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Agenda for Regular Meeting
of the Board of Directors of the Palmdale Water District
to be held at the District’s office at 2029 East Avenue Q, Palmdale

Wednesday, August 27, 2014
7:00 p.m.

NOTE: To comply with the Americans with Disabilities Act, to participate in any Board
meeting please contact Dawn Deans at 661-947-4111 x1003 at least 48 hours prior to a
Board meeting to inform us of your needs and to determine if accommodation is feasible.

Agenda item materials, as well as materials related to agenda items submitted after
distribution of the agenda packets, are available for public review at the District’s office
located at 2029 East Avenue Q, Palmdale. Please call Dawn Deans at 661-947-4111
x1003 for public review of materials.

PUBLIC COMMENT GUIDELINES: The prescribed time limit per speaker is
three-minutes. Please refrain from public displays or outbursts such as unsolicited
applause, comments, or cheering. Any disruptive activities that substantially
interfere with the ability of the District to carry out its meeting will not be permitted
and offenders will be requested to leave the meeting.

Each item on the agenda shall be deemed to include any appropriate motion, resolution,
or ordinance to take action on any item.

Pledge of Allegiance.

Roll Call.

Adoption of Agenda.

Public comments for non-agenda items.
Presentations:

5.1)  Cash for Grass Rebate Program. (Water Conservation Aide Trevino)

Providing high quality water to our current and future customers at a reasonable cost.
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6)

7

8)

9)
10)

Action Items - Consent Calendar (The public shall have an opportunity to comment on
any action item as each item is considered by the Board of Directors prior to action being
taken.)

6.1)  Approval of minutes of regular meeting held August 13, 2014,
6.2) Payment of bills for August 27, 2014.

6.3)  Approval of budget reallocation to purchase used dump truck. ($55,000.00 — Non-
Budgeted — Facilities Manager Moore/Facilities Committee)

6.4)  Approval of Resolution No. 14-14 Adding a Claims Presentation Protocol as Article
19 to the Palmdale Water District’s Rules and Regulations. (Attorney Quilizapa)

Action Items — Action Calendar (The public shall have an opportunity to comment on any

action item as each item is considered by the Board of Directors prior to action being
taken.)

7.1)  Consideration and possible action on approval of Agreement in Principle (AIP)
affirming terms of contract extension between Palmdale Water District (PWD),
State Water Contractors, and the Department of Water Resources (DWR) for a
future amendment to extend the State Water Project contract to year 2085. (Water &
Energy Resources Director Pernula/Water Supply & Reliability Committee)

7.2)  Consideration and possible action on Board and staff attendance at conferences,
seminars, and training sessions as follows: None at this time.

Information Items:
8.1)  Reports of Directors:

a) Meetings/General Report.
8.2)  Report of General Manager.

a) Information Technology Department activities. (Information Technology
Manager Stanton)

b) Update on status of water main replacement funding. (Assistant General
Manager Knudson)

8.3)  Report of Attorney.
Board members' requests for future agenda items.

Adjournment.

A A oW

DENNIS D. LaMOREAUX
General Manager

DDL/dd



AGENDA ITEM NO. 6.3

PALMDALE WATER DISTRICT
BOARD MEMORANDUM

DATE: August 21, 2014 August 27, 2014
TO: BOARD OF DIRECTORS Board Meeting
FROM: Mr. Tim Moore, Facilities Manager

VIA: Mr. Matthew R. Knudson, Assistant General Manager
Mr. Dennis D. LaMoreaux, General Manager

RE: AGENDA ITEM NO. 6.3 - APPROVAL OF BUDGET REALLOCATION
TO PURCHASE USED DUMP TRUCK.

Recommendation:

Staff and the Facilities Committee recommend that the Board approve a budget
adjustment in the not-to-exceed amount of $55,000.00 and authorize staff to proceed with
the purchase and delivery of a replacement dump truck.

Background:

The District’s only water truck, truck 5, a 1994 GMC was recently damaged in a
jobsite incident requiring the rental of a replacement truck to allow the Crew to continue
with water system maintenance and replacement projects. Repairs to truck 5 are
anticipated to cost approximately $10,000.00 and will take several weeks to complete.
Truck 5 is also operating under a low-use exemption in lieu of a $16,000.00 diesel
exhaust filter, but current usage is exceeding allowable miles for continuing this
exemption and installing a filter will be required in the near future for compliance with
ARB rules.

To address the issues with truck 5 (accident damage and emissions compliance),
staff recommends moving the water tank and pump from truck 5 to dump truck 67. Dump
truck 67 has a gasoline engine which is emissions compliant with no current restrictions
and will work well as a water truck. Truck 67 is also equipped with air brakes allowing
the water truck to be used to tow a trailer, if needed. Truck 5 does not have this
capability. Of the 3 dump trucks, 67 was chosen as the replacement water truck since it is
not well suited as a dump truck and the dump bed is scheduled for floor replacement and
paint. It has too high of a gear ratio for the loads imposed and is severely underpowered
when loaded and towing a backhoe in the foothills causing the clutch to be slipped
excessively leading to repeated clutch failures.
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Replacing truck 5 with truck 67 will result in a 25% decrease in available dump
trucks, which will not cause an immediate hardship, but will impact Crew production
especially during pipeline replacement projects. Shop staff recommends purchasing a
newer model, low mileage, emissions compliant chassis to replace truck 67. A 2005 Ford
F750 dump truck with only 9500 miles and already equipped with a diesel particulate
filter has been located. The truck is very well equipped including air conditioning and
automatic transmission and is very compatible with our existing fleet. The anticipated
purchase price for this vehicle would be approximately $50,000.00. A second, very
similar truck was also located but has already been sold.

Strategic Plan Initiative:

The approval of this item will help accomplish goals set under Strategic Initiative
No. 3 — “Increase the Value of the District through Maintenance and Enhancement of the
Infrastructure.”

Budget:

The approval of this item will require a budget adjustment in the not-to-exceed
amount of $55,000.00 for Replacement Equipment.

The District’s Budget Control Guidelines require that transfers between operating
budget amounts above $25,000 must be approved by the Board of Directors. Staff
recommends transferring the following uncommitted and available funds from the
following operating budget accounts.

e $25,000.00 Maintenance & Rep. Boosters 1-04-4235-405
e $10,000.00 Waste Disposal 1-04-6000-000
e $20,000.00 Water Lines 1-04-4235-420

Total = $55,000.00

Supporting Documents:

= Brochure of 2005 Ford F-750 Dump Truck
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2005 Ford F-750

OTE Trucks
Wheat Ridge
8955 West 44th Avenue
Wheat Ridge, CO 80033
(877) 500-6546
www. dtifrucks.com

s

2005 Ford F-750 5-7 Yd. Dump Truck, Cat Diesel With 275 HP, Autematic, Only 5500
Miles!

2005 Ford F-750 Dump Truck, Caterpillar C-7 Turbo Diesel Engine With Cleaire California Emissions
And 275 HP, Allison 3000 RDS § Speed Automatic Transniission, 4X2, Single Axie, Rear Wheel
Drive, Air Brakes, Spring Suspension, 33,000 Lbs. GVWR, 10,000 Lbs. Front Axie, 23,000 Lbs. Rear
Axle, Regutar Cab, AIC, Cruise Control, Tilt Steering, Manuat Windows Mirrors And Locks, Bucket
Seats, Vinyt Interior, 50 Gal. Steel Fuel Tank, Pintte Hitch With Electric Brake Controfier And Glad
Hands, Great Tires On 22.5" Steel Wh'eels, 10'L. Steel Dump Body, Manual Tailgate, 3 Ceoal Chutes,
Manual Pull Tarp, Electric Fioor Vibratoy, Body Access Ladders, 24" Frame Mounted Tool Box, Like
New, Very Low Mile, Great Runining Single Axie Dump Truck With Only 9K Miles! Detafled, Serviced
And DOT Safety Inspected At DT Trucks!

GENERAL INFORMATION

Price $49,750.007
Color White/Black
Displacement 7200 ce

VIN # 115869

Stock Number 8724
Mites/Hours 9517

Duty Medium - Heawy
Class Class 7 (@YW 28,001-33.000 Ibs)
Cab Style Standard Cab
CoL Required Yes

Gross Vehicle Wt Rating 33000
GVWR)

Air Conditioning Yes

800Dy

Load Body Composition Steel
Transfer Box MNo
GIMENSIONS

Box Size ¢

ENGINE & BRIVETRAIN

Engine Make Caterpiliar
Engine Model C-7 Acedt
Engine Type Turbe Diesel
Engine Brake No
Horsepower 218
Displacement 7200 ce

Fuel Type Diesel

Tank Capacity 50 Galien
Transmission Allison 3000 Series
Gears B
OPERATIONAL

Brakes Air
Suspension Spring

httreananas divimiek e eam/nrenumed  brnchnre asn?veh=3R 18618

R/19/2014



AGENDA ITEM NO. 6.4
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DATE: August 27, 2014

TO: Honorable President & Board Members,
Palmdale Water District

FROM: William W. Wynder,
General Counsel &
Patty Quilizapa,
Assistant General Counsel

SUBJECT: Resolution Adding A Claims Presentation Protocol As Article 19 To The
Palmdale Water District Rules and Regulations

Recommendation:

Consider the attached resolution entitled: A RESOLUTION OF THE BOARD OF DIRECTORS
OF PALMDALE WATER DISTRICT ADDING ARTICLE 19 TO THE PALMDALE WATER
DISTRICT RULES AND REGULATIONS TO ADOPT A PRESENTATION PROTOCOL
FOR CLAIMS PRESENTED AGAINST THE PALMDALE WATER DISTRICT

Summary:

The Palmdale Water District does not have an ordinance, resolution, or regulation regarding a
protocol for claims for money or damages presented against the District. This resolution would:

1) create, under Article 19 of the Palmdale Water District Rules and Regulations, a presentation
protocol for such claims,

2) require claims presentation from any party for any claim for damages, including those
currently exempted under the Government Claims Act, and

3) impose a “pay first, litigate later” requirement for litigating refund claims or disputes
concerning any District taxes, fees, fines, or other payments, thereby requiring persons
challenging the payment of taxes, fees, fines, and other payments to the District to make such
payments prior to commencing any actions to recover such payments.

Adoption of the proposed resolution will impose a uniform procedure for the filing of claims
against the District, streamline the process to reduce the District’s time and expense in
responding to such claims, and protect the District against delay tactics that could preclude
payment of taxes, fees, or fines due and owing to the District for several years.
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Background & Analysis:

Typically in California, with certain exceptions created by statute or constitutional law, a public
agency such as the District is immune from liability for its actions that cause injury to person or
property under the doctrine of “sovereign immunity.” Nonetheless, the State enacted the
Government Claims Act (Government Code 88 810 et seq.) (the “Act”), establishing the
statutory protocol for the presentations of liability claims to a public agency for consideration
and possible action, whether those claims sound in tort, contract, or otherwise.

Under the Act, any claimant seeking money or other damages from the District must file an
administrative claim within an applicable six-month or one-year statute of limitations as a
prerequisite to the filing of a civil action in court against the District. This allows the District to
timely investigate claims, to reduce litigation expenses and potential judgments, and to limit
liability by barring certain claims.

Section 905 of the Act exempts certain types of claims from the prerequisite administrative claim
presentation requirement, including, but not limited to, claims by the State or other local public
entity, public employees, and claims related to taxes, special assessments and bonds. Thus, if a
claim is exempted under Section 905, the claimant may file a lawsuit without first presenting a
claim to the District.

However, Section 935 of the Act provides that claims that are excluded from the prerequisite
administrative claim presentation requirement under Section 905, and that are not governed by
other statutes or regulations expressly related thereto, may be covered by a public agency’s
charter, ordinance, or regulation that requires the filing of an administrative claim prior to the
filing of a civil action against the public agency. Therefore, the District may adopt a presentation
protocol requiring all claims, even those exempt under Section 905 of the Act, to first be filed
administratively with the District prior to any lawsuit. Such a protocol would allow the District
to limit potential liability against claims that are untimely and to reduce litigation expenses and
potential judgments.

Furthermore in California, a person challenging a claim against a public agency’s taxes, fines, or
fees must first pay the disputed amount prior to filing a lawsuit. This is known as the “pay first,
litigate later” or “pay first” doctrine. This rule stems from Article XIII, Section 32 of the
California Constitution which requires that all taxes due to the State be paid before seeking
judicial review of a tax assessment. Courts have applied this doctrine even as to claims between
public agencies. (Water Replenishment Dist. of Southern Calif. v. City of Cerritos, et al. (2013)
220 Cal.App.4th 1450, 1466-67.)

The “pay first, litigate later” rule allows revenue collection to continue during litigation, so funds
necessary for essential public services are not withheld from the public agency. However, in
City of Anaheim v. Superior Court, the Court questioned the applicability of this State provision
where a public agency had not expressly incorporated the requirement in its code or charter.
((2009) 179 Cal.App.4th 825, 831.) There, a group of online travel companies challenged the
City of Anaheim’s $21.3 million tax assessment levied against them pursuant to a local transit
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occupancy tax. In the case, the court held that the city could not rely on the California
Constitution but needed its own local ordinance.

In the District’s case, there is no ordinance, resolution, or regulation containing an administrative
claim presentation requirement under Section 935 of the Act for all claims for money or
damages, including claims exempt under Section 905 of the Act, before pursuing litigation.
Likewise, there is no ordinance, resolution, or regulation containing an express requirement to
pay taxes, fines, or fees before pursuing litigation. This puts the District in a vulnerable position
and increases the District’s potential liability for all types of claims for money or other damages.

Accordingly, we have prepared a resolution recommending the addition of Article 19 to the
District’s Rules and Regulations which would add a presentation protocol for all claims against
the District, including a “pay first, litigate later” requirement for litigating refund claims or
disputes concerning any District taxes, fees, or fines. This will require anyone challenging taxes,
fees, fines, or other payments to the District to first make such payments prior to commencing
any actions to recover such payments. In addition, Article 19 will require all public entities, and
others exempted under Section 905, with claims for money or damages against the District to file
an administrative claim with the District prior to commencing litigation, and will prevent claims
from being filed on behalf of a class of persons unless verified by each member of that class.

Procedurally, Article 19 will require all claims to be delivered to the District’s office and to the
attention of the General Manager. The General Manager will audit each demand and investigate
each claim, and then present the claim to the Board of Directors with a recommendation as to the
action to be taken. The General Manager will not have authority to approve any claim without
the approval of the Board of Directors. Any claim approved by the Board of Directors will be
drawn through the warrant process in the same manner as provided for the payment of other
claims and demands.

We are recommending that the Board of Directors adopt the proposed resolution to add to the
Palmdale Water District Rules and Regulations Article 19 relating to the establishment of a
presentation protocol for claims against the District. We have included the proposed Article 19
in the attached draft resolution for the Board’s consideration.

Fiscal Impact:

Adoption of the proposed resolution expressly provides the District with the same benefits as the
State, limits the District’s potential liability for claims, and protects the District against delay
tactics that could preclude payment of taxes, fees, or fines due and owing to the District for
several years.

Supporting Document:

e Resolution 14-14



PALMDALE WATER DISTRICT
RESOLUTION NO. 14-14

A RESOLUTION OF THE BOARD OF DIRECTORS OF
PALMDALE WATER DISTRICT ADDING ARTICLE 19 TO
THE PALMDALE WATER DISTRICT RULES AND
REGULATIONS TO ADOPT A PRESENTATION
PROTOCOL FOR CLAIMS PRESENTED AGAINST THE
PALMDALE WATER DISTRICT

WHEREAS, the doctrine of “sovereign immunity” provides that, with certain exceptions
created by statute or constitutional law, a public agency is immune from liability for its actions
that cause injury to person or property; and

WHEREAS, Government Tort Claims Act (Government Code 88 810 et seq.) (the
“Act”) establishes the statutory protocol for the presentations of liability claims to a public
agency for consideration and possible action, whether those claims sound in tort, contract, other
form of liability; and

WHEREAS, the Act establishes the procedural rules pursuant to which a claimant may
seek a damage award from a public agency, including procedural rules requiring the filing of an
administrative claim within an applicable six-month or one-year statute of limitations as
prerequisites to the filing of a civil action against the public agency; and

WHEREAS, the procedural requirements provide public agencies the opportunity to
timely investigate claims, to reduce litigation expenses and potential judgments, and to limit
liability by barring certain claims; and

WHEREAS, Section 905 of the Act exempts certain damage claims from the
prerequisite administrative claim presentation requirements, including, but not limited to, claims
by the state or other local public entity against a public agency; and

WHEREAS, Section 935 of the Act provides that claims that are excluded from the
prerequisite administrative claim presentation requirements under Section 905, and that are not
governed by other statutes or regulations expressly related thereto, may be covered by a public
agency’s charter, ordinance, or regulation that requires the filing of an administrative claim prior
to the filing of a civil action against the public agency; and

WHEREAS, Section 22727 of the Water Code provides that all claims for money or
damages against irrigation water districts are governed by the Act; and

WHEREAS, Article XIII, Section 32, of the California Constitution sets forth what is
commonly known as a “pay first, litigate later” doctrine, which requires a taxpayer to pay a tax,
fee, fine, or assessment before commencing a court action to challenge the collection thereof,
and said doctrine is made applicable to all types of government, including water districts (Water
Replenishment Dist. of Southern Calif. v. City of Cerritos, et al. (2013) 220 Cal.App.4th 1450,
1466-67); and

-1-



WHEREAS, the California Court of Appeals has stated that the “pay first, litigate later”
doctrine only applies when a public agency has a “pay first, litigate later” provision in its policies
and practices (City of Anaheim v. Superior Ct. (2009) 179 Cal.App.4th 825); and

WHEREAS, board of directors of the Palmdale Water District desires to enact a claims
presentation procedure and a “pay first, litigate later” requirement, which will benefit the District
and its customers by imposing a more uniform procedure for the filing of claims against the
District, streamline the process to reduce the District’s time and expense in responding to such
claims, and ensure the District’s revenue remains stable pending litigation to ensure services
continue to be provided to the District’s customers.

NOW, THEREFORE, BE IT RESOLVED, by the Board of Directors of the Palmdale
Water District as follows:

Section 1: The above recitals are all true and correct and are hereby adopted as findings.

Section 2: Article 19 entitled “Claims Presented Against The District” is hereby added
to the Palmdale Water District Rules and Regulations to read in full as follows:

“ARTICLE 19: CLAIMS PRESENTED AGAINST THE DISTRICT

19.01 AUTHORITY.

This regulation is enacted pursuant to Section 935 of the California Government Code.
19.02 CLAIMS REQUIRED.

All claims against the District for money or damages that are excluded by Government Code
8905 and that are not otherwise governed by the Government Claims Act, California
Government Code 88 900 et seq., or another state law (hereinafter in this resolution, “claims”)
shall be presented within the time, and in the manner, prescribed by Part 3 of Division 3.6 of
Title 1 of the California Government Code (commencing with Section 900 thereof) for the
claims to which that Part applies by its own terms, as those provisions now exist or shall
hereafter be amended, and as further provided by this Chapter.

19.03 FORM OF CLAIM.

All claims shall be made in writing and verified by the claimant or by the guardian, conservator,
executor, or administrator of claimant. In addition, all claims shall contain the information
required by California Government Code 8§ 910 through 915.4. The foregoing reference to
Government Code 88 910 through 915.4 shall not be construed to authorize a class claim, and no
claim may be filed on behalf of a class of persons unless verified by every member of that class.

19.04 DELIVERY OF CLAIMS AND ADMINISTRATION.

All documents setting forth claims or demands against the District must be delivered to the
District Office, located at 2029 East Avenue Q, Palmdale, California 93550, to the attention of
the General Manager. The General Manager, or designee, shall audit each demand and
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investigate each claim for damages and shall cause the same to be promptly presented to the
Board of Directors with a recommendation as to the action which should be taken.
Notwithstanding the foregoing, the General Manager may delegate to a third-party administrator
the general administration of claims under the continued supervision of the General Manager.

19.05 CLAIM PREREQUISITE TO SUIT.

In accordance with California Government Code 88 935(b) and 945.6, all claims shall be
presented as provided in this section and acted upon by the District prior to the filing of any
action on such claims, and no such action may be maintained by a person who has not complied
with the requirements contained in this resolution.

19.06 ACTIONS FOR PAYMENT OF TAXES, FEES OR FINES; PAYMENT
REQUIRED PRIOR TO COMMENCEMENT OF LEGAL ACTION.

No injunction or writ of mandate or other legal or equitable process shall issue in any suit,
action, or proceeding in any court against the District or an officer thereof to prevent or enjoin
the collection of taxes, fees, or fines sought to be collected pursuant to any provision, resolution,
or ordinance of the District for the payment of all taxes, fees, or fines. Payment of all taxes, fees,
or fines, interest, and penalties shall be required as a condition precedent to seeking judicial
review of the validity or application of any such tax, fees, or fines.

19.07 SUIT.

Any action brought against the District upon any claim or demand shall conform to the
requirements of Sections 940-949 of the California Government Code. Any action brought
against any employee of the District shall conform with the requirements of Section 950-951 of
the California Government Code.

19.08 WARRANT FOR PAYMENT.

If a claim or demand against the District is presented to the Board of Directors and allowed and
ordered paid by it, the General Manager shall draw a warrant upon the Finance Director for the
amount allowed, which warrant shall be countersigned by the General Manager. The warrant
shall also specify for what purpose it is drawn and out of what fund it is to be paid.

If the warrant statement referred to shows sufficient available funds in the treasury legally
applicable to the payment of the same, and in case of a written contract that the condition under
which the money would become due has been performed, the General Manager shall cause a
warrant to be drawn thereon, in the same manner as provided for the payment of other claims and
demands.

19.09 SPECIAL CLAIMS PROCEDURES.

Notwithstanding the general provisions of Section 19.02 with respect to claims, pursuant to the
authority contained in Section 935 of the California Government Code, the following claims
procedures are established for those claims against the District for money or damages not now
governed by state or local laws:



A. Employee Claims. Notwithstanding the exceptions contained in Section 905
of the California Government Code, all claims by public officers or employees
for fees, salaries, wages, overtime pay, holiday pay, compensating time off, or
vacation pay, sick leave pay, and any other expenses or allowances claimed due
from the District, when a procedure for processing such claims is not otherwise
provided by state or local laws shall be presented within the time limitations
and in the manner prescribed by Sections 910 through 915.4 of the California
Government Code relating to the prohibition of suit in the absence of
presentation of claims and action thereon by the Board of Directors.

B. Contract and Other Claims. In addition to the requirements of this resolution,
and notwithstanding the exemptions set forth in Section 905 of the California
Government Code, all claims against the District for damages or money, when
procedure for processing such claims is not otherwise provided by state or local
laws, shall be presented within the time limitations and in the manner
prescribed by Sections 910 through 915.4 of the California Government Code
relating to the prohibition of suit in the absence of presentation of claims and
action thereon by the Board of Directors.”

Section 3: Severability. If any section, subsection, paragraph, sentence, clause or
phrase of this resolution is for any reason held to be invalid or unconstitutional, such invalidity
or unconstitutionality shall not affect the validity or constitutionality of the remaining portions of
this resolution, it being expressly declared that this resolution and each section, subsection,
paragraph, sentence, clause and phrase thereof would have been adopted, irrespective of the fact
that one or more other section, subsection, paragraph, sentence, clause or phrase be declared
invalid or unconstitutional.

Section 4: Construction. This resolution is to be interpreted liberally and applied
consistent with the interpretation and application of Article XIII, Section 32 of the California
Constitution and Revenue and Tax Code Section 6931.

PASSED, APPROVED, AND ADOPTED at a regular meeting of the Board of

Directors of Palmdale Water District held on , 2014.
Kathy Mac Laren, President Joe Estes, Secretary
Palmdale Water District Palmdale Water District



AGENDA ITEM NO. 7.1

PALMDALE WATER DISTRICT
COMMITTEE MEMORANDUM

DATE: August 20, 2014 August 27, 2014
TO: BOARD OF DIRECTORS Board Meeting
FROM: Jon M. Pernula, Water and Energy Resources Director

VIA: Mr. Dennis D. LaMoreaux, General Manager

RE: AGENDA ITEM NO. 7.1 - CONSIDERATION AND POSSIBLE ACTION

ON APPROVAL OF AGREEMENT IN PRINCIPLE (AIP) AFFIRMING
TERMS OF CONTRACT EXTENSION BETWEEN PALMDALE WATER
DISTRICT (PWD), STATE WATER CONTRACTORS, AND THE
DEPARTMENT OF WATER RESOURCES (DWR) FOR A FUTURE
AMENDMENT TO EXTEND THE STATE WATER PROJECT
CONTRACT TO YEAR 2085

Recommendation:

Staff and the Water Supply & Reliability Committee recommend approval of the Agreement
in Principle of negotiated terms for extension of our State Water Contract to year 2085.

Background:

In the 1960's, PWD, along with 28 other water agencies, entered into long-term water supply
contracts (Contracts) with the Department of Water Resources (DWR). Under terms of the
contracts, the Department of Water Resources provides water service to these agencies,
known as State Water Project Contractors, from the State Water Project (SWP) in exchange
for payments that recoup all costs associated with providing that water service over the life of
the SWP. The majority of the capital costs associated with the development and maintenance
of the SWP is financed using revenue bonds. These bonds have historically been sold with 30
year terms that extend to the year 2035, the year in which most of the Contracts expire.

It has become more challenging each passing year to affordably finance capital expenditures
for the SWP since bonds used to finance the expenditures are limited to terms that only
extend to the year 2035, less than 30 years from now. In order to ensure continued
affordability of debt service to all SWP Contractors, it is necessary to extend the termination
date of the Contracts. The extension of the Contracts will allow DWR to continue to sell
bonds with 30 year terms thus ensuring the debt service on these bonds remains affordable to
SWP Contractors and their water customers. Other benefits of contract extension include
streamlining and improving the transparency of the billing process and easing financial
compression at the end of the current contract. The extension of the State Water Contract will
also ensure a commitment for continued SWP service beyond year 2035.
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Strategic Plan Initiative:

Strategic Initiative No. 1, Strategic Water Management.

Budget:
N.A.

Supporting Documents:

e Agreement in Principle
e SWP contract extension PowerPoint presentation

e Forecasting Negotiated Charges (SWC Contract Extension Committee 5/22/2014)
PowerPoint presentation




AIP Concerning Extension of SWP Water Supply Contracts
Execution Version june 18, 2014
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Dare:

SUBIECT:

June 18, 2014

Agreement in Principle Concerning Extension of the State Water Project’ Water
Supply Contracts

This document contains a statement of principles that could provide the foundation for an
agreement between each State Water Project Contractor’ {Contractor) and the Department of
Water Resources (DWR or Department) that will extend and otherwise amend the Water Supply
Contract between such Contractor and DWR.

CQutline of Agreement in Principle

Objective 1
Obijective 2A
Objective 2B

Term of Contract
Reserves
Accounts (SRA, 5SA, ECA)

Objective 2C Flow of Funds
V. Objective 2D Financial Management
V. Objective 28 Supplemental Billing
VIl Objective 2F  Cost Recovery
VI Objective 26 SWRDS Reporting Principles
X Objective 24 51{e} Revenue Reporting Requirements
X Objective 3A  Simplification of Billing
X Objective 3B Replacement Accounting System
Xit. Objective 3C  Articte 1{hh)
XL Objective 3D Billing Authorization
XIv. Objective 4 BDCP and DHCCP Participation
AV, Provision 1 Other Contract Provisions
XVL Provision 2 Environmental Review Process
XV, Provision 3 Authorized Representative Signatures

' The State Water Project is the name commoniy used to refer to the State Water Resources Devefopment System (Water Code

Section 12931)

? The State Water Project Contractors includes Alameda County Flood Coentrol and Water Conservation District (Zone 7). Alameda
County Water District, Anielope Valley-East Kern Water Agency, Castaic Lake Water Agency, City of Yuba City, Coachetla Valley
Water District, County of Butle, County of Kings, Crestline-L.ake Arrowhead Water Agency, Desert Water Agency, Dudley Ridge
Water District, Empire West Side irrigation District, Kern County Water Agency, Littlerock Creek lisigation District, The Metropolitan
Water District of Southern California, Mojave Water Agency, Napa County Fiood Conirol and Water Conservation District, Oak Flat
Water District, Palmdale Water District, Plumas County Flood Control and Water Conservation District, San Bemardino Valley
Municipal Water District, San Gabriel Valiey Municipal Water District, San Gorgonio Pass Water Agency, San Luis Obispo County
Flood Confrol and Water Conservation District, Sania Barbara Counly Flood Control and Water Conservation District, Santa Clara
Valley Water District, Sclano County Water Agency, Tulare Lake Basin Water Storage District, and Ventura County Flood Control
District.
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STATEMENT OF PRINCIPLES

L QOBIECTIVE 1: TERM OF CONTRACT

A. Water Supply Contract Term Extension

1.

Extend term of the SWP water supply contracts to December 31, 2085.

H. OBJECTIVE 2A: RESERVES

A. General Operating Account (GOA)

1.

Uses of GOA - Cash flow deficiencies resulting from chargeable water supply purposes
and/or during a SWRDS emergency for any SWRDS purpose.

SWRDS Emergency - An immediate, urgent, critical, unexpected, or impending situation
that, in the judgment of the Director, Department of Water Resources {Director), may cause
or pose a risk of causing injury, loss of life, damage to the property, impairment of the
financial condition, and/or interference with the normal activities of the State Water
Resources Development System which requires immediate attention and remedial action.

Initial Cap - increase the authorized General Operating Account (GOA) initial cap to $150
million in Article 51{a}{3).

Cap Adjustment Determination - Every five years subsequent to the year of the initial cap
increase, there shall be a business case analysis on the GOA authorized cap including an
evaluation of the cap and business risks associated with SWRDS cash flow provided to the
SWRDS Finance Committee for recommendation to the Director regarding a GOA cap
adjustment. if there is a decrease in the cap {but the cap shall not be lower than $150
million), the excess funds would be transferred to the SWRDS Reinvestment Account (SRA).

Cap Adjustment Funding Source (Pre-2035) - Shall be the Director’s discretion to use 51(e)
revenues’, investment earnings retained in the GOA, and transfers of funds from the SRA
and SWRDS Support Account {SSA}.

Cap Adjustment Funding Source {Post-2035) - Shall be the Director's discretion to use the
investment earnings retained in GOA and the funds within the SRA and SSA.

Rate of Funding for Cap - Limitation on the amount ($2 million per year) and timing of
additional contributions to the GOA contained in Article 51{e}{3}{v) will be deleted. DWR
will be able to use any amount of available 51{e) revenues to increase funds in the GOA up
to the authorized maximum GOA funding level and such funding shall be subordinate to the
annual rate management reductions to the Contractors.

® The definition and calculation of 51{e) revenues will be included in the contract amendment fanguage.
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8. GOA Replenishment - Replenishment of the use of GOA funds will come from charges to the
Contractors to the extent the expended funds were spent on chargeable water supply
purposes and from the SSA or other available revenues for costs not chargeable to the
Contractors.

9. GOA Reporting - DWR will prepare monthly reports on the balance and use of the GOA for
the Director, which will be provided to the SWRDS Finance Committee. The SWRDS Finance
Committee will periodically review reporting frequency and make recommendations to the
Director regarding reporting frequency.

10. GOA Investment Earnings - shall be used as follows:

a} Funding GOA to authorized GOA funding level;
b} Transferred, at the discretion of the Director, to the SSA and/or to the SRA.

OBJECTIVE 28: ACCOUNTS (SRA, 554, FCA)

SWRDS Reinvestment Account [SRA)

1. Effective Date of SRA - The SRA shall be established and take effect upon the effective date
of the contract extension amendment.

2. SRA Uses - The primary purpose is to provide a post-2035 SWRDS revenue stream by
investing SRA funds in chargeable SWRDS facilities and programs,

3. Funding Source - At the discretion of the Director, available Article 51(e){1){ii} revenues
cofiected by the State pre-2035. The Director also has discretion to transfer funds from the
SSA or the GOA.

4. Cap on SRA - There will be no Cap ar Cap Adjustments to the SRA.

5. SRA Investments - At the discretion of the Director, authorized SRA investments shall be as
follows:

a) Investment in SWRDS capital facilities, recovered at the prevailing municipal bond
market rates corresponding to the SWRDS bond rating at the time of financing, in
maturity ranges that may extend 10 to 50 years, provided that if the capital asset
being financed has a useful life of less than 10 years, the investment may be
recovered over a comparable period of less than 10 years;

b} Bridge financing of capital costs in lieu of the SWRDS commercial paper program;
and



AlP Concerning Extension of SWP Water Supply Contracts
Execution Version lune 18, 2014

Page 4 of 18

00202

¢} Allowable investments for SWRDS that generate a monetary return on investment.

Use of SRA Funds - At the discretion of the Director, the SRA funds, including but not limited
to investment earnings, shall be used to:

a} Provide a source of replenishment funds to the 5SA;
b} Provide a source of funds to be held in the SRA for investment purposes; and
¢} Provide a funding source for funding level adjustments to the GOA.

SRA Review - The SWRDS Finance Committee is to be consulted about the investments and
activities to be funded from the SRA.

SRA Reporting - DWR will prepare regular reports on the SRA for the Director, which reports
will be provided to the SWRDS Finance Committee.

B. SWRDS Support Account {SSA)}

1.

Effective Date of 5SA - The SSA shall be established and take effect upon the effective date
of the contract extension amendment.

S5A Uses - The purpose of the SSA shall be to provide a source of funds to pay for non-
chargeable expenditures where there are no funds or revenue sources available to pay for
such costs. If reimbursement or a source of revenue is received after the expenditure is
incurred this revenue shall be deposited in the SSA.

SSA Review - The SWRDS Finance Committee shall be consulted about the projects and
activities to be funded from the SSA.

S5A Reporting - DWR will prepare regular reports on the SSA for the Director, which will be
provided to the SWRDS Finance Committee.

tnitial Cap - There would be no cap on the S5A.

Funding Source for Initial Funding - 51{e) revenues and/or the remaining balance of the
State Water Facilities Capital Account {FCA) once the FCA is closed.

S5A Replenishment - Shall be accomplished through 1) reimbursements received for
expenditures made from the 5SA; 2} at the discretion of the Director, transfers from the SRA
and/or from the GOA's available investment earnings, 3) deposits, in the discretion of the
Director, from other available revenues, and 4) interest and other investment income
retained in the SSA. DWR will not charge the Contractors to replenish the $SA for costs not
chargeable to the Contractors under the Water Supply Contracts.
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8. 35A interest Earnings — At the Director’s discretion, retained in the SSA to reduce the annual

SRA replenishment requirement.

State Water Facilities Capital Account {FCA}

1.

The State Water Facilities Capital Account {FCA) pursuant to Article 51{c){2}{v) shall be
reviewed by the SWRDS Finance Committee after five years from the date of the contract
amendment to recommend to the Director whether or not it should be closed and the
halance of the account transferred to the SSA.

OBJECTIVE 2C: FLOW OF FUNDS

Maintain the Monterey Amendment Article 51 Flow of Funds with the following
edits/additions:

1,

Increase Annual Rate Reductions to 548 million. The Annual Rate Reductions shali no longer
apply after December 31, 2035 and the applicable provisions in Article 51 shall be deleted as
of that date.

After the 548 million in annual rate reductions, the Director shall have the discretion to
allocate and transfer up to 80% of available 51{e) revenues, as determined on a projected
basis, and up to 100% on an actual basis into one or more of the following accounts:

a) General Operating Account {GOA)
b} SWRDS Support Account {SSA)
c) SWRDS Reinvestment Account {SRA)

After funds are deposited into a, b, and c above, any remaining available 51(e) revenues will
remain in the Systems Revenue Account and will be tracked separately in DWR’s Enterprise
Resource Planning (ERP) system. The Director will have full discretion over the use of these
funds. DWR will prepare financial reports annually with supporting documentation of the
determination and pravide these reports to the Finance Committee.

Contractors shall agree to forego additional rate management reductions including
additional rate management reductions to make up for deficiencies in past projected rate
management reductions or to provide any additional rate management reductions above
$48 million annually pursuant to Article 51(e){3). Effective with the contract amendment,
Article 51{e){3) shall be deleted,

The contract amendment shall specify those provisions in Article 51 that shall remain in
effect after December 31, 2035 (such as the General Operating Account provision as it may
be amended) and those provisions that will no longer apply after December 31, 2035 and
shall be deleted as of that date.
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5.

Contractors shall agree to waive and release issues related to DWR’s recent adjustment of
the Contractors’ responsibility for facilities south of Dos Amigos.

OBJECTIVE 2D: FINANCIAL MANAGEMENT

State Water Resources Development System Finance Committee

1.

Immediately, the Department of Water Resources shall establish a joint Department of
Water Resources and Contractor finance committee {Committee).

The membership of the Committee shall include both representatives from the Department
of Water Resources and representatives from the Contractors.

The primary purpose of the Committee shall be to make recormmendations to the Director
of the Department of Water Resources concerning the financial policies of the State Water
Resources Development System.

The Department of Water Resources and the Contractors shall describe the scope of the
committee in a charter mutually agreeable to the Department of Water Resources and the
Contractors,

OBIECTIVE 2E: SUPPLEMENTAL BILLING

Supplemental Billing

1.

The supplemental billing provisions authorized under Article 51(c)(4) shall remain in effect
through December 31, 2035, unless the Director determines in his or her discretion to
eliminate the use of supplemental billing prior to that date or upon Director’s acceptance of
a recommendation from the SWRDS Finance Committee. In full consultation with the
SWRDS Finance Committee, DWR will review the System cash balances when the System’s
forecasted 120 days cash balance becomes critical. The Committee will make a
recommendation for action to the Director. The supplemental billing provision may only be
used when available System cash balances are projected to be less than an amount equal to
90 days operating expenditures’. The term “available System cash balances” shall mean the
funds in the following California Water Resources Development Bond Fund accounts:
System Revenue Account (to the extent the funds in the System Revenue Account are not
projected to be needed for payment of Burns-Porter General Obligation Bond debt service
for the next two years), GOA, SRA and SSA [to the extent the funds in the 55A are not
projected to be needed for non-chargeable expenditures for the next two years).

* A description of “operating expenditures” will be included in the contract amendment language.
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OBJECTIVE 2F: COST RECOVERY

A. Cost Recovery

1.

in general, DWR should seek reimbursement for all SWRDS costs from the appropriate
customers and users of SWRDS facilities, including the State. With respect to those SWRDS
costs that are reimbursable by the Contractors, DWR should allocate financial responsibility for
such costs in a manner that is both lawful and equitable, and which endeavors to recover such
costs from the appropriate Contractors. If the Department proposes to not charge any
Contractor the full amount that the Deparitment is entitled to charge the Contractor under the
contract, DWR shall bring a written proposal to the Finance Committee for purposes of
developing a recommendation to the Director regarding the proposal. DWR shall submit such
proposal in writing to the Finance Committee 90 days in advance of the Director issuing any
decision and within such 90 day period the Finance Committee shall provide the Director with a
recommendation regarding such proposal, Such proposals will comply with the structure set
out in 1L.D.2 of the SWRDS Finance Committee Charter,

OBJECTIVE 2G: SWRDS REPORTING PRINCIPLES [EXHIBIT TO THE CONTRACT]

During the term of the water supply contracts, it is likely that financial reports and financial

management reports will change in scope, nature, and frequency. Regardless of the exact
reports used, such reports shall foliow the below principles and guidelines to the extent

applicable.
1. Principle 1: Financial reporting will be generated from the general ledger or data

2.

3.

4.

warehouse of the financial information system {(system of record), such as SAP.

= The financial system of record is the authoritative source for financial reporting data
values in a system. To ensure data integrity, there must be one, and only one,
system of record for financial reporting values.

Principle 2: Financial reporting is not limited to annual financial statements but will be
developed for regular reporting periods.

Principle 3: Financial management reporting generated from other financial systems,
such as Utility Cost Accounting Billing System (UCABS), will identify and analyze
significant variances from prior years or budgets.

Principle 4: Financial reporting and financial management reporting will identify unusual
items and exceptions, and these items will be documented, reviewed, and resolved by
management.,
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5. Principle 5: DWR will use standardized System-wide business rules and utilize a
centralized financial system, such as SAP, UCABS, or other system, to provide
controls/validations to ensure data integrity and reliable reporting.

6. Principle 6: DWR will use standardized data integrity rules in the development and
publication of reports, including but not limited to the following:

(1} Data integrity refers to the accuracy and consistency of data stored in a database,
data warehouse, data mart or other construct.

(2} Data integrity processes verify that data has remained unaltered in transit from
creation to reception or remains unaltered in transit from one system to the next.

a. Data used outside of the Enterprise Resource Planning (ERP) systems to
meet the reporting needs of Program will undergo any number of operations
in support of decision-making, such as capture, storage, retrieval, update
and transfer. it is important to have confidence that during these operations,
the data will be kept free from corruption, modification and remain
unaltered.

{3} Data with “integrity” has a complete or whole structure. Data values are
standardized according to a data model and/or data type. All characteristics of the
data must be correct - including business rules, relations, dates, definitions and
fineage — for data to be complete.

{4) Data integrity is imposed within an ERP database when it is created and is
authenticated through the ongoing use of error checking and validation routines.

{5} Data integrity state or condition is to be measured by the validity and reliability of
the data values.

{6} Data integrity service and security maintains information exactly as it was input, and
is auditable to affirm its reliability.

The SWRDS Finance Committee is charged with providing financial policy recommendations to
the Director, and the Director has final discretion on whether or not to accept the
recommendations. While the SWRDS Finance Committee is not charged with reviewing the
content of financial reports, timely and accurate financial reporting and financial management
reporting provides technical committees access to useful information that can be used to
formulate proposals on financial policy matters that may be brought to the SWRDS Finance
Committee.

OBJECTIVE 2H: 51(e) REVENUE REPORTING REQUIREMENTS

A. 51{e} Revenue Report

1. Create and distribute the Annual Rate Reduction Determination Report. In addition, display
the distribution of Gross Annual Revenues before Recreation, Fish and Wildlife
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Expenditures, Facilities Capital Account and Rate Management Credits and Net Annual
Revenues after Rate Management Credits to the accounts listed in item 2 below.

Create and distribute quarterly an Activity Report by fund-account for all uses, including but
not fimited to the following accounts:

a) General Operating Account {GOA)

b} SWRDS Support Account {SSA)

¢} SWRDS Reinvestment Account {SRA)

d) Systems Revenue Account, 51{e) Sub-Account

e) Davis-Dolwig Fund

f} Facilities Capital Account

g} Suspended Costs

The Activity Report shall display the annual and accumulated 51{e) revenue and expenditure
activity, including the beginning balance, the annual activity and the ending balance for the
year.

Reporting data shall be auditable which includes an audit trail from the costing ledgers to
the general ledger or the Bulletin 132 estimates to the Activity Report,

Report should have sufficient detail to provide comprehensive accounting of annual 51{e)
revenues and the uses the of annual 51{e) revenues to enable the SWRDS Finance
Committee to assess the utilization of these revenues.

OBJECTIVE 3A: SIMPLIFICATION OF BILLING

Implement the Freeze-Go Billing Methodology

1.

The freeze-go date shall be January 1 of the first calendar year starting six (6} months after
the contract extension takes effect, but not earlier than January 1, 2017, provided that if the
Department determines it to be necessary, the Department may rely on estimates and later
true-up for billing and reporting purposes in the initial implementation years after the freeze
go date.

Methodology will recover all costs incurred an and after the freeze-go date, by converting
and authorizing repayment on a Pay-As-You-Go methodology.

Amend the definition of the Project Repayment Period to apply only to those costs incurred
prior to the freeze-go date.

The term of the Project Repayment Period, January 1, 1961 through December 31, 2035, will
remain the same.

The Water Systems Revenue Bond Surcharge will apply only to those costs incurred prior to
the freeze-go date and will terminate at the completion of the Project Repayment Period.
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6.

Amend the definition of the Project interest Rate to apply only to those costs incurred prior
to the freeze-go date. No interest rate, including the Project Interest Rate, shall be applied
to the over/under charges for costs incurred after the freeze-go date. The Project interest
Rate will remain 4.610%.

In identifying “costs incurred” for purposes of determining whether the cost is incurred
before the freeze-go date or on or after the freeze-go date, the following shall apply:

a} Variable costs shall be deemed to occur when the goods or service is provided,
regardiess of when the expenditure for such goods or service is recorded in the financial
information system;

b} Capital and minimum costs shall be deemed to occur when the expenditure for the
goods or service is recorded in the financial information system, regardless of the date
the goods or service is provided.

Defining the Pay-As-You-Go Repayment of Costs Incurred On and After the Freeze-Go Date

1

The annual cost recovery within a bill year for estimated annual operation, maintenance,
power, and replacement costs for project conservation facilities.

The annual recovery of actual debt service, including repayment of the SRA, created by
SWRDS financing activities, within a bill year for financed capital transportation and
conservation facilities.

A capital asset which has a short useful fife and/or will not have a substantial cost, may be
charged to the Contractors in the year the cost is incurred. The SWRDS Finance Committee
may review and make recommendations to the Director regarding the policy of charging the
costs of such assets.

Defining the Pay-As-You-Go Repayment of Actual Debt Service from SWRDS Financing Capital
Costs On and After the Freeze-Go Date

1.

2.

Authorize DWR to finance 100% of all capital costs.

Authorize DWR to use various methods of financing including Water System Revenue Bonds
and SRA, with each method providing an annual repayment schedule which includes a
principal and interest (debt service) component over the life of the fina ncing,

Authorize DWR to bill an amount that is equal to the accumulated annual debt service
payments due per the debt service schedules for SRA investments or matching dollar for
dollar the SWRDS annual debt service payments including the bond cover requirements,
providing 100% capital cost recovery at the financed interest rate over the term of the
financing while meeting the additional bond debt cover requirements.
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OBJECTIVE 3B: REPLACEMENT ACCOUNTING SYSTEM (RAS)
Elimination of the Replacement Accounting System {RAS)

1. Eliminate the Replacement Accounting System {RAS) for Transportation and Conservation
Facilities with the intent to have replacement costs treated as a minimum or capital cost.

2. The unencumbered cash balance of the RAS funds are to be returned to the SWP
Contractors using the RAS allocation methodology.

OBJECTIVE 3C: ARTICLE 1 (hh])

Expanding Water System Facilities Authorized to be Financed by Water System Revenue
Bonds Under Article 1{hh)}

1. Eliminate the January 1, 1987 date for existing facilities within Articte 1({kh)(8); provision to
now read as follows, “ Finance all repairs, additions, and betterments to conservation or
transportation facilities and to all other facilities described in this sub-article {(hh) except for
item (5} the land acquisition prior to December 31, 1995 for the Kern Fan Element of the
Kern Water Bank.”

2. Add provision to expand Article 1{hh} to include “Finance all other capital projects (i.e.
projects and programs for which revenue bonds can be sold) mutually agreed upon in
writing by DWR and 80% of the affected Contractors, provided that the approving
Contractors' Table A amounts exceed 80% of the Table A amounts representing all affected

Contractors”. "Affected Contractors” means those Contractors which would be obligated to
pay a share of the debt service for such project.

OBIECTIVE 3D: BHLLING AUTHORIZATION
A. Billing Authorization

The Department, in fixing and establishing prices, rates, and charges for water and power, shall
include as a reimbursable cost of any state water project an amount sufficient to repay all costs
incurred by the department, directly or by contract with other agencies, for the preservation of
fish and wildiife and determined to be allocable to the costs of the project works constructed for
the development of that water and power, or either. Costs incurred for the enhancement of fish
and wildlife or for the development of public recreation shall not be included in the prices, rates,
and charges for water and power, and shall be nonreimbursable costs,

Such recreational purposes include, but are not limited to, those recreational pursuits generally
associated with the out-of-doors, such as camping, picnicking, fishing, hunting, water contact
sports, boating, and sightseeing, and the associated facilities of campgrounds, picnic areas,
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water and sanitary facilities, parking areas, viewpoints, boat launching ramps, and any others
necessary to make project land and water areas available for use by the public.

In administering this Contract “development of public recreation” shall include recreation
capital and operation and maintenance.

OBJECTIVE 4: BDCP AND DHCCP PARTICIPATION

This Objective will not be part of the SWP contract amendment based on this AIP. Instead,
Contractor participation in the BDCP and DHCCP will be addressed through a separate public
negotiation and environmental review process to develop appropriate SWP water supply
contract amendments. DWR has begun the administrative process that will be used to facilitate
the public negotiations of such amendments. The first public negotiation session is scheduled
for December 2014.

PROVISION 1 — OTHER CONTRACT PROVISIONS

Except as amended, ali provisions of the Water Supply Contract shall be and remain in full foree
and effect.

PROVISION 2 —~ ENVIRONMENTAL REVIEW PROCESS

DWR and the Contractors agree that this AP is intended to be used during the environmental
review process for the California Environmental Quality Act (CEQA), to define the proposed
project description for the purposes of CEQA, and to permit the next steps of the water supply
contract extension process, including scoping and the preparation of the EIR.

The AIP principles are not final contract language and do not represent a contractual
commitment by either DWR or the Contractors to approve any proposed project, to sign
contract amendments, or to extend the contract. By concurring with the AP, DWR and the
Contractors express their intent to move forward with the CEQA process with DWR as lead
agency and the Contractors as responsible agencies, and ultimately develop a proposed project
consisting of contractual amendments consistent with the AIP principles and prepare the EIR for
consideration by DWR and the Contractors.

At the end of the CEQA process and in compliance with CEQA, DWR and the Contractors will
each individually evaluate the EIR and contract amendments, exercise their independent
judgment, and determine whether or not to certify the EIR, approve the proposed project and
sign the contract amendments or to approve an alternative project. Consequently, even though
DWR and the Contractors have agreed to the AIP for the purposes described in the preceding
paragraphs, DWR and each Contractor retain their full discretion under CEQA to consider and
adopt mitigation measures and alternatives, including the alternative of not going forward with
the proposed project.
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Xvil.  PROVISION 3 — AUTHORIZED REPRESENTATIVE SIGNATURES

DWR and each Contractor may express concurrence with this AIP by having their authorized
representatives sign below. DWR and each Contractor will use their best efforts to make a
decision whether to sign the AIP by September 1, 2014. The AIP may be signed in counterparts.

STATE OF CALIFORNIA
DEPARTMENT OF WATER RESOURCES

By:
Name:
Title:
Date:

ALAMEDA COUNTY FLOOD CONTROL AND WATER CONSERVATION DISTRICT, ZONE 7

By:
Name:
Title:
Date:

ALAMEDA COUNTY WATER DISTRICT

By:
Name:
Title:
Date:

ANTELOPE VALLEY — EASTERN KERN WATER AGENCY

By:
Name:
Title:
Date:

CASTAIC LAKE WATER AGENCY

By:
Name:
Title:
Date:
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CITY OF YUBA QITY

By:

Namae:

Title:

Date:

COACHELLA VALLEY WATER DISTRICT

By:

Name:

Title:

Date:

COUNTY OF BUTTE

By:

Name:

Title:

Date:

COUNTY OF KINGS

By:

Name:

Title:

Date:

CRESTLINE LAKE ARROWHEAD WATER AGENCY

By:

Name:

Title:

Date:

DESERT WATER AGENCY

By:

Name:

Title:

Date:
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DUDLEY RIDGE WATER DISTRICT

By:

Name:

Title;

Date:

EMPIRE WESTSIDE IRRIGATION DISTRICT

By:

Name:

Title:

Date:

KERN COUNTY WATER AGENCY

By:

Name:

Title:

Date:

LITTLEROCK CREEK IRRIGATION DISTRICT

By:

Name:

Title:

Date:

MOJAVE WATER AGENCY

By:

Name:;

Title:

Date:

THE METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA

By:

Name:

Title:

Date:
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NAPA COUNTY FLOOD CONTROL AND WATER CONSERVATION DISTRICT

By:
Name:
Title:
Date:

OAK FLAT WATER DISTRICT

By:
Name:
Title:
Pate:

PALMDALE WATER DISTRICT

By:
Name:
Title:
Date:

PLUMAS COUNTY FLOOD CONTROL AND WATER CONSERVATION DISTRICT

By:
Name:
Title:
Date:

SAN BERNARDING VALLEY MUNICIPAL WATER DISTRICT

By:
Name:
Title:
Date:

SAN GABRIEL VALLEY MUNICIPAL WATER DISTRICT

By:
Name:
Title:
Date:
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SAN GORGONIC PASS WATER AGENCY

By:
Name:
Title:
Date:

SAN LUIS OBISPO COUNTY FLOOD CONTROL AND WATER CONSERVATION DISTRICT

By:
Name:
Title:
Date:

SANTA BARBARA COUNTY FLOOD CONTROL AND WATER CONSERVATION DISTRICT

By:
Name:
Title:
Date:

SANTA CLARA VALLEY WATER DISTRICT

By:
Name:
Title:
Date:

SOLANO COUNTY WATER AGENCY

By:
Name:
Title:
Date;

TULARE LAKE BASIN WATER STORAGE DISTRICT

By:
Name:
Title:
Date:
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VENTURA COUNTY FLOOD CONTROL DISTRICT

By:
Name:
Title:
Date:







STATE WALEIREREJECT (SWP)

» In 1951, after many years of discussion and study, the
Ca. Legislature authorized construction of a water
storage and supply system fo capture and store
rainfall and snowmelt runoff in Northern California
and deliver it to areas of heed throughout the State.
Eight years later, the Legislature passed the
Burns-Porter Act, which provided the mechanism for
obtaining funds necessary fo construct the initfial
State Water Project (SWP) facilities. In 1960, California
voters approved an issue of $1.75 billion in general
obligation bonds, as authorized in the act, thereby
securing funds to build the SWP.




ALAMEDA COUNTY FC&WCD ZONE 7 »

ALAMEDA COUNTY WATER DISTRICT

ANTELOPE VALLEY-EAST KERN WATER
AGENCY

CASTAIC LAKE WATER AGENCY:

CITY OF YUBA CITY

COACHELLA VALLEY WATER DISTRICT

COUNTY OF BUTTE
BUTTE COUNTY WATER AND
RESOURCE CONSERVATION

COUNTY OF KINGS

CRESTLINE-LAKE ARROWHEAD WATER
AGENCY

DESERT WATER AGENCY

DUDLEY RIDGE WATER DISTRICT

EMPIRE-WEST SIDE IRRIGATION
DISTRICT

KERN COUNTY WATER AGENCY

LITTLEROCK CREEK IRRIGATION
DISTRICT

METROPOLITAN WATER DISTRICT OF
SOUTHERN CALIFORNIA

MOJAVE WATER AGENCY

NAPA COUNTY FLOOD CONTROL
AND WATER CONSERVATION DISTRICT
DEPARTMENT OF PUBLIC WORKS

OAK FLAT WATER DISTRICT
469

PALMDALE WATER DISTRICT

PLUMAS COUNTY FLOOD CONTROL
AND WATER CONSERVATION DISTRICT

SAN BERNARDINO VALLEY MUNICIPAL
WATER DISTRICT

29 STATE WATER CONTRACTORS

SAN GABRIEL VALLEY MUNICIPAL
WATER DISTRICT

SAN GORGONIO PASS WATER
AGENCY

SAN LUIS OBISPO COUNTY FLOOD
CONTROL AND WATER
CONSERVATION DISTRICT

SANTA BARBARA COUNTY FLOOD
CONTROL AND WATER
CONSERVATION DISTRICT

SANTA CLARA VALLEY WATER
DISTRICT

SOLANO COUNTY WATER AGENCY

TULARE LAKE BASIN WATER STORAGE
DISTRICT

VENTURA COUNTY WATERSHED
PROTECTION DISTRICT




IN 1965 PALMDALE WATER
DISTRICT ENTERED INTO ITS
WATER SUPPLY CONTRACT WITH
DWR FOR IMPORTED WATER
"ROM THE STATE WATER
PROJECT (SWP)

- SWC DURATION IS FROM 3/23/65 TO THE TERMINATION OF THE
CONTRACT. THE PROJECT REPAYMENT PERIOD ENDS IN 2035

- THE SWC WITH AMENDMENTS IS 217 PAGES LONG DETAILING BENEFITS,
TERMS AND CONDITIONS AND CONTRACTOR OBLIGATIONS

CONTRACT PROVIDES FOR WATER SERVICE TO THE DISTRICT IN
EXCHANGE FOR PAYMENTS THAT PROVIDE FOR SWP FINANCING,
CAPITAL CONSTRUCTION, IMPROVEMENTS,AND OPERATIONS AND
MAINTENANCE OF SWP FACILITIES.

- THE ORIGINAL PWD-STATE WATER CONTRACT WAS FOR 15,000 AF WHICH
WAS LATER AMMENDED TO 17,300 AF

- IN DECEMBER OF 1999 PWD ACQUIRED AN ADDITIONAL 4,000 AF OF
TABLE A BRINGING THE TOTAL TABLE A TO 21,300 AF




OROVILLE DAM AT THE
HEADWATERS OF THE SWP
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OROVILLE DAM
CALIFORNIA STATE WATER

» At /70 feet (230 m) high
it is the tallest dam in the
UESE

Construction was
inifiated in 1961

On May 4, 1968 Oroville
Dam was completed
and officially dedicated
py the state of California

Its the second largest
man-made lake in the
state of California,
capable of storing more
than 3.5 million acre-feet
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AR & [ Powerplant pl } ? : T i
e /A Lake or Reservoir : |
Clifton Court Forabay 3 Pumping plant or Pump station
3 / 4— Starvend of Reach
Bethany Reservolr—I\ ——Banks Pumping — (alifornia Aquaduct
/,.\ Plant eee Locally owned
South Bay (4
pumping Plant X
SOUTH BAY
AqQuepuct ?

— O'Neill Forebay

Generating Plant
San Luis Resewolr/
Dos Amigos Pumping Plant

Davil’s Dan Pumping Plant.

\3 1A NBD
Bluestone Pumping Plant—— S 7
Polonio Pass Pumping Plant —

338

Las Perillas Pumping Plant

Buena Vista Pumping Plant
Teerink Pumping Plant
/ Chrisman Pumping Plant

Edmonston Pumping Plant
/ Alamo Powerplant

Pearblossom Pumping Plant

Badger Hill
Pumping
Plant

COASTAL BRANCH 34
35

Mojave Siphon Powerplant

Warne Powerplant 2323c EASTBRANCH

24 EXTENSION
WEST BRANCH 25

Pyramid Lake 29) 264 7o, Crafton Hills

/ %0 'v-.'./. /6’, v AReservou
Castaic Pumping - Generating Plant Silverwood 8 * z = Cherry Valley
Lake 280 /A) Pump Station

Castaic Lake i Lake A5
DevilCanyon o e Crafton Hills
Powerplant Pump Station
and Second Afterbay
Greenspot

Pump Station



TABLE A WATER AND RELIABILITY

TABLE A WAS ORIGINALLY REDUCTIONS IN LONG TERM
CALLED “ENTITLEMENT” RELIABILITY

> Available SWP water is subject to annual
allocation and delivery reliability:

DWR anticipates decline in deliveries over
next 20 years

DHCCP and BDCP proposals include a twin
tfunnel delta fix and are centered around
providing for delta environmental concerns
and halting the further degradation of long
term reliabllity of SWP deliveries

» SWP Contract extension is
necessary to provide an
adequate time frame for
repayment of DHCCP
construction funding

through bond issues e
The District's Strategic Water Resources

Plan demonstrates the need fo secure 13,300 afy
additional permanent Table A supplies 63%
and fo maintain minimum current long

term reliability for existing and future

customers, especidlly as demands

increase

Long Term Average




NEED FOR CONTRACT EXTENSION

Coniract Ends in 2035

Narrowing Financing Window
= DWR Not Financing Capital Costs
Beyond 2035
» Generally, Bond Financing Period 30-40

VeI Capital Facility Payments Compressed

» Capital Billings do Not Extend Beyond
2035

= Qutlook: Steeply Increasing Capital
Charges

Pressure to Finance Future Large
Capital Projects




CONITRACTORS - PURPOSE
OF CONTRACT EXTENSION

Obtain Commitment for
Continued SWP Service
Beyond 2035

Ability to Provide Capital
Financing Beyond 2035

Ease Financial Compression

Enhanced Financial
Management




SUMMARY OF NEGOTIATIONS  [Eis

Create Ability to Finance
Facilities & Continue Water
Supply Services Beyond 2035

Create Ability to Finance
Facilities Beyond 2035

Seek Assurances; Define
Repayment Obligation

Provide Guaranteed Funding
Source for Non-Water Related
or Non-Chargeable Costs

Streamline and Improve
Transparency of Billing Process

Simplify Cost Recovery and
Billing Process

. Extend Contract Expiration Date

Preserve Evergreen Clause under
Article 4 — Option to Continue
Service

. Clarify Cost Recovery Provisions
. Seek Backstop Funding From

Contractors

. Resist Contractual Clarification of

Recreation, and Fish and Wildlife
Enhancement Costs

. Reduce Compression of Capital

Charges

. Stop Amortization of Capital Cost

Recovery

. Stop Amortization of Conservation

Minimum Cost Recovery

. Expand Facilities Authorized to Use

Water System Revenue Bond
Financing

Objective Key
Contractor

Black DWR

. Extension to 2085

. Preservation of Evergreen Clause

. Fish and Wildlife, and Recreation Costs

will not be included in the Prices, Rates,
and Charges for Waterand Power, and
shall be a Non-reimbursable Cost

. Backstop Objectives where Addressed in

the SRA and SSA Investment Model

. Implementation of “Pay-as-you-go” Capital
2. Implementation of “Pay-as-you-go”

Conservation Minimum

. Elimination of Replacement Accounting

System (RAS)
= Refund of RAS Balance

. Expansion of 1(hh) Authorized Bondable

Facilities




NEXT STEPS

Sign Formal Agreements in Principle (AIP)

Draft Confract Amendment Language

- Step 3 Contract
CEQA Process Amendment

Execute e
Negotiate ﬁg;ff:;?e.':s
Terms of . 2

Contract i \ . e
Extension RTUNED B . ‘

R !

Iy |




NEGOTIATED AGREEMENTS

IN PRINCIPLE (AIP)

SIGNING OFF ON THE AlIP:

Does Not Constitute Final Agreementto Execute
the Contract Extension Amendment

Does Signify Sufficient Level of Commn‘men’r fo the
AlPs Intentions - |

Is the Foundahon for Drafhng the Contract Exiensmn
Amendment -

Does Jusﬁfy the Investment in DeVeIoping an EIR to
Evaluate the Proposed Amendment



~ QUESTIONS?



Forecasting Negotiated Charges

MAY 20-22, 2014

STATE WATER CONTRACTORS
CONTRACT EXTENSION COMMITTEE

Review Current SWP Contract

Contract Extension Negotiations

Priority of Negotiations

Status of Negotiations

Forecasting Negotiated Charges

Background: Water Supply Contracts
Key Contract Provisions
Key Benefits

- Current Challenges )

Payment Provisions
Negotiating Renewal
Negotiating Process
+  Negotiation Objectives
Reasons for Negotiating Now
+  Methods of Extension
- Creation of Charges
- Goals of the Negotiation
- Overview of Objectives
- Overview of Key Issues
- Offers from DWR and Contractors
- Negotiation Challenges
- Overview of Statement of Charges
- Overview of Costs
- Overview of Negotiated Charges
Forecasting Model




Reason For Contract Negotiations

m Contract repayment ends in 2035

= DWR will not issue debt beyond 2035
without a contract

= Financing compression created by a
shortening repayment term

Negotiation Objectives:

m Extend contract to allow for debt financing
beyond 2035

m Avoid unintended consequences

Financing Compression

Impact of Compression on Capital Charges

Payment Amotint
(In'Millions)

2016 2021 2026 2031 2036 2041 2046

Calendar Year

lay 20-22, 2014




Conceptual Framework

m SWRDS is:
= A Government Owned Business Enterprise
= Operates on a Going Concern Basis
= Has an Unlimited Lifespan

m Charges to be transparent and understandable

= Clear simple direct relationship between
contractor charge and associated cost

Negotiated Financial Changes

m Align Capital Charges and Debt Service
Payments [Article 50(e)]

m Discontinue Financing of Conservation
O&M [Atrticle 22(c)]

m Clarify Recreation and Fish and Wildlife
Enhancement Excluded from Charges

m Develop Reserve Funding Mechanism
Using SWRDS Funds




Negotiated Financial Changes

m Increase RMC $7.5M/year
= When 51(e) Revenue Available
= To Offset Adjustments to Recreation Project
Purpose Allocation

Give-up Unpaid Past RMC and Future
Additional RMC

Over/Under Calculated on Historical Cost
Not Present Value

Eliminate Replacement Accounting,
transition to Capital or Minimum charge




’ Simplifying Charges

Financing &
Recovery Terms

are Not the Same
Article 50(e)
1

Cost i
Recovery
Charges

Recommended Solution

Historical Freeze Future
Costs B Costs

Continue Reimbursement Convert to a Pay-As-You-Go
Under Current Contract Methodology:
Terms = Contractors Pay Annual

» Actual & Estimated Costs
» Actual Debt Service




E Statement of Charges
Forecasting Model Objective

- Transportation Capital
- Conservation Capital

4

Layers within a Capital Charge

AmortizationpiBalance

Estimated Cost Recovery For
Bill Year

Estimated Cost Recovery for
Future Years




Calculating Charges

.l Some Costs are Amortized Over Many Years
1. Capital
2. Conservation O&M
. Some Costs are Billed Annually
1. Transportation O&M
2. Power
3. Other Facilities (EBE, EBX, SBA, Etc.)

Transportation Facilites =~ 1

Conservation Facilities
Devil Canyon-Castaic*
Facilities

Off-Aqueduct Facilities |

'East Branch Enlargement |

East Branch Extension
Coastal Branch
Tehachapi 2" Afterbay

|

»South Bay Enlargement ﬁ -

Water System Revenue |
Bond Surcharge (WSRB) | i
% Judes Adjustmen Rate Management Credits and BDCP/DHCCP Funding Agreement Invoices

politan May 20-22, 2014 Page 14
a




Transportation Facilities
Conservation Facilities

Devil Canyon-Castaic
Facilities

Recovery.

Cost
Recovery.

Oft-Aqueduct Facllities |

East Branch Enlargement

East Branch Extension

Coastal Branch

Tehachapi 2"d Afterbay

South Bay Enlargement

Water System Revenue
Bond Surcharge (WSRB)

Transportation Minimum

B-11 x 4.4%* = Cdst by Reach, B-2

by Contractor‘

OAP Minimum

OAP Capital

Transportation Variable Power Model
Conservation RAS Calculation (SWPAO)

East Branch Enlargement Minimum

B-27 x 4.4%* = Cost by Reach, EBE Factors by
Contractor

Coastal Branch Capital |

D/S Schedules

East Br. Extension Capital D/S Schedules
Tehachapi Second Afterbay Capital| D/S Schedules
South Bay Enlargement Capital D/S Schedules

* Transportation Minimum Escalation Rate average for the last 10 years is 4.4%



Contract Extension Objectives

Statement of Charges

Forecasting Model Objective |

~ Transportation Capital
< Conservation Capital

5 Conservation Minimum

Development of Financial Model

To assist with the understanding of the
financial impacts for continuing the State
Water Project Contract under Article 4
as compared to signing an amendment
to the contract under the current terms
being negotiated




How Model Was Developed

1
Amortization
i3 Balan

Determine Balance [ 5 '
of B132-13 : I
Transportation & |
Conservation Charges i

Component Allacate |
Charge  Amortization i

Historical

Balance &
2 3 4

) Calculated
Baseline Cost Complete Cost Calculated Component to
Estimats stites Com onent

| Contractor
Started , Add - Translate the
With . Estimated Estimated
B132-12 ? Costs Costs into
Costs to 2050 Cost Recovery

“ Calculated
Component ”

Assumptions

Average Expected Interest Rate 4.0%

Inflation Escalation Rate - Capital - 2.5%

Inflation and Cost Escalation Rate-
. . 3.4%
Conservation Minimum

Average Percentage Share Factor Varies by
Contractor

Pay._Go Amortization Period for Future Year 2030
Capital Costs

Freeze-Go Amortization Period for 30 Years
Future Capital Costs




AHOCATION

1986 = 2012 (in millions)

‘Transportation Conservation Total
Capital Capital Capital
Table B-15 Table B-13 Costs

Ml AG
$1,292  $46 $431 $1,769
73%  2.62% 24.38% 100%

Determine Balance (2016 - 2035)
Transportation  Conservation
Mi AG

73% 2.62% 24.38%
" TableB-{5!(TransportationiCapital)’
. Transportation; -

~ Transportaton  Conservation
Ml AG
Sum of B-22 and B-15

11



fcesl = Table B-14: Cap:tal'Costslb&‘i Cbntréctor
Eefimates ™ o Table B-15: Capital Cost Component

2013 Statement of Charges
Bulletin 132-12
Table B-10:(in millions)
120
100 - ' O Rama
80 EEE of Estimated

60 - -
o) osts Provided

20 -

» Table B-10 Average Costs
* CY Period: 2012 — 2015
» Average ($): $70,849,484

Baseline Estimate:

Escalation Rate (Annual): 25%

12



Transportation Capital

Calculate the Payment
Current Freeze-Go

Method Method
Interest Rate: 4% 4%
Present Value of Costs See Step 3 See Step 3
Number of Periods (Years): B2 - R 30

2. Add the Historical Amortized Balance (Step 1)

3. Total = Calculated Component
» Future Transportation Capital Payments from 2016 to 2050

m Contractors % of Charges is Fixed

m» Each Contractors % of Table B-15 from
1961 to 2035

Napa County FC&WCD

Solano County Water Agency
Alameda County FC&WCD, Zone 7
Alameda County Water District

[Santa Clara Valley Water District

San Luis Obispo County FC&WCD
Santa Barbara County FC&WCD
Dudley Ridge Water District
Empire-West Side Irrigation District
Future Contractor San Joaquin Valley
Kern County Water Agency-M and

Kern County Water Agency-Agriculture
County of Kings

Oak Flat Water District

Tulare Lake Basin Water Storage District
Antelope Valley-East Kern Water Agency

Castaic Lake Water Agency

Coachella Valley Water District

Crestline-Lake Arrowhead Water Agency
Desert Water Agency

Littlerock Creek Irrigation District

Mojave Water Agency

Palmdale Water District

San Bernardino Valley Municipal Water District
San Gabriel Valley Municipal Water District
San Gorgonio Pass Water Agency

The Metropolitan Water District of Southern California
Ventura County Watershed Protection District
City of Yuba City

County of Butte

Plumas County FC&WCD

South Bay Area Future Contractor

13



Conservation Capital

= Conservation Minimum

Conservation Capital: Same Approach

2
Baseline Cost
stimts :
Started
With
B132-12

d M

hern California

1
Amortization
alanc

Determine Balance
of B132-13
Transportation &
Conservation
Component
Charge

3 4
Complete Cost Calculated
Estimaes Com onent

Add ~ Translate the
Estimated Estimated

Costs Costs into
to 2050 Cost Recovery
“ Calculated
Component”

5
Contractor
Charges

Allocate
Amortization
Balance &
Calculated
Component to
Contractor

14



Determine Balance (2016 - 2035)

Table B222 (WSREBalance)

Tmnsp-gr;;tion Conservati;)n ]

Mi AG
73%  2.62% 24.38%

iTable’B-20AY(DeltalWaterRate™="Capital)§* Table’ B4 (Maximumirable’A"Amounts)

B132-13 $14.76 Year: 2016 - 2035

Historical’/Amortized!Balance

D=-13 2 ’

SRS

e Téblé B-20 Délta Waiér Rate

Estimates

2013 Statement of Charges
Bulletin 132-13
Table B-13 (in millions)

70 g
60 IS Sy o

S0 i of Estimated

40 [
30 osts Provideg

20
10
0




m Baseline Estimate:

m Es

calation Rate (Annual):

$80
$70

» Table B-13 Average Costs

* CY Period: 2012 — 2013
* Average ($): $30,502,345

i

$60.
$50

$20
$10 -

$-

1

Calculate the Payment
Current

Method
Interest Rate:

$40 :
530 e G B R PR S e RO

Freeze-Go
Method

4%

Present Value of Costs See Step 3

See Step 3

Number ofi Periods (Years) Ao RuEeRt: R

30

2. Add the Historical Amortized Balance (Step 1)

3

Total = Calculated Component

» Future Transportation Capital Payments from 2016 to 2050

16



m Contractors % of Charges is Fixed
= Each Contractors % of Table B-4 from

2016 to 2035

Napa County FC&WCD

Solano County Water Agency
Alameda County FC&WCD, Zone 7
(Alameda County Water District

Santa Clara Valley Water District

San Luis Obispo County FC&WCD
Santa Barbara County FC&WCD
Dudley Ridge Water District
Empire-West Side Irrigation District
Future Contractor San Joaquin Valley
Kern County Water Agency i and

Kern County Water Agency-Agriculture
County of Kings

Oak Flat Water District

Tulare Lake Basin Water Storage District
Antelope Valley-East Kern Water Agency

Castaic Lake Water Agency

Coachella Valley Water District

Crestline-Lake Arrowhead Water Agency
Desert Water Agency

Littlerock Creek Irrigation District

Mojave Water Agency

Palmdale Water District

San Bernardino Valley Municipal Water District
San Gabriel Valley Municipal Water District
San Gorgonio Pass Water Agency

The Metropolitan Water District of Southern California
Ventura County Watershed Protection District
City of Yuba City

County of Butte

Plumas County FC&WCD

South Bay Area Future Contractor

Contract Extension Objectives

Statement of Charges

Forecasting Model Objective

Transportation Capital

Conservation Capital

Conservation Minimum

17



Historical

_ 3
$4.75 Contractor.
X Char
Table B-4 Each

Contractors %
~ of Table B-4
2 From 2016 to
Baseline Cost Estimates 2035

2016 — 203

20725 Table B-13 Operating Costs
Escalated by 3.4%
2035 — 2020 Table B-13 2035 Operating Costs
Escalated Annually by 3.4%

Conservation Minimum

m Table B-13: Operating Costs by Year
= Cost Estimates are Projected to 2035

= Completion of Cost Estimates Begins in 2036

2013 Statement of Charges
Bulletin 132-13
Table B-13 (in millions)

$120
$100

18



Conservation Minimum

m Baseline Estimate: * Table B-13 Costs
Simate e CY Period: 2016 — 2035

=torl NI CHAIENN  Beginning in 2016 - 3.4 %
300 =« PR T e S s y

240
180
120

Payment Amount
(In Millions)

2016 2021 2026 2031 2036 2041 2046
Calendar Year

Summary

!
m Amendments adjust the methodology for
paying SWP costs

m Result is clearer and simpler charges

19



Summary

Extending the Contract Can Eliminate the
Compression of Capital Charges

Payment Amount
(In'Millions)

90

2016 2021 2026 2031 2036 2041 2046
Calendar Year

Questions

Jaime Dalida
DavidiReukema

MetropolitaniWater District'of'So. €alif:

_

jdalida@mwdh2o:com
dreukema@mwdh2o:com

(916)1650-2605
(21:3) 247-6919

20



AGENDA ITEM NO. 8.1

MINUTES OF JUNE 18, 2014
REGULAR MEETING AGENDA NO. 12 OF THE
PALMDALE RECYCLED WATER AUTHORITY (PRWA)
HELD AT CITY OF PALMDALE, 38300 SIERRA HIGHWAY
PALMDALE, CAUFORNIA '

CALL TQ ORDER.,

Called to order at 6:00 p.m.

ROLL CALL: DIRECTORS JAMES C. LEDFORD, JR., FRED
THOMPSON, KATHY MAC LAREN, ROBERT ALVARADO,
AND HELEN VELADOR

PRESENT: Chair Ledford, Directors Thompson, Alvarado, and Velador
otion: Move to excuse Director Mac Laren from the meefing.

Moved by Chair Ledford, seconded by Director Alvarado

Vote: Motion carried (4-0) |

Yes: Chair Ledford, Directors Alvarado, Thompson, and Velador
iﬁOTE: Director Mac Laren arrived late to the meeting.

PLEDGE OF ALLEGIANCE,

At the request of Chair Ledford, Alternate PRWA Director Dine led the Pledge of
Allegiance followed by a moment of silence.

WAIVER OF FULL READING OF RESOLUTION(S).

Motion: Move to waive full reading of the Resolution(s) to be considered
and voted on at this meeting.

Moved by Director Alvarado, seconded by Director Thompson
Vote: Motion Carried (4-0)

Yes: Chair Ledford, Directors Alvarado, Thompson, and Velador



PALMDALE RECYCLED WATER AUTHORITY (PRWA) MINUTES 5-21-14  Page |2

7. CONSENT CALENDAR:

7.1)  Approve the Authority’s revised 2014 budget and Resolution PRWA 2014-
002 therefore. (Staff Reference: Assistant Executive Director Mischel)

'7.2) Authorize the Board Chair to execute an attorney conflict of interest

waiver with William Wynder, Esquire and Aleshire & Wynder LLP. (Staff
Reference: Executive Director LaMoreaux)

7.3} Approve the minutes from the previous meeting held on February 19,
2014. (Staff Reference: Secretary Deans/Acting Secretary Henry)

7.4} Approve receipt and filing of the Treasurer's Report through the months
ended April 30, 2014. (Staff Reference: Treasurer/Auditor Johnston)

7.5) Approve 2013 Audit Report. (Staff Reference: Treasurer/Auditor
Johnston)

Motion: Move to approve the recommendations and findings of the items listed
under this Consent Calendar.

Moved by Director Alvarado, seconded by Director Velador, no vote taken
Motion: Move to approve the recommendations and findings of the items listed
under this Consent Calendar, as amended, modifying Resolution PRWA 2014-
002 under Section 7 as recommended by Attorney Quilizapa.

Moved by Director Alvarado, seconded by Director Thompson

Vote: Motion Carried (5-0)

Yes: Chair Ledford, Vice Chair Mac Laren, Directors Alvarado, Thompson, and
Velador. :

8. ACTION CALENDAR — PUBLIC COMMENTS ONLY:
None.

9. ACTION CALENDAR:

9.1} Consideration and possible action on training for Authority Directors. (Staff
Reference: Utilities Services Manager Phair)

Motion:  Ulilities Services Manager Phair stated that the trainer for the
Sanitation District's Recycled Water User Site Supervisor Training has agreed to
conduct a training course for the Authority from 10:00 a.m. to 1:00 p.m. and that



PALMDALE RECYCLED WATER AUTHORITY (PRWA) MINUTES 52114 Page (3

10.

11.

12.

the City of Palmdale will host the fraining including lunch after which it was
moved o approve training as presented on June 5, 2014 from 10 am. fo 1.00
p.m. at the City of Palmdale with June 11, 2014 as an allernate date.

Moved by Director Mac Laren, seconded by Director Velador

Vote: Motion Carried (5-0)

Yes: Chair Ledford, Vice Chair Mac Laren, Directors Alvarado, Thompsen, and
Velador. . . .

PUBL%C: COMMENTS:
None.
SPECIAL REPORT:

11.1) Presentation by Carolio Engineers regarding draft Palmdale Recycled
Water Authority Recycled Water Master Plan.  (Staff Reference:
Executive Director LaMoreaux)

Executive Director LaMoreaux stated that Carollo Engineers canceled their
presentation this evening due to iliness, and the presentation will be rescheduied
for the next regular meeting of the Authority. S

INFORMATIONAL REPORT OF THE BOARD OF DIRECTORS, EXECUTIVE
DIRECTOR, AND ASSISTANT EXECUTIVE DIRECTOR.

Director Mac Laren reported that she attended the ACWA Conference and that
the City, the District, and the Authority should review the Water Bond and
provide input to the Governor regarding the use of recycled water after which
Executive Director LaMoreaux stated that he will review the proposed Water
Bond from the Authority's perspective and make recommendations to the
appropriate sponsors.

Director Alvarado congratulated and welcomed Director Thompson to the
Authority Board.

Assistant Executive Director Mischel reviewed the history of the recycled water
allocation issue and the three existing recycled water contracts and then stated
that the seftlement between the City of Palmdale and the Palmdale Water
District involved the reallocation of approximately 6,000 acre feet of recycled
water through a contract with the Authority; that involved agencies initially agreed
to this reallocation; that Los Angeles County Waterworks is not allowing revised
contracts to move forward; that he will be making the recommendation to Mayor
Ledford for the City of Palmdale to meet with Supervisor Antonovich, for the
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13.

14.

Sanitation Districts to be directed to revise the contracts with or without the
County, and for the Sanitation Districts’ legal counsel to review the existing
contract with the County to determine whether or not the contract can be voided:
and that the City of Lancaster will be requesting the same action.

It was then determined that a closed session item be placed on the next agenda
for review of this item.

There were no further reports.
ANNOUNCEMENT OF NEXT REGULAR MEETING DATE,

it was determined that the next meeting of the Palmdale Recycled Water
Authority will be held June 18, 2014, and this meeting will be held at the City of
Palmdale.

ADJOURNMENT:

Chair Ledford adjourned the meeting at 7:26 p.m.

PASSED, APPROVED, AND ADOPTED this _ /& dayof erm.e’ 2014,
a

ST
%ffﬂ}%,-%
Danielle Henry .

Acting Secretary



MINUTES OF MEETING OF THE FINANCE COMMITTEE OF THE PALMDALE
WATER DISTRICT, JULY 1, 2014:

A meeting of the Finance Committee of the Palmdale Water District was held Tuesday, July 1,
2014, at 2029 East Avenue Q, Palmdale, California, in the Board Room of the District office. Chair
Dizmang called the meeting to order.

1) Roll Call.

Attendance: Others Present:
Finance Committee: Dennis LaMoreaux, General Manager
Gloria Dizmang, Chair Matt Knudson, Assistant General Manager
Vincent Dino, Committee Mike Williams, Finance Manager

Member Bob Egan, Financial Advisor

Dennis Hoffmeyer, Senior Accountant
Dawn Deans, Executive Assistant
0 members of the public

2) Adoption of Agenda.

It was moved by Committee Member Dino, seconded by Chaz,r D1zmang, and
unanimously carried to adopt the agenda, as written,

3) Public Comments.
There were no public comments.
4) Action Items:

4.1)  Consideration and Possible Action on Approval of Minutes of Meeting
Held June 3, 2014.

It was moved by Committee Member Dino, seconded by Chair Dizmang, and
unanimously carried to approve the minutes of the Finance Committee meeting held
June 3, 2014, as written.

4.2) Discussion and Overview of Cash Flow Statement and Current Cash
Balances as of May 31, 2014. (Financial Advisor Egan)

Financial Advisor Egan reviewed the investment funds and cash flow reports as
of May 31, 2014, including the increase in cash of approximately $713,000 due to

~]~
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| FINANCE
COMMITTEE MEETING

assessments, Department of Water Resources’ refunds, and redevelopment agency
funds and stated that new investments will be included on the June Cash Flow
Statement followed by discussion of Granular Activated Carbon payments, anticipated
reductions in future water sales, increased State Water Project costs, redevelopment
funds, and reporting requirements for the Water Revenue Series 2013A Bonds.

4.3) Discussion and Overview of Financial Statements, Revenue and Expense
and Departmental Budget Reports for May 31, 2014. (Finance Manager Williams)

Finance Manager Williams reviewed the balance sheet, profit and loss statement,
year-to-year comparisons, month-to-month comparisons, consumption comparisons, and
revenue and expense analysis reports for the period ending May 31, 2014 along with the
graphic presentations for these reports and stated that all departments, with the
exceptions of Administration, Engineering, and Finance, operated at or below the targeted
expenditure percentage of 41.6% and then reviewed those line items over budget
followed by discussion of anticipated growth in the District’s service area.

4.4) Discussion and Overview of Committed Contracts Issued. (Assistant
General Manager Knudson)

Assistant General Manager Knudson reviewed the status of engineering projects
included in the Committed Contracts and Payout Schedule, including those projects
contractually committed and budgeted projects, and payments for projects funded from
the Water Revenue Series 2013A Bonds followed by discussion of uncommitted funds
from the Water Revenue Series 2013A Bonds.

4.5}  Discussion and Review of the District’s Bid Procurement and Change
Order Policy - Rules and Regulations Appendix M. (General Manager LaMoreaux)

General Manager LaMoreaux recommended the provisions of Appendix M be
reviewed after completion of discussions on Project Labor Agreements and then stated
that meetings continue with the Building Trades Association regarding the District's use
of their Project Labor Agreements and that staff anticipates a final Project Labor
Agreement will be presented to the Committee for consideration at the August or
September meeting.
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5) Information Items.
5.1}  Status of 2014 Water Rate Study. (General Manager LaMoreaux)

Finance Manager Williams stated that the Water Rate Study brochure, which
includes public outreach meeting information, is scheduled to be mailed to the District’s
customers this week; that the first draft of the Water Rate Study is under review, and
moderate, consistent rate increases are anticipated; that a Board Workshop to review the
results of the Water Rate Study is scheduled for July 16; that the Water Rate Study will be
presented to the full Board for consideration at the July 23 regular Board meeting; and
that the public hearing for adoption of the new water rates will be scheduled for
September 10 followed by discussion of the need to consistently raise rates and keeping
the City of Palmdale informed of the Water Rate Study recommendations.

He then stated that the Rate Assistance Program will be presented at the next
Committee meeting for consideration and that staff anticipates presenting draft budget
information to the Committee after the completion of the Water Rate Study.

General Manager LaMoreaux then stated that the State Auditor’s report regarding
Antelope Valley Water Rates will be released July 8 and that staff has reviewed and
commented on the State Auditor’s recommendations.

He then reviewed the Proposition 218 process.

There were no further information items.

6} Board Members” Requests for Future Agenda Items,

It was stated that “Consideration and possible action on Rate Assistance Program”
will be placed on the next agenda for consideration.

There were no further requests for future agenda items.

It was then stated that the next Finance Committee meeting will be held August 4,
2014 at 11:00 a.m.



7) Adjournment,
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There being no further business to /eo'rﬁé\ ofe the Finance Committee, the

meeting was adjourned.

AN




MINUTES OF MEETING OF THE FACILITIES COMMITTEE OF THE PALMDALE
WATER DISTRICT, JULY 15, 2014:

A meeting of the Facilities Committee of the Palmdale Water District was held Tuesday, July 15,
2014, at 2029 East Avenue Q, Palmdale, California, in the Board Room of the District office. Chair
Estes called the meeting to order.

D Roll Call.
Attendance: Others Present:
Facilities Committee: Dennis LaMoreaux, General Manager
Joe Estes, Chair Robert Alvarado, PWD Director
Vincent Dino, Committee Matt Knudson, Assistant General Manager
Member Tim Moore, Facilities Manager

Jennifer Emery, Human Resources Director
Dawn Deans, Executive Assistant
1 member of the public

2) Adoption of Agenda,

It was moved by Commitiee Member Dino, seconded by Chair Estes, and
unanimously carried to adopt the agenda, as written.

3} Public Comments.
There were no public comments.

4) Action Items:

4.1}  Consideration and Possible Action on Approval of Minutes of Regular
Meeting Held June 17, 2014,

It was moved by Committee Member Dino, seconded by Chair Estes, and

unanimously carried to approve the minutes of the Facilities Committee meeting held
June 17, 2014, as written,

4.2}  Discussion and Possible Action on Board Room Layout Redesign. (Non-
Budgeted ~ Human Resources Manager Emery)
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Ms. Sarah Burch, Antelope Valley College student, presented options for
redesigning the layout of the Board Room, and after a brief discussion, the Committee
concurred with the redesign, and General Manager LaMoreaux stated that items can be
rearranged prior to the time of the next Board meeting.

43) Consideration and Possible Action on Terms of Proposed
Telecommunications Lease on District-Owned Property at 6MG Clearwell Site.
(Assistant General Manager Knudson)

Assistant General Manager Knudson reviewed the location and terms of the
proposed cell tower lease agreement with Verizon Wireless, and after a brief discussion of
the revenue generated from cell tower leases, it was moved by Committee Member Dino,
seconded by Chair Estes, and unanimously carried that the Committee concurs with
staff’s recommendation to approve the terms of the proposed cell tower lease agreement

with Verizon Wireless and that a lease agreement be presented to the full Board for
consideration.

5) Information Items.

5.1}  Status Report on 2014 Engineering, Facilities, and Operations Department
Goals, Projects, and Functions. (Assistant General Manager Knudson)

Facilities Manager Moore provided a status report on the in-house water main

replacement in 15% Street East followed by discussion of the training benefit and savings
by completing this work in-house.

He then provided an update on the purchase of four vehicles included in the
budget and negotiations to ensure this purchase is under budget followed by discussion
of vehicle recalls, and Facilities Manager Moore stated he will provide an update on this
purchase at the next Committee meeting.

Assistant General Manager Knudson then provided a status report on the water
main replacement project in 20% Street East, the upcoming water main replacement
project in 10h Street Hast, the security project for the District office, the 60" gate at

Palmdale Lake, the water being taken from Littlerock Reservoir, and water losses and the
condition of Palmdale Ditch,
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5.2)  Status Report on Wind Turbine Performance. (Assistant General Manager
Knudson)

Assistant General Manager Knudson stated that a quarterly status report has not
yet been received from Black & Veatch; that Black & Veatch is preparing a ten-year
summary of the operation of the wind turbine performance; and that staff recommends
renewing the annual agreement with Black & Veatch for monitoring the performance of
the wind turbine in the not-to-exceed amount of $10,500.00, and after a brief discussion of
the agreement, it was moved by Committee Member Dino, seconded by Chair Estes, and
unanimously carried that the Comumittee concurs with staff's recommendation to approve
an agreement with Black & Veatch for monitoring the performance of the wind turbine in

the not-to-exceed amount of $10,500.00 and that this agreement be presented to the full
Board for consideration,

Assistant General Manager Knudson then stated that the wind turbine
maintenance agreement with World Wind Services will be presented to the Committee for
consideration at a later date.

5.3)  Status Report on Voting System Options for Main Boardroom. (Non-
Budgeted ~ Information Technology Manager Stanton)

Assistant General Manager Knudson stated that Information Technology Manager

Stanton'is waiting for pricing from vendors on this item and it is hoped that options and
pricing can be presented at the next Committee meeting,.

54} Other.
There were no additional information items.

6) Board Members’ Requests for Future Agenda Ifems.
There were no further requests for future agenda items.

It was stated that the next Faciliies Committee meeting will be held August 11,
2014 at 8:15 a.m.
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7y Adjournment.

There being no further business to come before the Faciliies Committee, the

meeting was adjourned.

{ ;i Chair N

s




AGENDA ITEM NO. 8.2.b

PALMDALE WATER DISTRICT
MEMORANDUM

TO: Board of Directors

FROM: Matthew Knudson, Assistant General Manager
CC: Dennis LaMoreaux, General Manager

DATE: August 20, 2014

SUBJECT: UPDATE ON STATUS OF EPA WATER MAIN REPLACEMENT FUNDING

The District continues to work with the Environmental Protection Agency (EPA) on a
Funding/Federal Assistance program under the Appropriations Act of 2010. The available funds
that have been earmarked for the District’'s Water Main Replacement Program is in the amount
of $485,000 and requires a non-federal match in the amount of $396,818. Attached is a copy of
the notice the District received from the EPA identifying the available funds and request for an
application.

District staff has submitted the required federal funding application to the EPA and is currently
working with their staff on revising the Project Work Plan and going through the NEPA Exemption
process. The District has identified the water main replacement project under Specification No.
1205, which is currently being advertised for construction bids, as the project that will be partially
funded with the $485,000 EPA funds. This project is estimated to cost approximately $1,200,000,
so the District will more than satisfy the required $396,818 non-federal matching funds. Prior to
having an executed agreement with the EPA, the District will have to complete a cultural and
biological resources survey to complete the NEPA Exemption process. Staff is currently working
with an environmental consulting firm to assist with this task.

Once the District has an executed funding agreement with the EPA, the District will be required
to submit periodic progress reports to the EPA documenting project progress and payments
made by the District prior to any reimbursement of funds by the EPA. This process of project
reimbursement after funds being spent is a similar process the District has participated in on
other funding programs.



APPLICATION FOR FEDERAL ASSISTANCE

Date: 04/04/2014

Name/Address of Applicant:  Matthew Knudson, Engineering Manager
Palmdale Water District
2029 East Avenue Q
Palmdale, CA 93550

The Environmental Protection Agency (EPA), Region 9, is pleased to announce the availability of financial assistance as

follows:

APPLICATION DUE DATE:

PROGRAM TITLE: Pa} ater Main Replacement - Water Infrastructure
Select Ona: AMENDMENT

STATUTORY AUTHORITY: DOI, Envnment, and Related Agencies Appropriations Act, 2010 (P.L. 111-18)
FEDERAL FUNDS AVAILABLE: $ 485,000

REQUIRED NON-FEDERAL MATCH: $396,818 (45% match)

CATALOG OF FEDERAL DOMESTIC ASSISTANCE NO.: 66.202

DELEGATION OF AUTHORITY (EPA use only): 1-102

WAS THIS PROPOSAL SUBJECT TO COMPETITION (EPA use only): No

The application kit (including instructions) is available through the internet at

httpr//'www.epa.gov/region09/funding/applving html. Please ensure that your organization’s registration in SAM.gov
must be active.

The Environmental Protection Agency (EPA) is establishing new electronic business practices to reduce its footprint. The
implementation of the electronic approach will ensure a faster and less costly method for grantees when submitting

applications to the Grants Management Office. Your application and final work plan may be submitted by using one of
the following methods:

1. Region 9 Electronic Mail Box: GranisRegionQ@epa,pov
The application kit with instructions for completing all of the necessary forms may be downloaded at the
following web site: hitp://www.epa.gov/region09/funding/applving.html . Please include “Federal Funding
Application” and the grant program in the subject line.

2. Paper Submission (Least preferred method)
An original and one copy of each complete application package and final workplan shall be submitted to:

Grants Management Office, MTS-7
Management & Technical Services Division

U.S. Environmental Protection Agency, Region 9
75 Hawthomne Street

San Francisco, CA 94103



Please obtain a copy of the Code of Federal Regulations (CFR), Title 40, Parts 1-49, and the Office of Management and
Budget (OMB) Circulars, which are applicable to vour grant or cooperative agreement, at your local U.S. Government
Bookstore, or from the U.S. Government Printing Office at (202) 512-1800, or through the internet at

hitp:/iwwew epa gov/regiondifundingfbefore himl.

Questions regarding the application or administrative/fiscal matters should be referred to Elizabeth Armour of the Grants
Management Office, at (415) 947- 4264 or armour clizabeth@epa.gov. Please call me at (413) 974-3403 regarding
programmatic questions (e.g. development of workplan).

Sincerely,
Molly Martin

EPA Project Officer, WTR-3

ce: Elizabeth Armour, EPA Grants Specialist, MTS-7
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