentage cost increases of 0.9 percent in the Base Case to 1.4 percent in the 8% Interest Scenario. 
Estimates of the annual cost increases have already been incorporated into Metropolitan’s ten-year Financial 
Forecast as part of the planning for California WaterFix. Their impact on rates are also included as part of the long-
term projected average 4.5 percent rate increases that have been previously published (see section on Impact on 
Metropolitan’s Ten-Year Financial Forecast).  

                                                           
3 Based on Metropolitan’s 2017/18 Budget. 
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TABLE 4: METROPOLITAN SHARE OF CALIFORNIA WATERFIX COSTS IN 2017 DOLLARS 

 Base Case 
4% Interest 

6% Interest 
Scenario 

8% Interest 
Scenario 

Units 

METROPOLITAN’S SHARE OF ANNUAL PROJECT COSTS 

METROPOLITAN’S SHARE OF SWP 47.13% 47.13% 47.13%  

Financing Costs (1) 190 251 317 2017 $M 

O&M Costs (1) 17 17 17 2017 $M 

TOTAL COSTS 207 268 334 2017 $M 

METROPOLITAN’S COST IMPACT 

METROPOLITAN’S OVERALL COST INCREASE 13% 17% 21%  

Annual Cost Increase Over 15 Years 0.9% 1.1% 1.4%  

Average Cost Increase per AF (1,3) 122 157 196 2017 $/AF 

Metropolitan’s 2017 Full Service Tier 1 Treated 
Water Rate with California WaterFix (1,3,4) 

1,101 1,136 1,175 2017 $/AF 

Average Monthly Household Impact (1,3,5) 1.90 2.50 3.10 2017 $ 

ILLUSTRATIVE MARGINAL COST (UNIT COST)     

Marginal Cost at Clifton Court Forebay (6) 613 793 991 2017 $/AF 

Marginal Cost when Treated and Conveyed to 
Service Area (6,7) 

840 1,020 1,218 2017 $/AF 

(1) When project is fully operational in 2033 (year 15). 
(2) Based on Metropolitan’s 2017/18 Revenue Requirement of $1,574M. 
(3) Based on Metropolitan’s 2017/18 Budget of 1.7 million acre-feet (MAF). 
(4) Metropolitan’s 2017 Full Service Treated Volumetric Rate = $979/AF. 
(5) Based on 6.2 million occupied residential households in the Metropolitan service area and 70 percent residential/30 percent 

commercial split. 
(6) Based on projected average supply improvement of 1.3 MAF/YR. 
(7) Based on 2017/18 Budget, $197/AF State Water Contract Power costs and $30/AF variable treatment costs. 

 

Residential Household Impacts in the Service Area: 

One measure of the relative cost of California WaterFix is the approximate cost impact to residential households. 
While it is not possible to calculate the precise water rate impacts at the retail level because of the wide variation 
in water rates and differential costs and sources of water supplies from retail purveyors, it is possible to 
approximate an average household impact using basic planning assumptions and data.4 

There are an estimated 6.2 million residential households in Metropolitan’s six-county service area. Residential 
water use comprises about 70 percent of the total Municipal and Industrial (M&I) water use. By allocating 70 
percent of the calculated annual California WaterFix cost to Metropolitan to M&I sector and dividing by the 
number of residential households, an average household cost impact can be estimated. By this method, the 
average annual household impact within Metropolitan‘s service area is estimated to range from $23.30 in the 
Base Case to $37.70 in the 8% Interest Scenario. On a monthly basis, this presents a range of household impacts 
of $1.90 in the Base Case to $3.10 in the 8% Interest Scenario. 

                                                           
4
 Metropolitan is a regional wholesale water provider and provides water service only to its 26 member agencies. Some of those agencies 

provide retail service, but others are only wholesale water providers. Thus, Metropolitan does not provide water directly to retail 
customers and it has no control over the manner by which any retail water agency recovers its costs for Metropolitan water. 
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Illustrative Marginal Cost Per Acre-Foot 

SWP Contractors do not purchase units of water from the SWP, as previously noted. However, the estimated 
marginal cost per acre-foot for California WaterFix is still useful for comparing to the marginal costs of other 
resources and for evaluation purposes. 

The total annual costs for the SWP share of California WaterFix when the project is fully operational is expected to 
range from $438 million in the Base Case to $709 million in the 8% Interest Scenario in 2017 dollars. The project’s 
water supply reliability benefits are described in detail in the second policy white paper, “Modernizing the 
System: California WaterFix Operations.” California WaterFix is estimated to bring an average water supply yield 
improvement of 1.3 MAF per year based on a range of 1.2 MAF to 1.4 MAF, depending on future regulatory and 
operating requirements, of which about 55 percent would be the SWP share. Dividing the total annual costs by 
the average water supply yield results in an estimated marginal cost of $613/AF in the Base Case to $991/AF in 
the 8% Interest Case in 2017 dollars. This would represent the marginal cost of the supply at the Clifton Court 
Forebay. To compare the marginal cost of California WaterFix to the marginal costs of other resources within 
Metropolitan’s service area, variable conveyance and treatment costs must be added. The marginal cost of 
California WaterFix when treated and conveyed to Metropolitan’s service area ranges from $840/AF in the Base 
Case to $1,218/AF in the 8% Interest Case in 2017 dollars5. 

IMPACT ON METROPOLITAN’S TEN-YEAR FINANCIAL FORECAST  

Metropolitan’s latest Ten-Year Financial Forecast was produced as part of the fiscal year 2016/17 and 2017/18 
Biennial Budget. As part of the ongoing planning for California WaterFix, Metropolitan’s Ten-Year Financial 
Forecast included costs for the project that were estimated in 2015. The Ten-Year Financial Forecast costs 
assumed California WaterFix financing with terms similar to the 6% Interest Scenario but with a construction 
schedule that had an earlier start and completion date. As a result, the cost projection that was included in the 
Ten-Year Financial Forecast is higher than each of the three scenarios included in this paper. A comparison of cost 
estimates of Metropolitan’s share of California WaterFix is shown in Figure 6. 

 

 

 

 

 

 

 

 

 

FIGURE 6: COST ESTIMATE COMPARISON OF METROPOLITAN’S SHARE OF CALIFORNIA WATERFIX 

The Ten-Year Financial Forecast estimated annual rate increases of 4.5 percent for 2019 through 2026, which 
included cost estimates for California WaterFix that were higher than those shown in this paper. Thus, the 
projected rate increases in the Ten-Year Financial Forecast are conservative with respect to California WaterFix, 
and need not be revised at this time. The projected rate increases from the Financial Forecast are shown below in 
Table 5. 

                                                           
5
 Based on Metropolitan’s 2017/18 Budget, $197/AF State Water Contract Power costs and $30/AF variable treatment costs 
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TABLE 5: SUMMARY OF PROJECTED RATE INCREASES FROM METROPOLITAN’S 10-YEAR FORECAST 

Year 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 

Avg Rate 
Increase 

1.5% 1.5% 4.0% 4.0% 4.5% 4.5% 4.5% 4.5% 4.5% 4.5% 4.5% 4.5% 

COMPARISONS OF CALIFORNIA WATERFIX COSTS TO OTHER LARGE WATER INFRASTRUCTURE 
PROJECTS IN THE STATE 

The project costs and impacts of California WaterFix on individual public agencies are comparable to the 
construction of other large water infrastructure projects and underscores the project’s economic value. 

A survey of both the funding mechanisms used for other public water projects as well as the capital cost impacts 
of those projects was previously considered in Chapter 8 of the Bay Delta Conservation Plan. As shown in Table 6, 
per capita costs for California WaterFix facilities compare favorably with other large‐scale water projects in 
California. 

TABLE 6: COSTS OF LARGE‐SCALE WATER PROJECTS IN CALIFORNIA, SORTED BY PER CAPITA COSTS IN 2017 
DOLLARS 

Project Agency 
Date 

Completed 

Capital 
Cost in 
Billions 

(1) 

Population 
within Service 

Area in 
Millions 

(2) 

Project 
Cost per 
Capita 

Diamond Valley 
Reservoir/Inland Feeder  

Metropolitan Water 
District  

2000 $3.6 18 $198 

Freeport Project  East Bay Municipal 
Utility District  

2010 $0.6 1.3 $481 

Emergency Storage 
Project  

San Diego County 
Water Agency  

Est. 2014 $1.7 2.8 $598 

Capital Improvement 
Program  

Santa Clara Valley 
Water District  

Ongoing $1.1 1.8 $620 

California WaterFix CA Department of 
Water Resources  

Est. 2033 $16.7 25 $669 

Los Vaqueros Reservoir 
Expansion Project  

Contra Costa Water 
District  

2012 $0.7 0.55 $1,186 

State Water Project  State of California  1965 $19.2 13 $1,476 

Coastal Branch 
Aqueduct  

Department of Water 
Resources and Central 
Coast Water Authority  

1997 $1.1 0.43 $2,444 

Hetch Hetchy Aqueduct 
Improvement Project  

San Francisco Public 
Utilities Commission  

Ongoing $5.1 2.5 $2,052 

Source: BDCP Public Draft, November 2013, Chapter 8, Table 8‐44. 
(1) Capital costs presented in 2017 based on ENR Construction Cost Index – 20 Cities. 

(2) Population at time of completion or 2017 for projects not yet completed. 
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COMPARISON OF CALIFORNIA WATERFIX TO OTHER WATER SUPPLY ALTERNATIVES  

Concerns have been raised that California WaterFix is costly and that other local supply alternatives should be 
developed in its place. To address this, an analysis of potential local supply alternatives is necessary to determine 
comparable costs. A significant amount of local resources have already been developed through Metropolitan’s 
Integrated Resources Plan (IRP). The 2015 IRP Update continues to target future local resource development in 
addition to California WaterFix. The 2015 IRP Update process included a comprehensive review of potential local 
project alternatives and a survey of actual and estimated development costs. Given the range of cost resulting 
from the financing analyses detailed in this white paper, California WaterFix is a cost-effective component of 
Metropolitan’s IRP. Potential local project alternatives would be more costly than California WaterFix and would 
result in much higher costs to ratepayers. See Table 7. 

Comparing the Cost of California WaterFix with the Cost of Local Resource Alternatives 

As presented in the second policy white paper, “Modernizing the System: California WaterFix Operations,” the 
future total water supply from the SWP and CVP with California WaterFix is estimated to range from 4.7 to 5.3 
MAF on a long-term average annual basis, while a future condition without California Water Fix is assumed to be 
3.5 to 3.9 MAF. 

This average increment of 1.3 MAF per year in total SWP and CVP supplies translates to 337,000 AF6 of supplies 
available to Metropolitan based on cost and water allocation methodology. Although California WaterFix provides 
reliability and water quality benefits for all SWP supplies made available to Metropolitan, for purposes of 
comparing California WaterFix to the costs of alternatives, only the 337,000 AF increment is used. 

As shown in Table 4, the marginal cost of a 337,000 AF increment with California WaterFix under the Base Case is 
calculated at $613/AF in 2017 dollars7. The estimated annual cost for California WaterFix to Metropolitan under 
the Base Case is $207 million in 2017 dollars. 

In the 2015 IRP Update, Metropolitan updated its survey of potential local resources projects and local resource 
development costs. For the purposes of comparing to California WaterFix, rather than developing and analyzing a 
specific alternative mix of local resources that could be developed to replace a 337,000 AF increment of water 
supplies from California WaterFix, the cost of two focused alternatives were developed: recycled water and 
seawater desalination. The estimated cost of developing the two focused alternatives is based on the estimated 
costs of two specific project examples; the cost of each falls within the range of surveyed costs from the IRP. For 
the recycled water alternative, the estimated cost of the proposed Regional Recycled Water Project (RRWP) was 
used. For the seawater desalination alternative, the projected cost of the Carlsbad Desalination Plant was used. 
Other local supply alternatives, such as distributed stormwater capture, have surveyed cost ranges that are equal 
to or greater than recycled water or seawater desalination and thus would have total costs that are represented 
by the two focused alternatives.  

Recycled Water Alternative 

Based on the 2015 IRP Update survey of local resource development cost, recycled water development ranges in 
cost between $526/AF and $8,412/AF in 2015 dollars. In addition, Metropolitan recently completed a feasibility 
study for the Regional Recycled Water Project (RRWP), a large-scale indirect potable reuse project that could 
provide 165,000 AF per year of water. Based on the feasibility study, the RRWP is estimated to cost $1,610/AF in 
2016 dollars. Escalating the cost of the RRWP to 2017 dollars results in a cost of $1,658/AF. After accounting for 
the offset cost of treating and distributing SWP water supplies from California WaterFix to be equivalent to locally 
delivered water, the resulting net unit cost of $1,431 can be multiplied by the 337,000 AF increment to obtain a 
total annual cost of $482 million in 2017. 

This annual cost increase is more than twice the annual cost of California Water Fix of $207 million under the Base 
Case. Using the same method as used previously in this paper to estimate household impact of California WaterFix 

                                                           
6
 Based on Metropolitan's 25.92 percent share of the project. 

7
 Based on Metropolitan’s 2017/18 Budget, $197/AF SWP power costs and $30/AF SWP variable treatment costs. 
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at $1.90 per household per month, the recycled water alternative would have a household impact of $4.50 per 
household per month, an increase of $2.60 over the household impact of California WaterFix. 

Seawater Desalination Alternative 

Based on the 2015 IRP Update survey of local resource development cost, seawater desalination ranges between 
$1,530/AF and $2,985/AF in 2015 dollars. The San Diego County Water Authority released a projection of the 
2017 unit costs for the Carlsbad Desalination Plant, with an estimated unit cost of $2,412/AF. After accounting for 
the offset cost of treating and distributing SWP water supplies from California WaterFix to be equivalent to locally 
delivered water, the resulting net unit cost of $2,185 can be multiplied by the 337,000 AF increment to estimate a 
total annual cost of $736 million in 2017 dollars. This represents an increase of 256 percent in the additional 
annual cost over the annual cost of California WaterFix of $207 million under the Base Case. Using the same 
method as used previously in this paper to estimate household impacts, the seawater desalination alternative 
would have a household impact of $6.90 per household per month, an increase of $5.00 over the household 
impact of California WaterFix. 

TABLE 7: COST OF ALTERNATIVES TO CALIFORNIA WATERFIX 

 California 
WaterFix Base 

Case 

Recycling 
Alternative* 

Desalination 
Alternative** 

Units 

Unit Cost $613 $1,658 $2,412 2017 $/AF 

Loss SWP Power and Variable 
Treatment Cost (1) 

--- ($227) ($227) 2017 $/AF 

Net Unit Cost $613 $1,431 $2,185 2017 $/AF 

Yield (2) 337 337 337 TAF 

Annual Cost 207 482 736 2017 $M 

Cost Increase over California 
WaterFix 

 133% 256%  

Metropolitan’s Overall Cost 
Increase (3) 

13% 31% 47%  

Average Cost Increase per AF (4) 122 284 433  

Average Monthly Household 
Impact (4,5) 

$1.90 $4.50 $6.90 2017 $ 

* Based on Regional Recycled Water Program Feasibility Study, base case scenario $1,610/AF in 2016 dollars escalated to 2017 
dollars (3 percent). Assumed financing with annual debt service for 30 years at 4 percent. 

** Based on projected 2017 unit cost of Carlsbad Desalination Plant as reported by San Diego County Water Authority, unit cost 
would increase as debt service increases over time (not level debt service). First principle payment deferred until 2020. 

(1) Based on 2017/18 Budget, $197/AF State Water Contract Power costs and $30/AF variable treatment costs. 
(2) Based on 1.3 MAF average improvement in project water supply x 25.92 percent (Metropolitan’s overall share of project) 
(3) Based on 2017/18 Revenue Requirement of $1,574 million. 
(4) Based on Metropolitan’s 2017/18 Budget of 1.70 MAF. 
(5) Based on 6.2 million residential households in the Metropolitan service area and 70% residential/30% industrial split. 

 

California WaterFix has been identified in the IRP as part of a balanced and diversified approach to providing a 
reliable water supply to Southern California. The IRP approach relies upon continued development of local 
resources and conservation development to meet the growing demands of the service area. Developing additional 
local resources as an alternative to California WaterFix would be significantly more expensive and result in much 
higher cost and household impacts. 
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Implementation and Management Approaches 
As noted throughout this policy white paper, many assumptions have been made in Metropolitan’s analysis of the 
project’s financial aspects. These include assumptions that have been explicitly stated, such as assumed interest 
rates and the type of financing, as well as assumptions that have been implied, such as whether the SWP and CVP 
Contractors assumed to participate in the project and its funding will actually do so. As the project moves 
forward, these assumptions would be tested, revised, or replaced. This section outlines the implementation and 
management approaches to cost allocation and financing that will be used as the California WaterFix plans are put 
into effect. 

FINANCING OPTIONS 

Assuming California WaterFix moves forward, Metropolitan would coordinate with DWR and the other SWP and 
CVP Contractors to evaluate options to optimize financing and reduce costs. One way would be to use short-term 
borrowing (like commercial paper) to finance construction and then periodically replace short-term borrowing 
with fixed rate bonds. This example would reduce debt service costs by taking advantage of the lower interest 
rates on the short-term borrowing and eliminating the negative carry8 on a long-term, fixed bond. Alternative 
financing options such as those potentially available under the Water Infrastructure Finance and Innovation Act 
Program (WIFIA) and the Water Infrastructure Loan Act (WILA) would also be explored. 

Water Infrastructure Finance and Innovation Act Program 

In addition to the outlined revenue bond financing structures, DWR and the SWP and CVP Contractors may also 
leverage monies that may be available under the Water Infrastructure Finance and Innovation Act Program 
(WIFIA). 

Authorized under the Water Resources Reform and Development Act of 2014 (WRRDA), WIFIA is modeled after 
1998’s successful Transportation Infrastructure Finance and Innovation Act (TIFIA) to provide low-interest 
financing (secured loans or loan guarantees) for the construction of water and wastewater infrastructure. WIFIA is 
similar to State Revolving Fund (SRF) programs, but is intended to provide subsidized financing for large-dollar-
value projects. Eligible recipients include corporations, partnerships, municipal entities, and SRF programs. 

For fiscal year 2017, WIFIA received initial funding of $20 million, of which $3 million is to be used for 
administrative purposes, leaving $17 million to subsidize loans. WIFIA leverages federal dollars, so for every dollar 
Congress appropriates, $50 to $60 is expected to be loaned out. That means the $17 million would leverage an 
estimated $1 billion in federal loans based on an average rate subsidy of about 2 percent. On May 5, 2017, as part 
of an omnibus spending bill, Congress appropriated an additional $10 million for WIFIA. The additional $10 million 
brings WIFIA funding in 2017 to $30 million, which can leverage an estimated $1.5 billion in federal loans. For 
fiscal year 2018, WIFIA is budgeted to again receive initial funding of $20 million. 

Given the funding allocations and eligibility requirements, WIFIA may provide supplemental funding for the 
project and serve as part of the suite of funding tools. It would not, however, serve as the sole source of project 
funding. 

Water Infrastructure Loan Act 

The proposed Water Infrastructure Loan Act (WILA) is modeled after the existing Railroad Rehabilitation 
Improvement and Financing program. The proposed WILA program is designed to provide financial resources for 
the maintenance, development, and enhancement of water infrastructure while protecting the interest of the 
taxpayers. WILA is draft legislation and as such the program does not currently exist. However, with federal 
legislative action to authorize WILA, the program could provide alternative or supplemental California WaterFix 
financing with the following benefits: 

                                                           
8
 Negative Carry is a situation in which the cost of holding a security exceeds the yield earned. A negative carry situation is typically 

undesirable because it means the investor is losing money. 
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 Low Rate – Reduced Cost 

 Locked Rate – Reduced Interest Rate Risk 

 Draw Down Feature – Reduced Interest Carry 

 Delayed Repayment – Repayment can be deferred until 5 years after substantial completion of the project 

 100 percent of project construction costs financed through WILA. 

Metropolitan will continue to monitor the proposed legislation. If WILA becomes available, Metropolitan would 
work with DWR and the other contractors to evaluate and pursue financing as appropriate. 

COST AND WATER SUPPLY MANAGEMENT MEASURES UNDER SWP CONTRACTS 

The costs of California WaterFix are substantial. However, as outlined in this policy white paper, the costs that 
would be allocated to Metropolitan are reasonable and affordable, given the water supply reliability 
improvements. Indeed, California WaterFix is the least-cost alternative compared with other new long-term water 
supply options. However, each water contractor is differently situated. For some, the calculations are not as clear 
as for others, and some SWP Contractors may look to the flexibility under their SWP State Water Contracts as a 
means of managing their overall reliability needs and cost exposure. 

The State Water Contracts have provisions and flexibility that provide SWP Contractors with tools to manage their 
long-term costs and reliability through various methods, including the purchase and sale of Table A water, 
exchanges of supplies and transfers of supplies. 

While all SWP Contractors south of the Delta would participate in California WaterFix, some contractors may wish 
to balance the increased reliability of California WaterFix against the increased costs. This would be accomplished 
by adjusting their contractual rights to Table A water on either a permanent or temporary basis through the 
mechanisms noted below.  

Permanent Table A Adjustment 

The State Water Contract provides for permanent transfers of Table A between SWP Contractors. Each transfer 
involves a price for the transferred Table A that the acquiring contractor pays to the relinquishing contractor. The 
acquiring contractor also assumes all prospective charges associated with the transferred Table A. In addition, if 
the contractor needs additional aqueduct capacity to convey the acquired Table A water, there are additional 
transportation, capital, and O&M charges for additional use of facilities. Finally, in SWP reaches where additional 
capacity is required, the acquiring contractor would have a one-time obligation for retroactive SWP transportation 
capital charges. This charge is redistributed among contractors based on repayment reach participation. The SWP 
retroactive capital charge is similar in concept to Metropolitan’s annexation fee. 

The SWP Contractor relinquishing Table A is relieved of the prospective charges for the amount of Table A 
relinquished. That contractor also receives the negotiated price for each acre foot of Table A relinquished. 

To make the purchase of Table A more manageable in the future, the SWP Contractors have proposed reducing 
the period used to calculate the retroactive SWP transportation capital charge. This period is proposed to be 
changed from all past years to a lesser period, between 30 and 50 years. These discussions, however, are in the 
early stages and not associated with California WaterFix. 

Short Term Adjustment 

There is flexibility under the State Water Contract for short and medium term adjustments to Contract payment 
obligations, while still retaining Table A participation rights. Historically, these adjustments included the Turnback 
Pool and, for 2013/14 and 2015/16, the Multi-year Market Pool. The price for water in the Turnback Pool is a 
fraction of the Delta Water Charge. The price for water in the Multi-year Market Pool was market-based.  
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Additional areas of flexibility under the existing contract include extending the return period for water exchanges, 
allowing higher return ratios for exchanges; allowing one-year exchanges; and allowing flexibility in cost 
compensation for exchanges and allowing multi-year transfers and exchanges. Flexibility in the exchange and 
transfer programs would enable contractors to structure agreements between willing participants to meet the 
financial and water supply needs of each party. For example, a contractor that desires to have long-term reliability 
can participate in California WaterFix by entering into medium-term agreements that cover costs in the early 
stages of construction and operation through multi-year transfers that ensure financial integrity of the selling 
party and boost reliability of the purchasing party. Multi-year exchanges would serve the same purpose and 
provide similar benefits to parties entering into those agreements. 

Contractor Payment Default 

The SWP long-term State Water Contracts require the SWP Contractors to pay for all water supply-related costs of 
the infrastructure capital, operations, and maintenance of SWP facilities. Thus, a significant concern for the state 
is the risk of contractor default on their payment obligations. This concern has been addressed through the 
provisions of the long-term contracts themselves. 

The SWP State Water Contracts include articles that obligate each SWP Contractor to make payments. The 
contract articles also include language that obligates, and if necessary compels, the SWP Contractor to levy taxes 
or assessments in the event of non-payment. Additionally, the State may suspend water deliveries, within health 
and safety limits, if the contractor is in default for a significant period. 

There are additional provisions related to default on charges for SWP capital facilities financed with revenue 
bonds. The SWP State Water Contracts provide for the state to protect bondholders and non-defaulting 
contractors against costs resulting from any SWP Contractor’s failure to make payments related to the revenue 
bonds. 

In practice, the State administers this provision by maintaining a revenue bond reserve equal to one half the 
maximum annual revenue bond debt service for all outstanding revenue bonds and by adding a 25 percent 
refundable surcharge to the SWP Contractor’s revenue bond capital charge. 

For California WaterFix, the SWP long-term State Water Contracts would continue as the primary contracting 
vehicle between DWR and the SWP Contractors. As such, these contracts would address uncertainties relating to 
default on the payment obligations under the contracts. 

MANAGING UNCERTAINTIES 

Uncertainties involving financing assumptions and approaches for California WaterFix would largely be addressed 
through the development of new agreements among the SWP and CVP Contractors, the proposed joint powers 
authorities, and DWR, as well as through reliance on the considerable protections already in place under the 
existing SWP long-term State Water Contracts. Processes and commitments would be included in these 
agreements to reduce financial risks and uncertainties. These agreements will be summarized in detail for the 
Board’s consideration at the time it is asked to render decisions on California WaterFix.  

Table 8 highlights some key uncertainties and strategies to reduce risks associated with financing California 
WaterFix. 
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TABLE 8: KEY UNCERTAINTIES AND RISK REDUCTION STRATEGIES 

Key Uncertainties Risk Reduction 

Interest Rates  Other financing options would be evaluated to optimize financing and reduce costs, 
such as short-term borrowing, pursuing WIFIA supplemental funding, or pursuing 
financing through the potential WILA program. 

SWP Contractor 
Default on Payments 

 Protections are already built into the SWP State Water Contracts, obligating the 
Contractor to make payments, and if necessary, compels the Contractor to levy 
taxes or assessments in the event of non-payment. 

Participation in and 
Solvency of Finance 
JPA 

 Agreements would provide that in the event DWR cannot make its payments, SWP 
members would “step up” to pay their fair share of debt service. 

 Decisions of Finance JPA by a board of directors that would include Metropolitan. 

Reimbursement of 
direct Contractor 
funding contributions 

 DWR would include in its first issuance of revenue bonds an amount sufficient to 
reimburse Contractor-provided gap funding as well as all prior funding 
contributions for planning costs. 

Judicial Determination 
on DWR Authority to 
Issue Bonds 

 During pendency of litigation, private placement bond sales with Finance JPA would 
allow funding for project implementation to proceed. 

 If DWR is found not to have the requisite authority, a process would be established 
leading to potential conveyance of interest in the project to the Finance JPA or 
designee. 

CVP Contractor 
Participation 

 DWR would not move forward with project implementation without the 
commitment of a sufficient number of SWP and CVP Contractors. 

 Discussions are on-going concerning the risk of a participating CVP Contractor to 
default during project implementation. 

Conclusion 
The State Water Project is a vital source of water for Californians that needs reinvestment and modernization. 

California WaterFix would be an important step in this effort and would provide wide-ranging benefits both in 
terms of water supply reliability and environmental improvements. The state and federal water contractors would 
fund all of the capital costs, associated mitigation, and operation and maintenance costs of the California 
WaterFix consistent with the beneficiary pays principles. 

In looking at California WaterFix and evaluating economic factors, an overriding consideration is whether the 
benefits of the project’s water supply reliability, water quality benefits, resiliency against natural events such as 
earthquakes and major flood events, and longer term climate change impacts and sea level rise outweigh the 
project costs and risks. The costs, financing options, and management considerations that have been presented 
provide a positive cost-benefit analysis and demonstrate that California WaterFix represents an investment in 
ensuring California’s water future. 

 Note: For additional information on Metropolitan’s policies related to California WaterFix, including a policy 
white paper on infrastructure improvements that would modernize the state’s water system and a policy 
white paper on California WaterFix Operations, see http://mwdh2o.com/ or 
http://www.mwdh2o.com/DocSvcsPubs/WaterFix/ 

 

http://mwdh2o.com/
http://www.mwdh2o.com/DocSvcsPubs/WaterFix/
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