OTAY WATER DISTRICT
SPECIAL MEETING OF THE BOARD OF DIRECTORS
This meeting will be held at:
SYCUAN RESORT
PALM ROOM

‘ 3007 DEHESA ROAD
EL CAJON, CA 92019

TUESDAY
October 9, 2007
9:30 A.M.

AGENDA
ROLL CALL
PLEDGE OF ALLEGIANCE
APPROVAL OF AGENDA
PUBLIC PARTICIPATION — OPPORTUNITY FOR MEMBERS OF THE PUBLIC TO

SPEAK TO THE BOARD ON ANY SUBJECT MATTER WITHIN THE BOARD'S
JURISDICTION BUT NOT AN ITEM ON TODAY'S AGENDA

WORKSHOP

5.

10.

DISCUSSION OF DISTRICT PENALTY FEES

a) BILLING PENALTIES (HENDERSON)
b) PROHIBITED ACTIVITIES, FINES AND PENALTIES (BANUELOS)

DISCUSSION OF BOARD OF DIREGTORS POLICY 8, DIRECTORS COMPEN-
SATION, REIMBURSEMENT OF EXPENSES AND GROUP INSURANCE BENE-
FITS <
DISCUSSION OF BOARD GOVERNANCE

WATER SOLUTIONS AND BAY DELTA UPDATE (WATTON)

REVIEW OF CURRENT BOARD POLICY ON CONTINGENCY PLANNING FOR
DROUGHT MANAGEMENT AND DIRECTION FOR FUTURE (GRANGER)

FINANCIAL IMPACT OF WATER CUT-BACKS (BEACHEM)



11.  UPDATE ON SACRAMENTO AND METROPOLITAN WATER DISTRICT MAT-
TERS (FRAHAM)

12.  ADOPT POSITION OF SUPPORT IF AMENDED ON SBX2-2 (PERATA) AND
SBX2-3 (COGDILL) [WATTON]

13.  ADJOURNMENT

L1

All items appearing on this agenda, whether or not expressly listed for action, may be de-
liberated and may be subject to action by the Board.

If you have any disability which would require accommodation in order to enable you to
participate in this meeting, please call the District Secretary at 670-2280 at least 24 hours
prior to the meeting.

Certification of Posting

| certify that on October 5, 2007, | posted a copy of the foregoing agenda near the
regular meeting place of the Board of Directors of Otay Water District, said time being at
least 24 hours in advance of the special meeting of the Board of Directors (Government
Code Section §54954.2).

Executed at Spring Valley, California on October 5, 2007.

o iase /

LSusan Cruz, District S@retary




AGENDA ITEM 5a

STAFF REPORT

TYPE MEETING:  Board Workshop MEETING DATE:  October 9, 2007

SUBMITTEDBY: Elaine Henderson, Custome W.0/G.F. NO: DIV.NO. A1l
‘Service Mana

§§E§OVEDBYZ Joseph R« ge%cfﬁm, Chief Financial Officer

APPROVED BY:  German z, Assistant General Manager

(Asst. GM):

SUBJECT: Informational Report and Analysis of the FY 2008 Budgeted

Increase in Penalty Charges

GENERAL MANAGER’S RECOMMENDATION :

That the Board accepts this informational report and analysis of
the FY 2007-08 budgeted increase in penalty charges.

COMMITTEE ACTION:

N/A
PURPOSE:

To provide information on the increase in budgeted penalty
charges, including an analysis of the types of charges that go
into the penalty account.

ANALYSIS:

The total budget for penalties in FY07 was $831,450. The FYO08®
budget was increased by 23% to $1,021,100. Approximately half
of this increase is due to the under budgeting of FYO07 with °
actuals that came in 11% or $93,643 higher than budget, cominhg
in at $925,093. The remaining half, or $99,064 of the increased
budget, stems from projected increases over FY07 actual
penalties.

Penalties can be broken down into two categories, late payment
charges and follow-up cecllection charges. Late payment charges
are applied to accounts when payments are not received by the
due date. This charge is 5% of the unpaid amount. Follow-up
collection charges are generated from several sources including
the two most significant efforts, delinquent door hangers and
meter locks. The following table breaks down all the FYO7
actual charges and the FY08 projected charges.




Actuals Budget Dollar Percent
FYQ07 FY(C8 Change Change

Late Payment Charges $555,056 $595,020 $39,9¢4 7T.2%

Follow-up Collections Charges:
Delinguent Door Hangers ($10) 161,820 186,093

Meter Locks ($25) 101,775 137,396
Delinguent Calling ($7.50) 28,575 28,575
NSF Checks ($25) 22,825 13,400
Misc./Transfers ($Varies) 21,979 23,077
Pull/Reinstall Meters ($170) 12,525 16,282
Broken Locks/Meter Damage ($56) 11,002 14,302
Move Meter Fees (5$65) 9,536 10,012

Total Follow-up Collections $370,037 $5429,137 559,100 15.9%

Total of All Charges $925,093 51,024,157 599,064 11.3%

The projected 7.2% increase in late payment charges is directly
related to the size and number of bills sent by the District.
This relationship is the basis for the increase in the late
payment charges. The following changes are the rationale for
the budgeted 7.2% increase:

e Apprcved rate increases of approximately 5.4% from Otay
and 5.5% from Chula Vista. (Otay provides the collection
efforts for Chula Vista’s sewer charges and likewise funds
those efforts with the fees collected.)

¢ The number of accounts is projected to grow by 1.8%.

The projected 15.9% increase in follow-up collection charges is
primarily driven by an increased number of customers requiring

follow-up collection activities. This increase, however, does

not correlate to the general growth in the customer base.

For the past two years, the average number of customers
requiring follow-up collection activities rose approximately- 20%
each year. This percentage is higher than in previous years.
Collections procedures have remained constant, but enforcement
levels were affected by staff shortages. 1In the last two years,
a return to full staff has increased enforcement levels to
normal, bringing the follow-up collection effort back to full
levels. Other factors that impacted the higher percentages are
growth in the customer base, a down turn in the economy, and
higher bills. Attached is a chart that shows the number and
percentage of customers requiring follow-up collection



activities in FY07 and the projected number in FY08 (Attachment
A .

The philosophy of charging penalties is two fcld. The charges
are intended to be punitive in nature, to act as a deterrent,
but also to fund the cost of providing the ccllecticon efforts.
In the early history of the District the cost of providing
collection efforts was all incorporated into one late penalty.
No special charges were identified. This was a simple way to
implement this charge, however customers complained that this
charge was unfairly placing a disproportionate cost on many
customers that would only pay late but not engage the collection
efforts. As a result, the Board shifted to a more complex but
more equitable method of charging fees. The cost of providing
additional equity was the administrative burden of managing
multiple fees.

Prior to 2006 it had been at least 15 years since the charges
had been modified in any way. During the 2006 budget
preparation, all of the follow-up collections charges were
reviewed by staff. Staff determined that three of the fees were
not coving the cost of the effort. Staff brought the Board a
recommendation to increase these charges based on the increased
cost to perform the collection activities. BRased on this
justificaticon, the Board approved these increases. At that
time, staff provided the Becard the following comparison to
neighboring agencies. These increases in charges resulted in
approximately $35,000 of additional revenues in FYO7.

Previous Current
Otay Otay Helix Padre Sweetwater

Late Fee 5

oL

5

oe

5

o

10% No Late Charge
Returned Check $10.00 $25.00 $25.00 $20.00 $20.00

Business Hours $20.00 525.00 524.00 $15.00 $29.00
Meter Turn-on

After Hours 520.00 £65.00 $24.00 575.00 $98.00
Meter Turn-on

Staff will continue to perform periodic cost evaluations to
ensure that the appropriate amount is being collected to cover
collection activities.



FISCAL IMPACT: %’

None.

STRATEGIC GOAL:

Improve the District’s financial reporting.

{

LEGAL IMPACT:

None.

Lo

Genéral Manager

Attachments:

A) Number of Customers Receiving Charges



NUMBER OF CUSTOMERS RECEIVING CHARGES

FYO07 FYO08

Actual Projected Percentage
Type of Charge Count Count Change
Late Penalties 111,935 113,950 1.8%
Delinquency Docr Hangers 16,782 19,299 15.0%
Delinquency Calls 3,810 3,810 0.0%
Meter Locks 4,071 5,496 35.0%
NSF Checks 913 539 -41.0% *
Miscellaneous 130 176 35.0%

* Fewer NSF checks are anticipated because the bank is now resubmitting
NSF checks, attempting to clear the checks a second time.

Attachment A



STAFF REPORT

AGENDA ITEM 5b

TYPE MEETING: Special Board MEETING DATE: Cctober 9, 2007

SUBMITTEDBY: aerobel Banuelos, W.0./G.F. NO: DIV.NO. A1l
Counsel

ﬁ;‘i:;gOVED BY: Mark Watton,

General Manager

SUBJECT: Information Regarding Proposed Reorganization of Code
Provisions Concerning Prohibited Activities

GENERAL MANAGER’'S RECOMMENDATION:
None at this time. This discussion on the proposed amendments

to the provisions of the Code of Ordinance is for information
and discussion only.

COMMITTEE ACTION:
N/A

PURPOSE :

To present to the Board information on certain provisions that
could be incorporated intc the Code of Ordinance to establish
clearer guidelines and procedures for the staff and the
District’s customers in connection with prohibited activities,
associlated fines and penalties.

Analysis:

The District’s Code o©of Ordinance currently lacks provisions
specifying fines, procedure for disconnection or reconnection:of
services or criminal prosecution options available to! the
District in connection with certain prohibited practices,
including unauthorized water and sewer connections and wuses,
damage to the water or sewer system, thefi, tampering and other
unavthorized or illegal practices. The few provisions of the
Code of Ordinance currently addressing such unauthorized
activities and the District’s possible responses are scattered
in several sections of the Code, which could lead to
inceonsistent interpretation or application of the provisions.

The District staff and the General Counsel believe that it would
be in the best interest of the District to consolidate all such
general provisions in one section of the Ccde of Ordinance and
to cross-reference those enforcement provisions that are more
logically located within specific sections of the Code. To
accomplish this goal, the General Ccunsel drafted proposed




language which has been circulated to all different departments
of the District for review and comment. At this time, a summary
and highlights of such provisions are being presented to the
Board members for information and discussion.

FISCAL IMPACT:
None at this time.

{

LEGAL IMPACT:
N/A

M _

Géneral Manager




AGENDA ITEM 6

OTAY WATER DISTRICT
BOARD OF DIRECTORS POLICY
Subject Policy | Date Date
Number | Adopted Revised
DTRECTORS COMPENSATION, REIMBURSEMENT OF 08 2/20/91 10/4/06
EXPENSES AND GROUP INSURANCE BENEFITS

PUJ’.‘EOS@

To provide guidelines for payment of compensation and reimbursement of
expenses to Directors in connection with their attendance at meetings
or the performance of other authorized business, and for group
insurance benefits for Directors.

Background
Members of the Board of Directors (“Directors”) attend regular,
adjourned or special meetings of the Board of Directors (“Board”). 1In

addition, Directors attend other District meetings, committee
meetings, associlation meetings, and educational seminars on behalf of
the District, These meetings and seminars are related to District
business, water and water related issues, and California special
districts. State statutes authorize District payments for meetings,
reimbursements of expenses. State law alsc authorizes the District to
provide health and welfare benefits for active Directors and, in
limited circumstances, retired Directors if they served 12 years and
were first elected prior te January 1, 1995. The District is also
authorized to offer health and welfare benefits for retired Directors
who commenced office on or after January 1, 1995, if the recipient
participates on a self-pay basis.

Policy

The District will compensate Directors on a per diem basis for
attendance at authorized meetings or functions and will reimburse
Directors for reasonable expenses incurred while traveling on District

business to include, lodging, dining, transportation and related
incidentals.

h. Directors Per Diem _
As provided in Section 1.01 C. of the District Code i of
Ordinances, each Director shall receive a per diem in the amount
of $100 for each day of attendance at meetings of the Board or
for each day of service rendered as a Director by request or

authorization of the Board, not to exceed a total of ten (10)

days in any calendar month. Attendance at any meeting shown on
Exhibit A to this Peclicy shall be deemed a meeting requested or
authorized by the Board. Attendance of meetings shall be in

accordance with Exhibit A. The President of the Board or the
Board may authorize a Director to attend meetings not listed in
Exhibit A when the President or the Board determine that it is in
the interest of the District that a Director attend, and that
such attendance be compensated and expenses reimbursed.
Director’s claims for per diem amcunts shall be made on a “Board
of Directors Per Diem and Mileage Claim Form” (Exhibit B). The
President of the Board or the Board may approve reimbursement of
expenses outside the per diem 1limit £for a Director, 1f the

Page 1 of 7




OTAY WATER DISTRICT
BOARD OF DIRECTORS POLICY

Subject Policy | Date Date

Number | Adopted Revised
DIRECTORS COMPENSATION, REIMBURSEMENT OF 08 2/20/91 10/4/06
EXPENSES AND GROUP INSURANCE BENEFITS

Director submits receipts for all of the related District
business expenses.

Attendance at a meeting that is not autheorized by this policy
(pre—approved meetings) or pre-approved by the President may be
approved by the Beoard for per diem. Director’s seeking per diem
amounts for these meetings shall request that the item be
presented to the Beard at its next regqularly scheduled meeting
for consideration. The decision of the Board shall be final.

When travel arrangements require a day earlier arrival or a day
later departure, Directors will net be eligible for the $100 per
diem, however, reasonable expenses associated with the extended
stay will be reimbursed as specified below.

Pre-payment of OCtherwise Reimbursable Expenses

The Director may request pre-payment of registration,
transportation, and lodging, using the “Board of Directors Travel
Request Form” (Exhibit C). Pre-payments shall be limited to the
Director’s expenses only. No advances shall be made on travel
expenses.

Reimbursement of Expenses

Each Director shall be reimbursed for travel expenses to and from
the meetings described in Exhibit A or for any other authorized
District business as follows:

1. Authorization

Travel associated with the attendance of meetings or
functions for Directors shall be approved in advance by the
Otay Water District Board President. To request approval of
travel, the Director should complete a "“Board of Directors
Travel Request Form” (Exhibit B) in order to be eligible
for compensation and/or reimbursement. Travel requests will
be reviewed and approved by the Board President or the
Beard.

2. Transportation
a. Air Transportation

The District will endeavor to purchase airline tickets
in advance taking advantage of discounts and low

airfares.
b. Automobile
1. Persconal Auto: Directors may use their persocnal
vehicle. The bistrict will reimburse Directors

at the current rate/mile as established by the
IRS, plus tolls, parking, etc., provided,

Page 2 of 7




OTAY WATER DISTRICT
BOARD OF DIRECTORS POLICY

Subject Policy | Date Date

Number | Adopted Revised
DIRECTORS COMPENSATION, REIMBURSEMENT OF 08 2/20/91 10/4/06
EXPENSES AND GROUP INSURANCE BENEFITS

Meals

however, 1f air transportation is available, the
total amcunt o©of expense paid shall be limited to
the cost of coach air travel between points
traveled by personal vehicle, Gasoline,
collision and liability insurance, and
maintenance will be provided by the Director and
is deemed covered in the rate/mileage
reimbursement.

Directors using personal vehicles on District
business must maintain a wvalid California
driver’s license and the automobile insurance
coverage required by the State of California, or
make arrangements for a driver who meets the

above requirements. The General Manhager’'s Staff
will wverify that Directors have a wvalid driver's
license. Directors will also be required to

maintain automobkile insurance coverage. Proof of
such 1insurance will ke submitted two times per
year, in January and July, and is required to be
eligible for mileage reimbursement.

2. Rental Cars: The District will provide a rental
car when needed, Such rental car shall be a
compact or mid-size class, wunless upgrades are
offered at no additional cost to the District.

Miscellaneous Transportation

Whenever practicable, bus, taxi, rail, shuttle, etc.
transportation may be used in lieu of, or in
conjunction with, modes above.

and Lodging ;

Meals and Beverages

Whenever travel requires meals, the meals, excluding
gratuity, shall be reimbursable, provided the Director
presents a receipt along with the “Board of Directors
Expense Claim Form” (Exhikit D) for all meals.
Reimbursements for expense items where a wreceipt has
been lost will not be paid until the President or the
Board has reviewed and approved the expense item.
Meals are reimbursable up to the following maximum
rates:

1. Full Day Reimbursement
When a Director is traveling for a full day and
no meals are provided for by other sources, such
as pre-paid registration, the Director may be

Page 3 of 7




OTAY WATER DISTRICT
BOARD OF DIRECTORS POLICY

Subject Policy | Date Date

Number | Adopted Revised
DIRECTORS COMPENSATION, REIMBURSEMENT OF 08 2/20/91 10/4/06
EXPENSES AND GROUP INSURANCE BENEFITS

reimbursed for meal expenses up to a maximum rate
of 546 per day. This amount is exclusive of any
gratuities.

Single Meal Reimbursement

When a Director requires reimbursement for a
single meal while traveling, the maximum meal
reimbursement amount shall be at a rate of $8 for
Breakfast, $13 for lunch, and $25 for dinner, or
amounts determined by the President or the Board
to be reasonable for the occasion or
circumstances. These amounts and any amount
approved by the President or Board shall exclude
gratuities.

Partial Day Reimbursement

When & director will be traveling for a partial day
or where a single meal is provided for by other
sources such as pre-paid registration, the maximum
reimbursement amount shall be reduced to $21 when
only dinner i1is not reimbursable; $33 when only
lunch 1s not reimbursable; and $38 when only
breakfast is not reimbursable, or such other
amounts as may be determined by the President or
the Board to be reasonable for the occasion or
circumstances. In any event all amounts tc be
reimbursed shall exclude any gratuities.

Taxes
The maximum -meal reimbursement amounts are
inclusive of and assume expenses for taxes.. The

maximum meal reimbursements shall exclude aﬁy ind
all gratuities. '

Lodging .

The District will reimburse Directors or pre-pay
accommodations in single rooms at conference
facilities or in close proximity when applicable. Or,

in the absence of conference accommodations, normal
single-room business, government or c¢ommercial class
accommodation may be obtained. Under normal
circumstances, lodging will not be reimbursed for the
night before a conference starts and the night after
it ends. However, 1in situations where available travel
schedules would require the Director to leave home
before 6:00 AM or return to home after 12:00 AM,
lodging for the night before or the night after will
be reimbursable.

Page 4 of 7



OTAY WATER DISTRICT
BOARD OF DIRECTORS POLICY

Subject Policy | Date Date

Number | Adopted Revised
DIRECTORS COMPENSATION, REIMBURSEMENT OF 08 2/20/91 10/4/06
EXPENSES AND GCROUP INSURANCE BENEFITS

4.

Entertainment

The District shall not cover any expenses incurred for
recreation or entertainment.

Incidental Expenses

Unavoidable, necessary and reasonable authorized expenses
will be fully reimbursed by the District. Some examples of
allowable expenses are:

a. Telephone Calls (Business): Calls placed by the
Director, to¢ the District office, or for the purpose
of conducting District business. Business related

calls should be itemized on the Director’s “Board of
Directors Expense Claim Form” (Exhibit D).

b. Telephone Calls (Personal): Cne (1) brief personal
call each day away from home, up to a $10 maximum per
day.

C. Telephone Calls {(Local): Charges for local calls, for

meal or transportation reservations, or for area
information related to travel.

d. Reasonable transportation to local restaurants and to
optional functions that are a part of conference
events.

e, Parking fees.

The fecllowing expenses are not reimbursable:

1. Alcoholic beverages
2. Parking or traffic violations
3. In-room movies or laundry services !

Director's Responsibility

a. Directors must submit a detailed “Board of Directors
Expense Claim Form” for reimbursement. Claim forms
should be supported by wvouchers and itemized receipts
of expenditures for which reimbursement 1is being
requested. Receipts must be attached for all
expenses. If a receipt is lost, the lost receipt must
be noted on the “Board of Directors Expense Claim
Form” (Exhibit D) and approved by the President or the

Board before any payment can be made. Claim forms
shall be submitted within 45 calendar days after the
expense was incurred. Expense c¢laims requiring
reimbursement to the District, which are not

reconciled within 45 calendar days, shall be deducted

Page 5 of 7




OTAY WATER DISTRICT
BOARD OF DIRECTORS POLICY

Subject Policy | Date Date

Number | Adopted Revised
DIRECTORS COMPENSATION, REIMBURSEMENT OF 08 2/20/91 10/4/06
EXPENSES AND GROUP INSURANCE BENEFITS

from the next month’s reimbursement.

b. Expenses will not be reimbursed for meetings that have

been pre-paid and not attended. The President or the
Board may excuse an absence for a meeting. The absent
Director shall provide a verbal or written report at
the next regularly scheduled Board meeting stating the
reason for the absence and, 1f appropriate, request
that it be excused. Directors will be required to
reimburse the district for any pre-paid expenses for
any unexcused absence. This reimbursement will be made
by deduction from future expenditures.

c. When two (2) or more Directors combine an expense on
one receipt, the Director requesting reimbursement
should indicate, on or &attached to the Director’s
“Board of Directors Expense Claim Form” the identity

of the other perscns sharing expenses. This will
facilitate appropriate allocation of expenses to each
participant.

d. Expenses incurred by spouses, family members, or

guests are the responsibility of the Director.

Staff will create a quarterly report showing in detail
all expenses for the Directeors The report will include
all expenses, for example, stipend, mileage, seminar,
airline or ground travel, meals, telephone use, the date
incurred, and the Director's name. To the extent that
Directors report meetings for which they did not receive
reimbursement or per diem, those meetings shall be noted
on the report. All payments will be listed whether the
payment was a reimbursement or direct payment .made on
behalf of the Director to a vendor. The reports:will be

presented to the Board of Directors at public meetings.

District Group Insurance Benefits
1.

Each Director, while serving as a member of the Board of
Directors, shall be entitled to the health and welfare and
life insurance benefits set forth in the Schedule of
Benefits in the District Group Insurance Plan Rooklet,
which benefits are furnished by the District, at District
cost, for active District employees and Directors. Each
active Director shall also be entitled to a 565,000 term
life and accidental death and dismemberment insurance
policy and a $50, 000 travel accidental death and
dismemberment policy.

Each former member of the Board of Directors, who served in
office after January 1, 1981, who was elected to a term of

Page 6 of 7



OTAY WATER DISTRICT
BOARD OF DIRECTORS POLICY

Subject Policy | Date Date

Number | Adopted Revised
DIRECTCRS CCMPENSATION, REIMRURSEMENT GCF 08 2/20/91 10/4/06
EXPENSES AND GROUP INSURANCE BENEFITS

office that began before January 1, 1995, who is at least
60 years of age, and whose total service at the time of
termination is not less than 12 years, shall be entitled to
the health and welfare and life insurance benefits set
forth in the District Group Insurance Plan Booklet, which
benefits are furnished by the District, at District cost,
for retired Directors.

For Directors elected to a term of office that began on or
after January 1, 1995, the District may provide for
continuation of any health or welfare benefits only if the
recipient participates on a self-pay basis.

E. Miscellaneous
1. The following are not reimbursable expenses:
a. Cell phone expenses
b. Service fees for internet access
2, The District does not provide equipment, such as fax

machines, computers and laptops to board members for
District business use.

Attachments

Exhibit A: Approved Function List

Exhibit B: “Board of Directors Per Diem and Mileage Claim Form”
Exhibit C: “Board of Directors Travel Request Form”

Exhibit D: “Board of Directors kExpense Claim Form”

Page 7 of




EXHIEBIT A

Approved Functions List

Board Policy for payment of per diems and expenses for Director
attendance at District meetings:

The Bgard reviews its authorization and policy for payment of per
diems (pre-approved meetings) annually, in January following
reorganization of the Board and election of a new President.
Below is the current Board policy:

1. The following meetings are pre-approved for all Directors
to attend and receive a per diem and expense
reimbursement:

*+ Otay Water District Regular and Special Board Meetings

* Otay committee meetings for committee members only

® Otay business meetings called by the General Manager
and authorized by the President of the Board where
individual Directors are regquested to attend

* FExcept as otherwise specifically excluded in this
policy, official District functions that take place
during normal business hours where Directors are
requested to attend by either the Board President or
the Board '

¢ Semi-annual conference of the Association of
California Water Agencies

* Regular gquarterly meetings of the Water Agencies
Association ¢f San Diego County

e Regularly menthly meeting of Council of Water
Utilities

e Business meetings and conferences of the California
Special District Association held in San Diego County

All other meetings not 1listed here require pqe%
approval by the President or Board. S

2., The following meetings are pre-approved for designated
Otay Director representatives or designated alternate. The
District Secretary will maintain an updated list of
designated Director representatives. Any other Director
who wishes to attend these meetings and receive a per diem
must have approval from the President or Board prior to
the event or be designated by the President or Board, as
an alternate. The pre-approval shall include the
attendance of the Director at the commission, committee,
board or meeting and any committee, subcommittee or other
official or posted meeting of the agencies, commissions,
committees or boards listed below: -




EXHIBIT A

¢ Planning Group and City Commission meetings that fall
within the boundaries of each directors district (when
issues impacting OWD are discussed)

¢ Inter-Agency Committee Meeting

s METRO (TAC/AFFORD) Commission

e ACWA or CSDA meetings/conferences

* Water Conservation Garden

The Board President or his designee is pre-authorized to
attend District business meetings with cities and other
agencies to represent Otay Water District, and may claim a
per diem and expenses. Any other Director desiring to
attend the same meeting of this nature would require
approval to attend from the President or the Board in
crder to receive a per diem and expense reimbursement.

When the President or the Board appeints a director(s) to
a committee, the meeting(s) shall be considered pre-
approved for per diem and expense reimbursement.

The fecllowing meetings are not eligible for pre-approved
per diem claims:
a) Attending other Districts’ Board meetings

b) Otay employee appreciation breakfast, luncheons or
dinners

¢} Retirement receptions

d) Otay picnics or dinner-dances or other purely sccial
events

e) CWA meeting attendance (by Otay Water District
appcinted CWA Board Member(s))

f) Chamber of Commerce events

g) First Friday Breakfasts unless presenting Otay
official business to the assembly

h) Any political campaign event or function

In order to submit a per diem/travel reimbursement @hé
member must attend at least 50% of the meeting (per day)
and the reimbursement request must be submitted within 45
days of the occurrence, otherwise it may be considered
attended without per diem. The President of the Board
will make the final determination.

All other meetings/conferences/tours/seminars/
workshops/functions not listed in this policy must be pre-
approved by the Board President or the Board.




EXHIBIT B

OTAY WATER DISTRICT
BOARD OF DIRECTORS
PER-DIEM AND MILEAGE CLAIM FORM

Pay To: Period Covered:
Employee Number; From; To:
ITEM | DATE MEETING PURPOSE / ISSUES MILEAGE
- MILEAGE
DISCUSSED OWD 15 HOM® LOGATIONS

Total Meeting Per Diem; $

($100 per meeting)
Total Mileage Claimed: miles
(Director’s Signature)
GM Receipt: Date:

FOR OFFICE USE: TOTAL MILEAGE REIMBURSEMENT: $

INSTRUCTIONS ON REVERSE



EXHIBIT B

INSTRUCTIONS FOR PREPARATION OF
BOARD OF DIRECTORS PER DIEM CLAIM FORM

1. Record the date, and name or purpose/issues discussed of meeting
attended on behalf of the District.

Note: The District will pay Director's per-diem for one meeting/
function per day and the maximum of 10 meetings/functions per month.
If a Director attends more than 10 meetings/functions (10 days), the
District will reimburse for the mileage and any reimbursable out-of-
pocket expenses incurred for these additiocnal meetings.

2. Record number o¢f miles (round trip) driven to attend meeting/
function.

The use of personal vehicles in the conduct of official District business
shall be reimbursed at the current Internal Revenue Service rate. The
Director's expense c¢laim should indicate the nature of the trip. If a trip
begins at home, the District will reimburse the mileage from home to

destination and return mileage., District insurance does not cover personal
vehicles while they are ©being driven on District business. The
reimbursement rate is inclusive of an allowance for insurance costs. The

District will reimburse Directors for the deductible under their personal
insurance policy should they be involved in an accident while on District
business. To be eligible for reimbursement, each Director shall maintain a
current California driver’s license and at least the minimum vehicle
liability insurance required by State law or shall arrange for a driver who
meets said standards.

The District will not reimburse the cost of travel of a personal nature
taken in conjunction with travel on official business.

Claim forms shall be submitted within 45 calendar days after the meeting
date. Expense c¢laims requiring reimbursement to the District which are not
reconciled within 45 calendar days, shall be deducted from the next month’s
reimbursement.

No information on the Per Diem Claim Form may be designated as confldentlal
in nature. All expenses must be fully disclosed on the form. i




EXHIBIT C
OTAY WATER DISTRICT

BOARD OF DIRECTORS
TRAVEL REQUEST FORM

Director: Date of Request:

Name and Location of Function:

Date(s) function to be held: -

Sponsoring Organization:
Request for Prepaynient of Fees Related to the Function:
Expense Type Not Needed P;gg:gg:;]t

Registration ] ]
Airline O Ol
Auto Rental ] ]
Mileage ] N/A
Taxi/Shuttle [} N/A
Lodging ] L]
Meals ] N/A
Other Expenses — Explain Below ] ]

Lodging Preference:

Explanation of Qther

Expenses:

Signature of Director Date of Request

For Office Use Only Below This Line

Date of Board

Approval;

Expense Type Descripfion Amol;l;;f:re—
Registration —
Airline
Auto Rental
Mileage N/A
Taxi/Shuttle N/A
Lodging
Meals N/A
Other Expenses

District Secretary . Date Processed



EXHIBIT D

OTAY WATER DISTRICT
BOARD OF DIRECTORS
EXPENSE CLAIM FORM
Pay To: ' Period Covered:
Employee Number: From: To:

ITEMIZED REIMBURSEMENT CLAIMED

(Attach receipts for expenses greater than $10)

Date Type of Reimbursement Amount
TOTAL Reimbursement Claimed: h
Director Signature: Daie:
GM Receipt: Daie:

INSTRUCTIONS ON REVERSE



EXHIBIT D

INSTRUCTIONS FOR PREPARATION OF
BOARD OF DIRECTORS EXPENSE CLAIM FORM

The necessary expenses incurred while traveling on District business including
common carrier fares (economy class), automobile rental charges, District
business telephone calls, one perscnal telephone call home each day (510 maximum
per day), lodging, baggage handling, parking fees, meals, etc. will be
reimbursed when documented on the Director's Per Diem and Expense Claim Forms.
Receipts must be attached for all meal expenses. If a receipt is lost, the lost
receipt should be noted next to the expense and submitted to the President
before any reimpursement can be made. Receipts are required for the
reimbursement ¢f all expenses.

All receipts must have the nature of the expense and the business purpose
noted on the receipt.

The District will not reimburse the cost of travel of a personal nature
taken in conjunction with travel on official business.

Meals shall be reimbursed up to $46 per day, or an amount determined by the
President of the Board of Directors to be reasonable for occasion or
circumstances, exclusive of any gratuities. Partial days shall be
reimpursable at a rate of 58 for breakfast, $13, for lunch and $25 for
dinner, or amounts determined by the President of the Board of Directors to
be reasonable for the occasion or circumstances, excluding any gratuities.
The above amounts may be combined if travel status requires two (2} or more
meals. The meal reimbursement amounts are inclusive of and assume expenses
for taxes only. Gratuities are not reimbursable and are excluded. Where
pre-paid registration includes meals, only meals that are not included in
the registration will be reimbursable.

Any receipts that include costs of personal travel (e.g., hotel receipt for
employee and spouse) should identify what the cost would have been without
personal travel (e.g., single room rate as opposed to double room rate).

Claim forms shall be submitted within 45 calendar days after the expense was
incurred. Expense claims requiring reimbursement to the District which are

neot reconciled within 45 calendar days, shall be deducted from the next
month’s reimbursement. ;

Noe information on the Expense Claim Form may be designated as confidéntial
in nature. All expenses must be fully disclosed on the form,

The following expenses are not reimbursable:

a. Alcoholic Beverages d. Laundry service
b. Parking or traffic violations €. Entertainment or recreation
c. In-room movies f. Expenses incurred by spouses,

family members, or guests.




AGENDA ITEM 7

CHAPTER 2 ADMINISTRATICN CF DISTRICT

SECTION 1 BOARD OF DIRECTORS AND OFFICERS

1.01 GOVERNING BODY

i\l

A, Authority of Board. The Board of Directors, act-
ing as a Board, is the governing body of the District. The

Board shall act only at its regular, regularly adjourned or
special meetings.

B. Authority of Individual Board Members. All pow-
ers of the District shall be exercised and performed by the
Board as a body. Individual Board members, except as pro-
vided in this Code or otherwise authorized by the Board,
shall have no power to act for the District, or the Board,
or to direct the Staff of the District.

C. Compensation for District Directors. Each member
of the District Board of Directors shall be compensated as
per Board of Directors Policy 8, Directors Compensation,
Reimbursement of Expenses and Group Insurance Benefits,
under Item A, Directors Per Diem, for each day's attendance
at meetings of the Board, or for each day's service
rendered as a member cf the Board at meetings or functions
approved by the Board. A request for service made by the
General Manager of the District or made or approved by the
President of the Board shall be deemed approved by the
Board. The number of days of authorized compensation for
any calendar month shall be limited to ten, regardless of

the number of meetings attended or days of service
rendered.

D. Staff Direction. The Board shall work through
the General Manager to obtain such information as may be |
necessary and appropriate to assist the Board in its X
deliberations, and may direct Staff to implement the
policies and decisions of the Board. Individual Board ,
members  shall not act independently to direct Staff in the
performance of their duties, or to provide or compile data,
information or reports.

1.02 OFFICERS

A, Board Officers. The Board shall elect one of its

members as President, and one of its members as Vice Presi-
dent .




B. Digtrict Officers. The Board shall appoint offi-
cers of the District as required by law. The Board may
also appoint a deputy or assistant secretary, deputy or as-
sistant treasurer, and such other assistants and employees
as it may deem necessary to operate the District. The sec-

retary and treasurer of the District may, but need not be,
members of the Board.

1.03 ELECTION OF BOARD OFFICERS

A. Date of Election. In the month of January of
each year, or at such time the Board deems necessary, the
Board shall elect a President and Vice President. Their
terms shall be for one year, or until their successors are
elected. The Board may, however, at its sole discretion
and without cause reorganize and select new officers at
anytime prior to the expiration of the one-year term.

B. Procedure for Election. The procedure in this
paragraph B shall govern the election of Board President
and Vice President, unlesgs changed by action of the Board
by motion at the time of the election. The General Manager
shall chair the proceedings for election of the President,
which shall be the first order of business after any newly
elected directors have been seated or at anytime as the
Board deems necessary. The newly-elected President shall
assume office immediately, and shall chair the proceedings
for the election of the Vice President. The chairman shall
call for nominations from members of the Board. No second
shall be required for nominations, although one or more
members may second a nomination to indicate endorsement.

No member may nominate more than one person for the
position. Once all nominationg have been made, the
Chairman shall call for a roll call vote. Each Board
member shall state the name of the candidate for whom he
casts his vote. Three votes shall be required for
election. If only one person should be nominated for an
office, the Board may act by motion to elect such nominee.;

L

1.04 BOARD VACANCIES

Procedure for Appointment. Vacancies in the office o6f
Director shall be filled in accordance with the provisions
of Section 1780 of the California Government Code. Such
procedure permits the remaining members of the Board to
fill the vacancy by appointment, provided the appointment
is made within 60 days after the effective date of the va-
cancy, and provided further that notice of the vacancy is
given as provided by law. In making such appointment, the
Board shall follow the same procedure as provided for the
election of its officers. In lieu of making an appointment,

the remaining members of the Board may request an election
to £ill the vacancy.




1.05 DUTIES OF PRESIDENT

A.

Meetings. The president shall preside over and

conduct all meetings of the Board and hearings before the

Board

In so doing, the President shall have the following

powers and responsibilities:

1.

10.

To follow the prepared agenda unless the Board
concurs in any change.

To determine all guestions of order and parlia-
mentary procedure, unless he chooses to submit
any such question to the Board for decision.

To maintain order and to enforce reasonable rules
of decorum.

To determine at meetings of the Board, other than
public hearings, whether or not members of the
public should be heard on particular issues or
otherwise be permitted to address the Board.

To set reascnable limits upon the length of time
and the number of occasions on which a person may
speak at public hearings as well as other meet-
ings of the Board.

To recognize Board members who may wish to be
heard.

To restate, where necessary, and to put to a vote
all questions properly before the Board, and to
announce the result of each vote. 3
To terminate debate after there has been reason:
able opportunity for full discussion of any issue
and further debate would be needlessly repetitive

or otherwise not useful, and where proper, to put
the matter to a vote.

To rule out of order any comment by Board mem-
bers, Staff or members of the public not germane
to the issue then before the Board.

To respond to inquiries by Board members relating
to procedures, or to factual information bearing
upon the business before the Board.




11. To establish standing or ad hoc committees of the
Board, and to appoint the members thereof, when
requested by the General Manager.

12, To declare the meeting adjourned upon such vote
by the Board, or when in his judgment any
‘ emergency or other cause requires adjournment.

13. To authenticate by his signature all acts,
orders, and other proceedings of the Board.

Notwithstanding the delegation of such powers to the Presi-
dent, any action taken by a majority of the Board on any of
the foregoing matters shall be determinative thereof.

B. Board Spokesman. The President shall act as
spokesman for the Board with respect to its actions and
policies, and those of the District. This provision, how-
ever, shall not preclude any other officer or employee of

the District from making appropriate comments within the
scope of his position.

C. Public Appearances. The President, or any Board
member or Staff person he designates, shall represent the
Board, where it is appropriate or desirable for the
District to appear, at meetings of other public agencies,
before public groups, or on other public occasions.
However, this provision shall not limit the attendance of

any Director or authorized officer or employee of the
District.

1.06 DUTIES OF VICE-PRESIDENT

A, Powers of Vice-President. The Vice-President
shall act if the President is absent or unable to act, and }

shall exercise all of the powers of the President on suchi
occasion. :

1.07 DUTIES OF SECRETARY

A Board Matters. With respect to the affairs of

the Board of Directors, the Secretary shall have the
following duties:

1. To take and prepare minutes of all Board
meetings.
2. To keep in appropriate books the original copies

of all final minutes, ordinances and resolutions
of the Board.




3. To keep on file all Board committee reports.

4, To attest to the minutes, ordinances, resolutions
and other documents of the Board.

5. To provide notice as required by law of any spe-
o cial meeting or regularly adjourned meeting.

6. To provide notice as required by law of any hear-
ing before the Board.

7. In the absence of the President and Vice-
President to call any meeting to order, and to
preside until the election of a chairman pro tem,
who shall then exercise the powers of the
President at such meeting.

B. Other Duties. The responsibilities enumerated in
Section 7A are not intended to limit any other duties of
the Secretary imposed by law, or assigned from time to time
by the Board, or by the General Manager if the Secretary is
an employee of the District.

C. Assistant Secretary. The Assistant Secretary
shall act if the Secretary is absent or unable to act, and
shall exercise all the powers of the Secretary on such
occasion.

1.08 MEETINGS OF THE BOARD

A, Time and Place of Meetings. Regular meetings of
the Board shall be held at the office of the District at
2554 Sweetwater Springs Boulevard, Spring Valley,
California, at such day and hour as may be specified from
time to time by resolution of the Board.

'
i
d
i

B. Public Nature of Meetings. All meetings of the:
Board shall be open to the public, except when the Board is
convened in Closed Session as authorized under provisions.
of law. Meetings of Board committees composed of not more
than two members of the Board shall not be public meetings,
unless the committee determines otherwise.

C. Quorum and Voting Requirements. A majority of
the Board of Directors shall constitute a quorum for the
transaction of business. However, no ordinance, resclution
or motion shall be passed without three affirmative votes.

D. Agendas for Board Meetings




The General Manager shall prepare the agendas for
meetings. Agendas shall be based upon items re-
guested by any Board member or by others in the
normal course of the District business, or as de-
termined by the General Manager.

Each agenda for a regular meeting shall provide
an opportunity for members of the public to
address the Board of Directors on items of
interest to the public that are within the
subject matter of the Bcoard of Directors. Action
by the Board of Directors on any such matter

shall be taken in accordance with Section 1.08E
of this Code.

The agenda for a regular or adjourned regular
meeting may provide for a Consent Calendar for
items which the General Manager deems to be of a
routine nature. Action by the Board of Directors
on the Consent Calendar shall be taken in accor-
dance with Section 1.08E of this Code.

At least 72 hours before a regular meeting of the
Board an agenda containing a brief general de-
scription of each item of business to be trans-
acted or discussed at the meeting shall be posted
at the entrance to the District business office

in a location accessible to members of the
public.

Board Action

1, The Board shall act only by ordinance, reso-
lution or motion. The vote on ordinances
shall be recorded in the minutes. An ordi-
nance does not require two readings at sepa-
rate meetings, and unless otherwise provided:
by its own terms, shall become effective i
upon adoption. Ordinances, resolutions and
other motions may be adopted by a voice :
vote, but on demand of any member of the .
Board, the roll shall be called and the vote
recorded. All motions, including a motion
to adopt an ordinance or to approve a
resolution, shall require a second. If a
second is not received, the motion shall
fail without the requirement of a vote. Any
member of the Board, including the Chairman,
can make and second a motion, and the
Chairman shall vote on all motions unless
disgualified or abstaining. If a motion is
not in writing, and if it is necessary for
full understanding of the matter before the




Board, the Chairman shall restate the
question prior to the vote. Common motions
may be stated in abbreviated form, and will
be put into complete form in the minutes.
Until the Chalrman states the question, the
maker with the approval of the second may
modify his motion or withdraw it completely.
. However, after the question has been stated

‘ by the Chairman, the motion may be changed
only by motion to amend, which is seconded
and carried.

2, All items on the Consent Calendar on a Board
Meeting Agenda may be approved without dis-
cussion upon motion duly made, seconded and
approved by at least three Directors. At
the request of a Director or a member of the
public, an item on the Consent Calendar
shall be removed from the Consent Calendar
and placed on the Agenda with other items
for discussion and consideration by the
Board of Directors.

3. The Board shall not take action on any item
not appearing on the agenda previously
posted for the meeting pursuant to Section
1.08D of this Code; excepting, however, the
Board may consider items not appearing on
the posted agenda if:

(a) a majority of the Board determines that
an emergency situation) as defined in
Government Code Section 54956.5)
exists;

{(b) two-thirds of the Board finds that the
need to take action arose after the
agenda was posted; or ;

{c} the item was posted for a prior meeting
occurring not more than five days prlor
to the current meeting and was
continued to the current meeting.

F. Parliamentary Procedures Affecting Motions.
After a motion has been made and seconded, any member of
the Board may make any of the following motions:

1. To continue the motion to a specific time.

2. To table the motion, the effect of which de-
fers further discussion and a vote until the




majority of the Board again wishes to resume
consideration of the motion.

3. To commit or refer the motion to a
committee, the effect of which is to defer
further consideration until the committee
has reported its findings to the Board.

4, To amend the motion to modify its wording
before adoption, provided the suggested
amendment is germane to the original motion.

5. To propose a substitute motion, which has
the effect of disposing of the motion before
the Board and eliminating the necessity of a
vote on the original motion.

6. To call for the question, which in fact is a
motion to terminate further debate, and re-
quires a second and an affirmative vote of
the Board.

G. Routine Business. Matters of routine business
such as approval of the minutes, and approval of minor mat-
ters, may be expedited by assuming unanimous consent of the
members of the Board, and having the Chairman state that
without objection the matter will stand approved. If any
member should object to such unanimous consent, the
Chairman shall then call for a vote.

H. Orderly Discussion. 1In order to promote orderly
discussion of the issues before the Board, each member
shall be recognized by the Chair before speaking. Each
member shall have a right to speak subject to Section
1.05A, subnumber 8 and 9 of this Code. Each member of the
Board may seek information or comment by the Staff on any
question.

I. Rules of Procedure for Board Meetings. The fol;

lowing shall apply to persons desiring to address the Boaxd
of Directors: :

1. Anyone who desires to speak to the Board of
Directors on a specific subject at a
particular meeting should contact the
District Secretary and give their name and
address, request that the subject be placed
on the Agenda for that meeting and glve the
reason for such request.

2. Anyone in attendance at a Board meeting, who
desires to speak to an item on the Agenda




that is being considered, may request to be
heard by stepping to the podium and stating
his or her name and address for the record.

3. Anyone in attendance at a Board meeting who
desires to speak on a subject that is not on
the Agenda for that meeting may request to
do so by stepping to the podium and stating
his or her name, address and the subject
they wish to discuss. The Board shall
determine in accordance with Section 1.08E3
of this Code whether the subject will be
taken as an "off-docket" item and discussed
at that meeting or placed on the Agenda for
the next Board meeting.

4, No one in the audience shall be permitted to
pose questions or carry on any discussion on
any matter being considered by the board un-
less they first step to the podium and give
their name and address as required above.
Anyone failing to comply may be deemed "out
of order" by the Chairman and statements or
comments made by such perscon shall not be
considered by the Board of Directors.

J. Closed Sessions. Except as required by law, all
proceedings in Closed Segsions shall remain confidential.

1.095 PUBLIC HEARINGS

A. Order of Procedure. Public hearings shall be
called to order by the Chairman at or as soon as practical
after the time for which the hearing has been noticed. The
Chairman shall interrupt at a reasonable point any business
before the Board in order to proceed with such noticed pub-

lic hearing. The procedure for public hearings shall ‘
generally be as follows: d

. 1. The Secretary shall report upon the notice of the
hearing which has been given. y

2. The Secretary shall indicate or summarize all
protests or correspondence which has been
received on the issue to be heard.

3. The Staff shall present such information,
exhibits and recommendations as may be
appropriate.

4, The Chairman shall call upon such members of the

public as way wish to be heard.




5. Board members and Staff shall attempt to answer
such questions from members of the public as may
be germane to the issues of the hearing.

6. Board members and Staff, after recognition by the
‘ Chairman, may ask questions of members of the
public who speak.

7. Board members shall refrain from discussing the
issues among themselves, or expressing their per-
sonal views, until all of the testimony has been
heard and the hearing has been closed.

8. If the nature of the hearing appears to warrant
sworn testimony, the Chairman may require that
all persons giving testimony do so under oath.
The oath may be administered by the Chairman, a
Board member, of by the Secretary.

9. Any member of the public may, at his own expense,
transcribe the proceedings of the hearing.

1.10 ROBERT'S RULES OF ORDER

A, Applicability. While many of the principles of
Robert's Rules of Order have come to be generally accepted
as the proper, fair and efficient way of conducting a meet-
ing, such Rules were not designed for small governing
boards of public agencies, and in some instances conflict
with the law. Accordingly, while many of the fundamental
concepts of Robert's Rules of Order have been included
within the provisions of this Ordinance, such Rules shall
not technically apply to the affairs of the Board of
Directors of this District.

1.11 SEAL OF THE DISTRICT

®

- The Seal, an impression of which is hereby affixed td
this page and bearing the words "OTAY WATER DISTRICT :
founded January 27, 1956" is adopted as the official Seal:
of this District.
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Update on Recent Fish Population Surveys
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AGENDA ITEM 9

STAFF REPORT

TYPE MEETING:
SUBMITTED BY:

APPROVED BY:
(Chief)

APPROVED BY:
(Asst. GM):

SUBJECT:

Special Board MEETING DATE:  October 9, 200
‘William E. Granger, Water W.O./G.F. NO: n/a DIV. NO.
Conservation Manager M}é?

Rom Sarno, Chief of Administrative Servicgﬁ%&///fﬂ

German Alv ssistant General Manager of Finance &

Administration

Review of Current Board Policy on Contingency Planning for
Drought Management and Direction for Future

7
all

GENERAL MANAGER’ S RECOMMENDATION :

Information item only. No Board action required.

COMMITTEE ACTION:

n/a

PURPOSE :

To present to the Board the District’s current Board policy on
contingency planning for drought management and direction for future,
as outlined in Section 39 of the District’s Code of Ordinances.

ANALYSIS:

In late 2005, as part of its 2005 Urban Water Management Plan (UWMP),

the District updated Section 39 of its Code of Ordinances.

shortage response portion of the UWMP was written to allow for ; :
flexibility in deciding which measures would be implemented giﬁén a
need to reduce the District’s demand by 15%, 25% or 50%, as maridated
by the Urban Water Management Planning Act. :

The District’s Water Shortage Response Program as contained within
Section 39 of the Code of Ordinances, is broken into three stages:

Stage I is defined as a “temporary general water supply shortage due
to increased demand or limited supplies ..”

The water

Stage IT is defined as “a long term shutdown or unscheduled shutdown,
major system disruption, or multiyear drought; dependent on the

severity and estimated duration of the water shortage.”

targets during Stage II range from 1% to 50%.

Water savings




Stage III is a “major unscheduled shutdown or disruption to the
treated or untreated water systems such as those caused by natural
disaster, major system failure or acts of war.”

As stated in Section 39.07 A, the General Manager shall determine the
extent of the conservation required and then shall report declared
Stage I, II or III declarations to the Board of Directors at its next
regular meeting. At such time the General Manager determines that
shortages are no longer in effect the number of violations accumulated
to a customer’s account from Section 39 shall be reduced to zero.

The following tables highlight the prohibitions contained within
Section 39 and notes when they become mandatory.

Prohibitions Stage When Prohibition
Becomes Mandatory
Allowing water to leave a customer’s property by drainage onto adjacent property due At all times
to excessive irrigation, poor design and/or neglect
Not repairing leaks within 48 hours At all times
Washing down paved areas, except to alleviate immediate safety or sanitation hazards At all times
Lawn watering or irrigation during daylight I (25%)
Use of hand-held hose without automatic shut-off nozzle 11 (25%)
Use of potable water for commercial street cleaning 11 (25%)
Filling of swimming pools, ponds or lakes 1T (50%)
Operation of non-residential fountains 1T (50%)
Residential car washing 1T (50%)
All outdoor irrigation 111
Consumption Reduction Method Stage When Method | Projected Reduction
Takes Effect
Ask large irrigation customers to reduce usage. 1T
Require a 20-foot clearance for construction near water lines (will It
reduce losses due to accidental line breaks) Up to 15%
Reduce or suspend deliveries to Mexico 1I
Require Interim Agricultural Water Program customers to reduce their 11
usage by up to 30% ,
Notify customers of need for additional conservation 11 i
Enforce water conservation and use restrictions 11 Up 102 5% '
Mandating water budgets for large landscape accounts (says will IT .
consider mandating in Section 39), but mandated in Section 25
Coordinate with Metropolitan and the Water Authority to issue press 11
notification to the media
Ask customers to reduce irrigation 11
Establish reduction targets for commercial landscape accounts 1I
Reduce or suspend augmentation of the recycled water distribution 1 Up to 50%
system with potable water
Consider mandating water budgets for all customers 11
Consider reassigning personnel to enforce water use regulations 11
Suspend all water use from temporary meters 11

Surcharges for Noncompliance:
The District has outlined a series of surcharges to be administered by
the Finance Department within Section 39.08 of the Code of Ordinances.




First Violation: written letter of warning

Second Violation: Notice of Violation to customer who received a
written warning within a 12 month rolling year. Other preventative
measures may also be taken by the District.

Third Violation: $100 surcharge within a 12 month rolling year.
Other preventative measures may also be taken by the District.

Fourth Violation: $200 surcharge within a 12 month rolling year.
Other preventative measures may also be taken by the District.

Subsequent Violations: $400 surcharge within a 12 month rolling year.
Other preventative measures may also be taken by the District.

Limiting or Discontinuing Service:

As noted in 39.10, “limiting or discontinuing service may hereby be
imposed on customers for violations or repeated violations..” At any
time, the District can temporarily deactivate a potable or recycled
water meter if the customer is in violation of any provision within
Section 39. A second or additional violation within a rolling twelve
month period may result in the installation of a flow restrictor, the
temporary deactivation of the meter or the discontinuance of service.
Discontinuance of service can occur any time after the third
violation.

Flow restrictors will be installed for a period of seven days.
Subsequent violations will increase the flow restriction period by

seven days. The customer must pay $125 each time a flow restrictor is
installed.

FISCAL IMPACT:
n/a

STRATEGIC GOAL: '
Relates to the District’s “Total Water Saved” Performance Measure.

LEGAL IMPACT:
n/a

General Manager

Attachment A: Section 39 of the District’s Code of Ordinances




SECTION 39 CONSERVATION AND WATER SHORTAGE RESPONSE
PROGRAM

39.01 DECLARATION OF POLICY

California Water Code Sections 375 et seq. permits
public entities that supply water at retail to adopt and
enforce a water conservation program to reduce the quantity
of water used by the people therein for the purpose of con-
serving the water supplies of such public entity. The Board
of Directors hereby establishes a comprehensive water con-
gservation program pursuant tce California Water Code Sections
375 et seqg., based upon the need to conserve water supplies
and to avoid or minimize the effects of any future shortage.

39.02 FINDINGS

The Board of Directors finds and determines that
the conditions prevailing in San Diego County, including the
region’s reliance on imported water, requires that available
water resources be put to maximum beneficial use to the
extent to which they are capable; that the waste or
unreasonable use, or unreasonable method of use of water be
prevented; and that the conservation of such water be
encouraged with a view to the maximum reasonable and
beneficial use thereof in the interests of the residents of
the District and for the public welfare.

Notwithstanding local and regional efforts to diversify
water supplies to improve reliability, the Board of
Directors furthermore finds and determines that a water

shortage may occur based upon one or more of the following
conditions:

A. A general water supply shortage due to
increased demand or limited supplies.

B. Treatment, distribution or storage facilities
of the Metropolitan Water District of
Southern California (Metropolitan) or the San
Diego County Water Authorlty (Water :
Authority) or other agencies become
inadequate.

c. A major failure or disruption of the water
supply, treatment, storage or distribution
facilities of Metropolitan, the Water
Authority, or other agencies occurs.

D. A major failure or disruption of the water
supply, storage or distribution facilities of
the District.

39.03 APPLICATION
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The provisions of this Section 39 shall apply to

all water served to persons, customers, and property by the
District.

A. Exceptions - The provisions of this Section 39

shall not apply to any hospital, health care or

. convalescent facility, veterans home or any
other type of facility where the health and
welfare would be affected by restricted water
use. This shall also not apply to veterinary
hospitals and facilities. However, this
Section 39 does apply to outdoor grounds, yard
and parking areas of these facilities.

39.04 AUTHORIZATION

The General Manager, or a designated
representative, is hereby authorized and directed to imple-
ment the provisions of this Section 39. Additionally, the
General Manager, or designated representative, i1s hereby
authorized to make minor and limited exceptions to prevent
undue hardship or unreasonable restrictiong, provided that
water shall not be wasted or used unreasonably and the
purposes of this Section 39 can be accomplished.

39.05 WATER CONSERVATION PROGRAM

The District will evaluate and implement
activities that encourage water conservation with the goal
of using water more efficiently, including notifying
customers that the following measures apply at all times and
until further notification:

A, No customer of the District shall knowingly
use water or permit the use of water supplied
by the District for residential, commercial,
industrial, agricultural, governmental or any
other purpose in a manner contrary to any :

provision of this Section 39. 3

B. Water may not be allowed to leave the _
customer's property by drainage onto adjacent
properties or public or private roadways or
streets due to excessive irrigation, poor
design and/or neglect.

C. Customers are required to repair all water
leaks within 48 hours of knowledge that a
leak exists.

D. Water should not be used to wash down

sidewalks, driveways, parking areas, tennis

Revised 12/7/05 39-2




39.06
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courts, patiosg, or other paved areas exéept
to alleviate immediate safety or sanitation
hazards.

Lawn watering or irrigation is recommended to
occur two (2) hours after sunset and an at
least one (1) hour before sunrise. New
plantings and newly seeded areas are exempt
from these limits for 30 days.

Customers are encouraged to use an automatic
shutoff nozzle when using a hand-held hose
for spraying, lawn watering, vehicle washing
or structure washing.

Water may not be used for new single pass
evaporative cooling systems, new non-
recirculating conveyor car wash systems, new
non-recirculating decorative fountains, and
new non-recirculating commercial laundry
systems.

WATER SHORTAGE CONTINGENCY PLAN

A. STAGE T

1.

Defined as: A temporary general water supply
shortage due to increased demand or limited
supplies such as a disruption to the potable
water treatment, distribution or storage
facilities of Metropolitan or the Water
Authority, or other agencies whereby such
systems become inadequate to meet local or
regional demand.

In addition to efficiency measures cited in
39.05, the following actions may be
implemented in concert with Metropolitan or
the Water Authority announcements and
determinations of water availability, or as :
deemed necessary by the District: :
a. Operations staff shall closely monitor
water storage levels and consumption
rates and report this information to the
Senior Management Team.

b. Staff shall make efforts to communicate
the additional need for customers to
conserve water.

C. As necessary, staff will evaluate
activating interagency connections.
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B.

1.

STAGE IT

Defined as: A longterm scheduled or
unscheduled shutdown, major system
disruption, or multiyear drought; dependent
on the severity and estimated duration of the
water shortage. Includes events leading to
Metropolitan or the Water Authority notifying
member agencies that water deliveries will be
reduced for a limited pericd of time.

The following measures can be implemented to
achieve up to a fifteen percent (15%)
reduction in treated water use:

a. Large irrigation customers will be asked
to reduce usage. Treated water
allocations for large landscape
customers may be reduced if goalsg are
not met in orxder to achieve Metropolitan
or the Water Authority reduction
targets.

b. The District will notify developers and
contractors that any excavation or other
earthwork being performed must maintain
a minimum 20-foot horizontal clearance
from any water lines in operation, water
mains or District easements.

c. Treated water deliveries to Mexico may
be reduced or suspended.

The following measures can be implemented to
achieve up to a twenty-five percent (25%)
reduction in treated water use:

a. Lawn watering or irrigation is
prohibited 'during daylight hours.

b. Use of a hand-held hose for spraying,
lawn watering, vehicle washing or
structure washing is prohibited w1thout
an automatic shut-off nozzle.

C. Customers will receive notice of the
need for additional indoor and outdoor
conservation including eliminating a
watering day or postponing all outdoor
water use such as car washing, delaying
the installation of new plantings or
reseeding turf areas until water flows
return to normal.
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Water conservation and use restrictions
will be enforced.

Use of potable water for commercial
street cleaning shall be prohibited.

District shall consider mandating water
budgets for large landscape accounts.

The following measures shall occur to achieve
up to a fifty percent (50%) reduction in
treated water use:

a.

Stage I conservation measures become
mandatory except as provided in this
section.

Staff shall coordinate with Metropolitan
or the Water Authority to issue press
notification to the media.

The filling or refilling of swimming
pools, artificial ponds, lakes and
ornamental fountains shall be
prohibited including those using
recycled water.

No non-residential fountains shall be
operated.

Customers shall be asked to reduce or
postpone landscape irrigation and delay
or prohibit installing new turf,
plantings or reseeding turf areas. The
district shall consider providing
incentives to remove or replace exiting
turf or plantings.

Commercial landscape accountsg shall

reduce or postpone landscape irrigation;
Reduction targets may be established to’
achieve regional conservation goals. :

Residential car washing will be
prohibited. Customers will be urged to
use commercial car washes that recycle
their water.

The District will notify developers and
contractors that any excavation or other
earthwork being performed must maintain
a minimum 20-foot horizontal clearance
from any water lines in operation, water
mains or district easements.
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C.

1.

i. Treated water deliveries to Mexico will
be reduced or suspended.

j. Reduce or suspend any augmentation of
the recycled water distribution system.

k. Activate additional district
interconnections as-needed.

1. District shall consider mandating water
budgets for all customers.

m. District will consider reassigning
personnel to enforce provisions of
Section 39.

n. All water use from temporary meters
shall be suspended.

STAGE TTT

Defined as: A major unscheduled shutdown or
disruption to the treated or untreated water
systems such as those caused by natural
disaster, major system failure, or acts of
war.

In addition to making every effort to
urgently communicate the need to conserve
water, the following measures shall apply
during a Stage III water emergency to achieve
up to a fifty percent (50%) reduction in
treated water use:

a. All water use from temporary meters
shall be suspended.

b. Activate district interconnections as-
needed. ;
c. Suspend augmentation of the recycled

water distribution system.

d. Staff shall coordinate with Metropolitah
or the Water Authority to issue press
notification to the media.

e. Activate, 1f necessary, the Emergency
Cperations Center (EOC).

£. All outdoor irrigation may be prohibited
including residential, commercial and
irrigation customers.
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g. All of the above mentioned measures
shall be strictly implemented and

enforced.

h. Suspend treated water deliveries to
Mexico.

i. District will consider reassigning

personnel to enforce provisions of
Section 39.

IMPLEMENTATION OF CONSERVATION STAGES

A.

The District shall monitor the projected
supply and demand for water by its customers
on a daily basis. The General Manager shall
determine the extent of the conservation
required through the implementation and/or
termination of conservation stages in order
for the District to prudently plan for and
supply water to its customers.

If the General Manager determines it is
necessary for the District to declare a stage
of water alert higher than that which the
Water Authority has declared, the General
Manager may order the appropriate stage of
water conservation be implemented or
terminated in accordance with the applicable
provisions of the District Code of
Ordinances.

Stage II and Stage III declarations and
notifications shall be published a minimum of
three consecutive times in a newspaper of
general circulation.

The stage desighated shall become effective
immediately upon announcement. ;

Stage I, IT and III declarations shall be
reported to the Board of Directors at its
next regular meeting. The Board shall :
thereupon ratify the declaration, rescind the
declaration, or direct the declaration of a
different stage.

SURCHARGES FOR NONCOMPLIANCE.

A.

The implementation and administration of the
conditions of this Section 39 impose
additional administrative and operational
costs in the District's operations. For such
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reasons, surcharges are hereby imposed for
customer violations of reguirements or
prohibitions set forth in Section 39. The
surcharges will be administered by the
Finance Department. In addition to the
surcharges, the District may limit or
discontinue service for repeated violations.

The surcharges imposed are as follows:

1. The first violation of Section 39 by a
customer shall result in a written
letter of warning to the customer.

2. The second violation of Section 39 by a
customer who has received a warning
within a 12-month moving year shall
result in a Notice of Violation. Other
preventive measures may also be taken by
the District.

3. The third violation of Section 39 by a
customer who has received a warning
within a 12-month moving year shall
result in a $100 surcharge to be added
to the customer's bill for services.
Other preventive measures may also be
taken by the District.

4. The fourth violation of Section 39 by
the same customer within a 12-month
moving year shall result in a $200
surcharge to the customer’s bill for
services. Other preventive measures may
also be taken by the District.

5. Any subsequent violation by the same
customer within a 12-month moving year
shall result in a $400 surcharge to the
customer’s bill for services. Other !
preventive measures may also be taken by
the District. :

The "12-month moving year" is defined as the.
most recent consecutive 12 months at the time
of a violation.

Any surcharge imposed shall be added tc the
customer's next billing for water service and
shall be due and payable in accordance with
requirements for payment of regular water
bills for service. Failure to pay shall
result in any appropriate actions as outlined
in Section 34.
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39.09 ACCUMULATED VIOLATIONS

At such time the General Manager declares or
determines that shortages are no longer in effect or that
conservation measures are no longer required, the number of
violations accumulated to a customer's account under this
Section 39 shall be reduced to zero. However, the customer
must still pay any surcharges imposed by the District which
have not been paid prior to the termination of the
conservation stage.

39.10 LIMITING OR DISCONTINUING SERVICE

Maximizing available water resources and
beneficial use is in the interest of the people of the
district. Therefore, the waste or unreasonable use, or
unreasonable method of use, of water is not in the public
interest and shall be prevented. For such reasons, limiting
or discontinuing service may hereby be imposed on customers
for violations or repeated violations of requirements or
prohibitions set forth in this Section 39.

A. At any time the district may temporarily
deactivate a potable or recycled water meter
if a customer is in violation of any
applicable provision of Section 39.

B. The second violation of water conserxvation
measures imposed under this Section 39,
within a 12-month moving year, may result in
the installation of a flow restrictor on a
meter, or the temporary deactivation of the
meter.

C. Subsequent violations may result in
discontinuance of service to the meter at any
time after the third violation.

D. Flow Restrictor Usage - 3
1. The first installation of a flow .
restrictor will be for a period of seven

days.
2. Each subsequent violation may result in

either complete discontinuance of
service or an additional seven day flow
restriction period per violation. For
example, the fourth violation may result
in a 21-day flow restriction period.
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3. For each installation of the flow
restrictor, the customer must pay a
charge of $125 for installing and
removing the flow restrictor.

39.11 PENALTY

‘ As provided in Water Code Section 377, any viocla-
tion of this Section 39 is a misdemeanor. Upon convictiocn
thereof such person shall be punished by imprisonment in the
county jail for not more than 30 days, or by fine not
exceeding one thousand dollars ($1,000), or by both. In
addition to any other remedies which the District may have
for the enforcement of this Section, service of water shall
be discontinued or appropriately limited to any customer who
willfully uses water or permits the use of water in
violation of any provision hereof.
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Review of Current Board Policy
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Direction for Euture
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Three stages of the Water Shortage
Response Program :

¢ Stage I: a “temporary general water supply
shortage due to increased demand or: limited
supplies ...”

¢ Stage II: *“‘along-term shutdown or
unscheduled shutdown, major: system
disruption, or multiyear drought; dependent on
the severity and estimated duration of:the
water shortage” Warer savings targets during
Stage llivange from 1% to 50%

¢ Stage II1: a “major unscheduled shutdown or
disruption to the treated or untreated water
systems such as those caused by natural
disaster, major system failure, or acts of war”’ K




Mandatory Prohibitions within Section 39

Prohibitions Stage When
Prohibition

Becomes
Mandatory

Allowing water to leave a customer’s property by drainage onto At all times
adjacent property due to excessive irrigation, poor design and/or
neglect

Not repairing leaks within 48 hours At all times

Washing down paved areas, except to alleviate immediate safety or At all times
sanitation hazards

Lawn watering or irrigation during daylight I (25%)
Use of hand-held hose without automatic shut-off nozzle I (25%)
Use of potable water for commercial street cleaning IT1 (25%)
Filling of swimming pools, ponds, or lakes IT (50%)
Operation of non-residential fountains IT (50%)
Residential car washing II (50%)

All outdoor irrigation 111




Consumption Reduction Methods:
up to a 25% Reduction:

Consumption Reduction Method Stage When Projected
Method Reduction

Takes Effect

Ask large irrigation customers to reduce usage. II

Require a 20-foot clearance for construction II
near water lines (will reduce losses due to
accidental line breaks) Up to 15%

Reduce or suspend deliveries to Mexico

Require Interim Agricultural Water Program
customers to reduce their usage by up to 30%

Notify customers of need for additional
conservation

Enforce water conservation and use restrictions
f Up to 25%

Mandating water budgets for large landscape
accounts (says will consider mandating in
Section 39), but mandated in Section 25




Consumption Reduction Methods:
Up to a 50% Reduction

Coordinate with Metropolitan and the Water II
Authority to issue press notification to the
media

Ask customers to reduce irrigation

Establish reduction targets for commercial
landscape accounts

Reduce or suspend augmentation of the
recycled water distribution system with
potable water

Consider mandating water budgets for all
customers

Consider reassigning personnel to enforce
water use regulations

Suspend all water use from temporary meters




Charges for Non-compliance:

¢ I Violation: Letter of warning

¢ 2"1 Viplation: Notice of Violation to customer
who received Letter within 12-month rolling
year

¢ 3"4WViplation: $100 surcharge within 12-month
rolling year

¢ 4 Viplation: $200surcharge within 12-month
rolling year

¢ Subsequent Violations: $400 surcharge within
12-month rolling year

¢ “Other preventative measures may also be taken by
the District” —beginning with 2"¢ violation




Limiting or Discontinuing Service:

¢ Limiting or discontinuing service may be
imposed on customers for violations or
repeated violations

¢ At any time, the District can temporarily
deactivate a potable or: recycled water
meter “if the customer is in violation of
any proyision within Section 39”

¢ A second or additional violation within a
rolling 12-month period may result in the
installation of a flow restrictor, the
temporary deactivation of the meter, orf @
the discontinuance of service
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SUBJECT:

Special Board MEETING DATE:  October 9, 2007

Josep . Beachemn, W.0./G.F. NO: DIV. NO.

bhief Financial Officer

German %gzég;?, Assistant General Manager

Evaluation of the Financial Impact of the Potential Water
Cutbacks and the Building Slowdown

All

GENERAL MANAGER’'S RECOMMENDATION :

That the Board receives an evaluation of the financial impact of
the potential water cutbacks and the building slowdown.

COMMITTEE ACTION:

n/a

PURPOSE:
To communicate to the Board the financial impact of the
potential water cutbacks and the building slowdown.

POTENTIAL WATER CUTBACKS

Dampened Impact

Staff has evaluated the impact of a potential water sales
cutback and found that due to the District’s diverse revenue
sources the impact is significantly moderated. 1In a three yeatk
progressively deepening drought, the District would be able to’
maintain a balanced budget with only a modest increase in rates.

The District has strategically positioned itself with a
diversified revenue base that moderates the affect any one area
can have on the overall financial health of the District. This
proactive move by the District dampens the impact of this
potential water sales cutback. Reclaimed water revenues, sewer
charges, tax revenues, and fixed system charges would not be
affected by a potable water sales cutback adding stability to
the District’s financial position.

Potential Scenario

Staff reviewed a scenario with a 10% reduction of water sales
for the last six months of this fiscal year, followed by a 20%
reduction in fiscal year 2008-2009, and a 30% reduction in




fiscal year 2009-2010. This amount of a water sales cutback
results in a loss of approximately $18.0M in revenues. With the
reduced water sales also comes reduced water purchases, chemical
costs, and water pumping expenses. The total expense reduction
associated with this cut in water sales is $15.8M. This results
in a net loss of $2.2M.

The rate increases necessary to cover this $2.2M revenue
shortfall would be 1.2% and 1.4% in fiscal years 2009 and 2010,
respectively. This would increase the projected rate increases
from 5.4% and 5.1% to 6.6% and 6.5% in fiscal years 2009 and
2010, respectively.

Assuming that the solution to this issue would be addressed
solely by raising rates, the following table shows the currently
projected rate increases, the rate increases under this drought
scenario, and the difference. 1In this scenario, it is also
assumed that the drought condition would no longer be in place
after fiscal year 2010 and that this added charge could be
reversed.

Year Current Model 10/20/30 Difference

2008 5.4 5.4 0.0

2009 5.4 6.6 1.2 Charge added
2010 5.1 6.5 1.4 Charge added
2011 5.1 2.7 -2.4 Charge removed
2012 5.1 5.1 0.0

2013 5.1 5.1 0.0

Policies at Work

The District’s Reserve Policy outlines the target levels for the
various reserves and debt coverage ratios. The Rate Model is
the tool that puts this policy into action, identifying the
optimal rate structure that will also meet the various target
levels. The 10/20/30 rate scenario is not as “smooth” as the
rate ramp in the current model. This is because of the upfront
hit to revenues which would draw the debt coverage ratio down
below the levels identified and committed to in bond documents.
In order to maintain this ratio at above minimum target levels,
the rate increases cannot be spread throughout the six-year Rate
Model but must be incurred up front when the sales reduction
occurs. The value of the Reserve Policy and the Rate Model is
that the District is able to chart its course well in advance
and maintain financial health.




BUILDING SLOWDOWN

Policies and Planning

The District has been keenly aware that growth within the
District would not last forever. The District has been
strategically planning for this inevitability. While there is
still a significant amount of growth potential, this building
slowdown highlights the importance of our planning for the
future. Having sound strategic planning will help the District
manage this economic change.

With a quality financial plan in place the District is well
positioned to respond to this slowdown. The District not only
has a quality Reserve Policy and budgeting process but it also
has a robust Rate Model available to perform various “what if”
scenarios. Like the challenge presented by the water sales
cutback, the District, with its policies and Rate Model, is able
to identify the magnitude of the challenge and in so doing
identify the potential responses that will compensate for this
change. A detailed awareness of the challenge and the impact is
a tremendous advantage to the District. This is not to say that
the somewhat unexpected timing of this slump does not pose any
financial challenges.

Financial Challenges
The slowdown of building in the District will have multiple

effects. The Operating Budget and the Capital Budget are both
impacted.

The impact on the Capital Budget is a little more straight
forward. Expansion projects provide facilities used for new
homes and businesses. To ensure equity, the District’s Reserve
Policy defines that the financial. burden of building these
expansion projects must be paid by developers through capacity:
fees. Capacity fees are periodically reset to ensure that these
costs and fees stay in sync. In addition, the capacity fees’ are
automatically adjusted for inflation on a quarterly basis.

The District’s Capital Improvement Plan includes nearly 70
expansion projects. The logical response to a slowdown in
growth is a slowdown in the construction of expansion
facilities. Engineering and Finance have already met to review
the information that is needed to run the financial scenarios
under the new slower growth scenario. Engineering is tasked
with identifying the new projected level of meter sales and the
deferral of expansion projects. Neither of these pieces of
information is simple to forecast.




While all projects can be placed on hold, the ramifications of
doing so vary substantially. Some projects may already be under
construction and other projects may have multiple purposes.
Approximately half of the expansion projects are not solely for
expansion. The District constructs projects with mixed uses and
therefore mixed funding. So to the extent that an expansion
project«is also needed to improve reliability or to replace
another facility, the decision to defer the project is not as
straight forward as it might appear. Engineering staff is
currently working on providing the new projections for facility
deferrals as well as meter sales.

The Operating Budget is also significantly impacted. As
indicated below in the “Rough Projection” section, the Operating
Budget would have a reduction of $0.7M. Annexation fees are a
funding source for the general fund as they are a reimbursement
to existing customers for the cost of building oversized systems
(i.e. excess capacity). This reduction, like the water sales
cutback situation, would need to be managed by eliminating
operating budget expenditures or by raising the other revenues.

All other expansion revenues flowing into the Operating Budget
are only recorded to the extent that they fund corresponding
expansion related expenses, such as the purchase of meters or
expansion planning and services. Due to the matching nature of
these revenues and expenses, and to the extent that they
actually match, it is reasonable to believe that it will not
have a significant impact on the budget. It is the challenge of
management to ensure that the expenses are reduced as the
expansion activities are reduced.

Rough Projection

If the most recent three months of activity is an accurate :
predictor of meter sales for the foreseeable future, then gréwﬁh
will be occurring at approximately 50% of our current estimates.
This would result in an operating budget shortfall in annexation
fees of approximately $0.7M growing to $1.0M per year over the
six-year term of the Rate Model. This could be offset by less
than a 1% increase in general customer rates in order to
maintain a balanced budget. Just like the discussion of water
sales cutbacks, the rate increase is only for discussion
purposes to indicate to the Board an estimate of the maximum
exposure to this issue. It 1s expected that management would
find solutions other than rate increases that would offset this
maximum exposure.




On the Capital Budget side, if only 50% of the capacity fees
were collected this would result in approximately $33M more in
debt financing. While this would have an impact on rates of
approximately 1.2% per year for five years, a reduction of CIP
expenditure to a 75% level would completely offset the need for
additional debt. This level of adjustment to the CIP would
present a challenge but does not seem out of reach.

Expansion has other funding sources such as grants, general fund
transfers, and interest, which are not affected by the growth
slowdown. This is the reason why a 50% reduction in capacity
fees would not require an equal reduction in the CIP. Again,
the diversity of the funding sources, like in the water sales
cutback scenario, buffers the District from these financial
challenges.

Staff is currently working to develop more accurate projections
and will use those projections in the District’s Rate Model to

validate the rough estimates presented here. As more accurate

information is developed staff will provide this information to
the Board.

FISCAL IMPACT: ﬁ

n/a

STRATEGIC GOAL:
The District ensures its continued financial health through
long-term financial planning and debt planning.

LEGAL IMPACT:
n/a

Geéneral Manager
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1121 L Street, Suite 800 HATCH & PARENT
Sacramento, CA 95814 A Law Corporation

Telephone: (916) 441-1232
Fax: (916)441-3243

MEMORANDUM

TO: Mark Watton, General Manager

Otay Water District
FROM: Hatch & Parent — Chris Frahm, Paul Bauer and Ken Khachigian
DATE: October 3, 2007

SUBJECT: State Legislative Report — End of Session/Extraordinary Water Session Pending

e e R ——

SUMMARY

Hatch & Parent works with District staff on specific bills as assigned to coordinate legislative
activities on a day-to-day basis so that the District’s positions on issues of importance are
represented in Sacramento. The primary focus of the Legislative Session has been on the water
bond negotiations and related issues including Integrated Regional Water Management Planning
(IRWMP). We have also lobbied specific legislation at the District’s request, including AB 554
by Assembly Member Ed Hernandez (D- Baldwin Park) and AB 1435 by Assembly Member
Mary Salas (D — Chula Vista); these bills are discussed in further detail below.

A summary of the core issues and bills tracked by Hatch & Parent include the following. The
footer below explains how you may access all bills which are being tracked and may be of
interest to you:

» 2008 water bonds — there have been a number of bills introduced throughout the course
of the Legislative Session including SB 59 (Cogdill), SB 378 (Steinberg) (mock-up), SB
1052 (Perata, Machado, Steinberg) (introduced at the close of the Legislative Session),
and currently, SBX2 1 (Perata), SBX2 2 (Perata), SBX2 3 (Cogdill) and SBX2 4
(Cogdill) (introduced at the beginning of the Second Extraordinary Session, see below)

» Proposition 84 and 1E bond implementation — SB 1002 (Perata), SB 732 (Steinberg) and
AB 1489 (Huffman)

> Integrated Regional Water Management Planning — AB 1489 (Huffman)

Hatch & Parent’s web-based tracking system allows you to review selected, pending legislation in order to
identify bills that are of interest to the District. To access this web site go to www.hatchparent.com and click on
Legislative Login; then, enter user name: water and password: aqua. We encourage you to use the web site

to see what bills are pending and stay up to date on the status of all bills.

Los Angeles . Sacramento . San Diego . Santa Barbara . South Lake Tahoe
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Conservation — AB 1420 (Laird) and AB 1435 (Salas)

Recycled water — tracking, see water bond measures

Desalination — tracking, see water bond measures

Water quality and contamination — included in SB 1002 and water bond negotiations
Rgtirement Benefit Administration — AB 554 (Hernandez)

TIMELINE AND PROCESS

It was an extremely active year in the Capitol with numerous water bills introduced on a wide
range of subjects including water bonds, conservation, recycled water, groundwater and
Integrated Regional Water Management Planning (IRWMP).

YVVVYVY

The state budget was finally passed by the Legislature on August 21 and signed by the Governor
on August 24, thus ending one of the state’s longest budget stalemates in 30 years. While said to
address a myriad of concerns expressed by holdout Senate Republicans and eliminate the state’s
chronic operating deficit for one year, the $145 billion spending plan is forecasted to leave the
state with at least a $5 billion deficit as soon as next year.

With the budget signed, the Governor and Legislature returned to negotiations on the primary
policy issues under discussion in the Capitol, namely, health care reform and water supply
reliability. With the end of Session looming and no agreements having been reached, on
September 11 the Governor called for two Extraordinary (Special) Sessions of the Legislature to
deal with each of these issues (water is the subject of the Second Extraordinary Session).

Senate President pro Tempore Don Perata has taken the lead this year on water supply issues and
will continue his leadership role during the 2007-08 Second Extraordinary Session. Senator
Perata had previously introduced SB 1002, a measure authorizing funds from Propositions 1E
and 84 for Bay Delta and IRWMP projects. SB 1002 was passed by the Legislature and awaits
action by the Governor. SB X2 1 and SBX2 2, copies of which are attached to this Report, have
now been introduced by Senator Perata for consideration during the Second Extraordinary
Session. The Administration, working with Senator Cogdill and Assembly Republican Floor
Leader Mike Villines, has introduced SB X2 3 and 4.

The Administration and Legislature have announced that they would like to reach agreement in
time for a water bond for the February 5, 2008, ballot. Secretary of State Debra Bowen recently
announced that the deadline is October 16, however, this date may be pushed back further as
negotiations unfold. As of this date, there are few signs that a bond measure will come together
in time for the February ballot. A November bond measure is both more likely to be negotiated,
and, in the eyes of many, more likely to pass. '

Speaker Nufiez announced the formation of a Special Committee on Water including the
following Democrats: Assembly Members John Laird (D-Santa Cruz), Lois Wolk (D-Davis)
(Chair), Juan Arambula (D-Fresno), Mary Salas (D-Chula Vista), Jared Huffman (D-San Rafael),

Hatch & Parent’s web-based tracking system allows you to review selected, pending legislation in order to
identify bills that are of interest to the District. To access this web site go to www.hatchparent.com and click on
Legislative Login; then, enter user name: water and password: aqua. We encourage you to use the web site

to see what bills are pending and stay up to date on the status of all bills.
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Paul Krekorian (D-Burbank), Mike Feuer (D-Los Angeles) and Mike Eng (D-Monterey Park).
The members representing the Assembly Republicans include Bill Maze (R-Visalia)(Vice
Chair), Bob Huff (R-Diamond Bar), Rick Keene (R-Chico) and Doug La Malfa (R-Biggs).

The discussions over the water bond have been intensified as a result of the court decision in
Natural Resources Defense Counsel v. Kempthorne, Case No. 05-CV-1207 (U.S. Dist. Ct., E.D.
Cal.), in which the Court invalidated the biological opinion that has guided operations of the
State Water Project and Central Valley Project (“the Decision”). California is preparing for cuts
in the availability of imported water supplies as a result of the Decision. Based on initial
estimates, the Metropolitan Water District (“MWD”) — the primary water importer for Southern
California — stands to lose as much as 30 percent of its supplies from Northern California next
year, and, potentially, for many years to come, as the full impacts of the Decision are better
understood and the situation continues to evolve. In addition to these unprecedented regulatory
impacts on imported water availability, MWD is also bracing for the extraordinary rate increases
that will be inevitable in order to respond to this situation. These dynamics are creating an
environment in which water suppliers will increasingly look to the availability of alternative
water supplies such as seawater desalination. '

The Governor has until October 14 to sign or veto bills passed by the Legislature. Statutes take
effect January 1, 2008.

PENDING LEGISLATION

The following bills and Administrative proceedings have been identified as of interest to the
District. See the footer below to access the web-based bill tracking system for an up-to-date
summary of all water bills:

> SB 59 (Cogdill)/ACWA Time is Now Campaign — Location: Senate Natural
Resources and Water Committee. SB 59 did not pass out of the Senate Natural
Resources and Water Committee (Senate NR&W). The general terms of the water bond
as reflected in SB 59 have been and remain supported by Republican Leadership in the
Senate and Assembly and by the Governor; in fact, the amount of funding for surface
storage reservoirs has increased in the Administration’s recent water bond proposal.. -,
There is a continuing question whether the Democratic Leadership will support any borid
measure that contains surface storage. While some environmental groups are willing to
discuss conveyance alternatives, including an isolated facility of some undetermined size,
they remain steadfastly opposed to any bond measure that includes the surface storage
reservoirs. As your board is aware, ACWA has undertaken a campaign to suppott the
measure (Time is Now). ACWA has also launched a statewide public education
campaign to raise awareness among Californians of the critical challenges facing the
state’s water supply and delivery system. We would expect that some parties will watch
ACWA'’s activities in this regard closely to ensure that public agencies do not cross the
line between education and advocacy of particular ballot measures.

Hatch & Parent’s web-based tracking system allows you to review selected, pending legislation in order to
identify bills that are of interest to the District. To access this web site go to www.hatchparent.com and click on
Legislative Login; then, enter user name: water and password: aqua. We encourage you to use the web site

to see what bills are pending and stay up to date on the status of all bills.




Otay Water District Legislative Report
October 3, 2007

Page 4

>

SB 732 (Steinberg) — Location: Assembly Floor. Senator Steinberg is the Chair of the
Senate NR&W Committee. This Senate bill implements portions of the Safe Drinking
Water, Water Quality and Supply, Flood Control, River and Coastal Protection Bond Act
(Prop 84). The bill requires departments that are to implement the initiative to develop
and adopt guidelines and regulations; provides for funds for nature education and
research facilities and for parks, reports regarding grant recipients and the funding of
integrated regional water management plan projects or programs. A copy of the bill is
available on line. The issues addressed in SB 732 may become part of the discussion in
the Second Special Session.

SB 1002 (Perata) — Location: Governor’s Desk. This bill was amended on September
6, 2007. This bill is the Senate Democrats’ Proposition 84 implementation bill relating to
water. Senator Perata is the President pro Tem of the Senate. During most of the year,
his view has been that rather than work on a new water bond this year, the Legislature
should focus on implementing Prop 84. However, following the July 10 Assembly
WP&W Committee meeting, Senator Perata expressed a willingness to work with the
Administration on a 2008 water bond measure. The Department of Water Resources
(DWR) is on record as opposed to SB 1002, primarily on the basis that a comprehensive
package must be advanced rather than allowing one piece to move ahead of the others.
For this reason, Governor Schwarzenegger is expected to veto SB 1002 although the
issues will remain as part of the ongoing water bond discussions. Parties supporting SB
1002 include MWD, City of Los Angeles, Los Angeles Department of Water and Power,
Nature Conservancy and NRDC.

AB 224 (Wolk) — Location: Senate Appropriations Committee. Assembly Member
Wolk is the Chairwoman of Assembly WP&W. AB 224 incorporates the effects of
climate change into current water planning processes and requires a Report on
greenhouse gas effects of various water supply options. A copy of the bill is available on
line. The issue of climate change is also addressed in SB 1002, is part of the water bond
discussions and may be expected to be part of any water bond package emerging from the
Second Special Session or otherwise. ‘

AB 1420 (Laird) — Location: Governor’s Desk. We worked with the Metropolitan
Water District of Southern California (MWD) and the bill author in obtaining :
amendments to AB 1420 by Assembly Member John Laird (D- Santa Cruz). The bill as
passed out of the Assembly gave tremendous authority to a non-governmental entity, the
California Urban Water Conservation Council (CUWCC), and its Best Management
Practices (BMP’s), in the allocation of state funds for water conservation. These issues
were corrected through amendments taken by Assembly Member Laird. AB 1420 was
co-sponsored by MWD and NRDC.

Hatch & Parent’s web-based tracking system allows you to review selected, pending legislation in order to
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AB 1435 (Salas) — Location: Natural Resource and Water Committee. This bill
requires each local water purveyor that supplies water to retail customers to institute a
conservation rate structure based on the amount of water used for other than agricultural
purposes for each customer with a water meter. Due to opposition including that of the
District, Assembly Member Salas elected to make AB 1435 a 2-year bill. Hatch & Parent
has met with Assembly Member Salas and she has expressed that she would like to work
with water agencies to develop a conservation bill that would enjoy broad acceptance.

As noted above, Assembly Member Salas has also been appointed to the Assembly’s
working group on water bond negotiations.

AB 1489 (Huffman) — Location: Senate Appropriations Committee. This bill as
substantially amended July 5, 2007 relates to the Integrated Regional Water Management
Planning Act. Hatch & Parent worked with legislative staff and stakeholder groups in
Sacramento to participate in crafting amendments to the bill which have been provided
to Assembly Member Huffman, to address concerns expressed by the local water
districts. The amendments we worked on addressed 1) definition of “region” to include a
hydrologic unit and/or watershed; 2) definition of “integrated” to expressly include
multiple disciplines through collaboration; and 3) inclusion of desalination, recycling and
water reuse projects. The bill remains a work in progress and we will continue to work
with the author’s office on these proposed amendments. Issues regarding IRWMP
implementation remain pending at DWR and are likely to surface as part of the ongoing
water bond discussions. The District may wish to consider taking a position on this issue
since it may have significant impacts on available sources of funding for future water
projects.

Prop 84 (DWR) — Guidelines Pending. The DWR process for issuing guidelines for
Prop 84 implementation remains pending. Public Work Shops on Propositions 84 and 1E
and the IRWM Program Concepts and Grant Guidelines were held on September 21, 25
and 26; copies of the meeting materials are attached. The meetings are intended to allow
early and continuing input into the IRWM Grant Program Guidelines and Standards
under Proposition 84; accordingly, the District may wish to provide comments on the
proposed guidelines. As noted above, it is also possible that ongoing water bond
discussions may also address IRWM standards and programs.

Prop 50 (DWR/SWRCB) Implementation Grant Program, Round 2 — Pendlng For

the updated schedule go to:
http://www.grantsloans.water.ca.gov/docs/prop50/round2/stepl/Round_2 Updated_Schedule.pdf

To review the applications accepted for review go to:
http://www.grantsloans.water.ca.gov/docs/prop50/round2/step1/Round2_Eligible Applicants.pdf

AB 554 (Hernandez) — Retirement Benefits. Location: Governor’s Desk. At your
direction we actively lobbied this legislation relating to public employee retirement,
specifically, which would allow more public employers to choose the Pre-funding Plan as

Hatch & Parent’s web-based tracking system allows you to review selected, pending legislation in order to
identify bills that are of interest to the District. To access this web site go to www.hatchparent.com and click on
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their investment vehicle to offset the effects of new accounting standards issued by the
GASB. We have worked with Assembly Member Hernandez’ office and the Assembly
Public Employee Retirement and Social Security Committee Consultant to make them
aware of the District’s support and to assist passage of the legislation. We have
forwarded a letter to the Governor’s Office on behalf of the District urging him to sign
AB 554 into law.

RECOMMENDATIONS

We will continue to work with staff to provide information and advocate in favor of District
positions on 2008 water bonds, integrated regional water management planning and other issues
as directed by the District. We welcome your questions and look forward to meeting with the
Board at its upcoming meeting.

A A 4
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STATE CAPITOL
P.0O. Box 942849
SACRAMENTO, CA 942498-0115

Assembly
@aliforvis Legislature

2007-08 Second Extraordinary Session

SPECIAL COMMITTEE ON WATER

LOIS WOLK
CHAIR

California's Water System
and the
Sacramento-San Joaquin Delta

1:30 p.m.
Thursday, October 4, 2007
State Capitol, Room 4202

AGENDA

I. OPENING/INTRODUCTIONS

II. GENERAL OVERVIEW

A. Phil Isenberg, Chair, Delta Vision Blue Ribbon Task Force

MEMBERS
BiLL MAZE, VICE CHAIR
JUAN ARAMBULA
MIKE ENG
MIKE FEUER
Bos HUFF
JARED HUFFMAN
RICK KEENE
PAUL KREKORIAN
Dous LA MALFA
JOHN LAIRD
MARY SALAS

B. Jay Lund, Environmental Professor, University of California, Davis
C. David Nawi, Environmental Mediation Firm

III. FINANCING WATER INFRASTRUCTURE
A. Mark Newton, Legislative Analyst's Office
B. Ellen Hanak, Public Policy Institute of California

IV. PuBLIC COMMENT

* Public comment may be subject to time limits *
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Prior Resources/Water Bonds

Funding History

October 4, 2007

M

By Programmatic Area

Pre-2006 Water/Resources Bond Fund Conditions?

b Reflects most recent data avallable.

racycling.

(In Miflions)

A : ~ = Total ol TRl e

" - Authorization _ 2007-08 - ‘Balances

In Bonds Budget® " (July 1, 2008)
Water quality $1,940 $175 $76
Water management® 1,888 238 110
CALFED/Delta 1,686 105 155
Parks and recreation 1,412 6 7
State parks (227) -1) 3)
Local parks (955) (5) (3}
Historic and cultural resources (230) (2 &)
Land acquisition and restoration 2,030 7 21
Air quality 50 — —_
Totals $9,005 $531 $370

@ |ncludes Propositions 204, 13, 40, and 50. Does not include Proposition 12 (the parks bond).

€ water management mainly includes flood control, water supply, water conservation, and water

LEGISLATIVE ANALYST'S OFFICE
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L AO )2, Prior Resources/Water Bonds
sner—m Funding History (Continued)

2006 Water/Resources Bond Fund Conditions?2
By Programmatic Area
{in Millions)
L T T ’ : .TOtal.i . . B R ¥
‘Authorization -2007-08 . Balances - -
inBonds ~ Budget® (July 1, 2008)
Water quatity $1,705 $153 $1,403
Water management® 4,955 775 4,150
Parks and recreation 900 50 819
State parks (400) (49) (338)
Local parks (400) —_ (386}
Historic and cultural resources (100} (1) (95)
Conservation, restoration, and 1,918 479 1,313
land acquisition
Totals $9,478 $1,456 $7.775
& ncludes Propositions 1E and 84. Doss not include the air quality-refated provisions of Proposition 1B
or the parks-related provisions of Proposition 1C.
b Reflacts final enacted budget for 2007-08.
¢ water management mainly includes fiood control, water supply, water conservation, and water
recyeling.

LEGISLATIVE ANALYST’'S OFFICE 2
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AQ%“_I State Infrastructure Debt Servicing

{4

IZ[ What Does Our State’s Infrastructure Debt Cost Us
Each Year?

m Total debt service in 2007-08: $4.8 billion

® Projected fo rise to $7.5 billion in 2011-12, based on
current bond authorizations.

m Currently the fourth largest spending item in the
state budget.

LEGISLATIVE ANALYST’S OFFICE 3
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Senate Bill 2xx (Perata)2
Uses of Bond Funds

{In Millions)
Delta Sustainability $2,400
» Projects to protect and enhance sustainability of Delta ecosystern. 1,400

» Protection and improvements to Delta-related levees, drinking water 1,000
quality, transportation and other vital infrastructure, and fish and
wildlife habitat; other projects that support legislatively approved
Delta sustainability options.

Regional Water Supply Reliability $2,000
» Competitive grants for a wide variety of water supply reliability 2,000
projects, with funding altacated among 12 hydrologic regions and
subregions.
Resource Stewardship $1,000

« Resource stewardship, ecosystem restoration, urban watershed, and 1,000
stormwaier management projects.
Groundwater Protection $400
s Projects preventing or reducing contamination of groundwater 400
drinking water supplies.

" Total

2 Ag introduced, September 19, 2007,

LEGISLATIVE ANALYST’S OFFICE 4
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Proposed Special Session Water Bonds—
Summary of Major Provisions (Continued)

T N T e I W S SR AP

Senate Bill 3xx (Cogdill)
Uses of Bond Funds

(in Millions)
Water Storage Development $5,600
« State’s share of costs for design, acquisition, and construction of 5,100
three surface storage projects being studied under CALFED
program, :
« Local surface storage and groundwater projects, with a regional 500
allocation of funds.
Delta Sustainability $1,900
« Projects to protect and enhance sustainability of Deita ecosystem. 1,400
« Protection and improverents to Delta-related levees, drinking water 500

quality, transportation and other vital infrastructure, and fish and
wildlife habitat; other projects that support Delta sustainability.
Reglonal Water Supply Reliability $1,000
+ Competitive grants for a wide variety of projects to improve water 1,000
supply and water supply reliability, protect and imprave water quality,
and protect the environment, with funding allocated among
12 hydrologic regions and subregions.

Resource Stewardship $585

«» Resource stewardship, ecosystem restoration, urban watershed, and 500
stormwater management projects.

» Invasive species control to protect Delta ecosystem and state’s water 85

supply.

& As introduced, September 19, 2007.

LEGISLATIVE ANALYST’'S OFFICE 5
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Impact of Proposed Water Bonds on
Debt-Service Ratios

$5.8 Billion
Wat(?r Bond

$9.085 Billion
/ Water Bond

90-61

95-96 00-01 05-08 10-11 15-16 20-21

The debt-service ratio (DSR) is the ratio of annual debt-ser-
vice costs to annual revenues. It is somstimes used as a
measure of debt burden.

There is no single “right” DSR for states. Rather, the right
DSR depends on policy decisions about the share of state
revenues to spend on infrastructure.

When future sales of already-authorized but as-yet-unsold
bonds are considered, the DSR is projected to peak at

5.9 percent in 2011-12, The DSR would peak at a slightly
higher level in 2011-12—but still remain under 6 percent—
with the addition of either a $5.8 billion or $9.085 water bond,
due to the time fags in selling the bonds.

LEGISLATIVE ANALYST’S OFFICE 6




65 YEARS

i

LAOy

SERVICE

October 4, 2007

Funding Infrastructure—
Choice of Financing Mechanism

IZ[ Choice of Financing Mechanism—
Two Key Issues Are:

m The basic financial approach to use.

m The source of funds to ultimately pay for the acqui-
sition or use of facilities, regardiess of the financial
approach used.

|ZI Financial Approaches. Generally speaking, three
main options are available for financing the acquisition
and/or use of capital infrastructure. These include:

m Pay-As-You-Go. This is when infrastructure projects
are paid for directly from current revenues.

® Renting and Leasing. This can sometimes be fea-
sible in cases where privately owned infrastructure
(such as buildings) is available for public use.

m Bond Financing. This is the most common form of
infrastructure financing, and typically involves bor-
rowing money to be paid off over several decades to
build or acquire long-lived capital facilities that gen-
erate services over many years.

LEGISLATIVE ANALYST’S OFFICE 7
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LAOi Funding Infrastructure—
>~=m_ Choice of Financing Mechanism (Continued)

: SERVICE

L7_I Sources of Funding. Regarding sources of funding to
ultimately pay for infrastructure, these can include both
general and selective taxes, user fees, the sales of
other physical assets or income streams, and a variety
of other alternatives.

@ One approach of allocating a project’s costs among
funding sources is the “beneficiary pays” funding
principle. For example, in cases where an identified
population or group—as opposed to the population
as a whole—benefits from the infrastructure expen-
diture, it may be appropriate to finance the expen-
diture, in whole or in part, from fees levied on that

group.

LEGISLATIVE ANALYST’'S OFFICE




LAOy

V SERVICE

<

Qctober 4, 2007

Funding Infrastructure—
Choice of Financing Mechanism (Continued)

IZ[ What Types of Bonds Does the State Sell? The state
has traditionally sold two major types of bonds. These
are:

m General Fund-Supported Bonds. These are paid
off from the state’s General Fund, which is largely
supported by tax revenues. These bonds take two
forms. The majority are general obligation (GO)
bonds. These must be approved by the voters and
their repayment is guaranteed by the state’s general
taxing power. The second type is lease-revenue
bonds, which are authorized by the Legislature.
These are paid off from lease payments (primarily
financed from the General Fund) by state agencies
using the facilities they finance. These bonds do not
require voter approval and are not guaranteed. As
a result, they have somewhat higher interest costs
than GO bonds.

m Traditional Revenue Bonds. These also finance
capital projects but are not supported by the General
Fund. Rather, they are paid off from a designated
revenue stream—usually generated by the projects
they finance—such as bridge tolls. These bonds
also do not require voter approval. '

LEGISLATIVE ANALYST'S OFFICE 9
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A()%~ Financing Water Projects: A History

SERVICE

M The State Water Project (SWP)

8 From 1952 to 2007, funding to build the SWP totaled about
$6.4 billion mainly from revenue bonds and some GO bonds.

® When the bonds are paid off, it is estimated that contractors
who receive the water from the SWP will have paid for about
96 percent of the cost of building the project. The remainder
is paid by the state, to cover fish and wildlife and recreation
enhancements associated with SWP, and the federal govern-
ment, primarily for flood conirol benefits.

® About $530 million is funded by the California Water Fund—
funded mainly from project revenues and tideland oil rev-

enues.

Building the State Water Project—
Sources of Funds, 1852-2007

(in Billions}
$71

Other
California Water Fund

General Obligation Bonds ,

Revenue Bonds

LEGISLATIVE ANALYST'S OFFICE 10
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IZI CALFED Surface Storage Studies Funding

Summary of CALFED Expenditures
On Surface Storage Studies

August 2000 Through 2006-07

(In Millions)
DR o ,'_Estih\ate_d Equﬁd_i,tures»
© State  Federal -
Common Assumptions? $5.4 $5.8
Shasta Lake Enlargement? 0.4 145
North-of-Delta Offstream Storage 308 5.8
{Sites Reservoir)

In-Defta Storage Investigations? 9.3 07
Los Vagueros Reservoir 135 13.2
Upper San Joaquin River 32 15.7

Storage Investigations
(Temperance Flat)

Totals $62.6 $55.4
2 Refersto development of a comman analytical framework to guids state and
federal agencies in preparing feasibility studies.

b There has been no state funding for Shasta Lake Enlargement and In-Delta
Storage Investigations since 2004-05,

m In the 7999-00 and 2000-01 Budget Acts, the Leg-
islature stated its intent that the beneficiary pays
funding principle govern the financing of CALFED
surface storage projects. Specifically, the budget
control language provides that if any storage con-
struction should proceed, beneficiaries of the project
are required to reimburse all prior planning expendi-
tures from the General Fund.

LEGISLATIVE ANALYST'S OFFICE IR
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Financing Water Projects: A History (Continued)

[ZI Local Water Projects
® To finance water projects, local agencies gener-

ally use revenue bonds; local GO bonds backed by
property taxes have occasionally been used. For
example, the Diamond Valley Reservoir—a $2 bil-
lion, 800,000 acre-foot reservoir developed by the
Metropolitan Water District of Southern California
(MWD)—was funded approximately 80 percent from
revenue bonds and 20 percent in cash from MWD’s
current revenues (water deliveries, investment in-
come).

Data are not readily available regarding the level of
state financial assistance and total local water proj-
ect costs over time.

With an exception for certain local flood control proj-
ects, there are not statutory requirements specifying
the state-local cost shares for local water projects
receiving state financial assistance. Typically, bond
measures have been silent on this issue. We rec-
ommend that the Legislature provide explicit policy
direction in statute regarding cost-sharing require-;
ments. h

LEGISLATIVE ANALYST’'S OFFICE 12
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AO;}‘&L Financing Water Projects: A History (Continued)

'SERVICE

|Z[ Federal Financing of Water Projects

m The federal treasury finances water supply projects
developed by the Bureau of Reclamation, based
on feasibility studies showing net economic ben-
efits and repayment ability. Direct project beneficia-
ries—mainly irrigation and municipal or industrial
users—reimburse the federal treasury under water
supply contracts, with the amount of the reimburse-
ment varying depending on the type of water user.
The federal treasury pays, and is not reimbursed for,
project costs with a broad public benefit, including
some of the environmental restoration activities un-
der the Central Valley Project Improvement Act and
a portion of dam safety projects.

LEGISLATIVE ANALYST’'S OFFICE 13




[] Not included in CALVIN model
Sacramento Valley and Bay Delta
San Joaquin and South Bay

2] Tulare Basin .
Southern California

Surface reservoirs

Groundwater centroids

Pumping plants

Power plants

Agricultural demands
@ Urban demands

—— Rivers

Major aqueducts

UC Davis’ CALVIN model view
of California’s water system ~




Land Subsidence in the Delta
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Estimated 1995-2005 Average Consumptive Use

(thousand acre-feet/year)

Demand Area Agriculture Urban Environment* Total
Unimpaired Delta outflow
Net Delta Outflow - - 22,553
Total Diversions 14,090 3,235 415
Upstream diversions 9,540 1,712 138
Delta diversions 4,550 1,523 277
In-Delta 769 0 0 769
Upstream diversions 0 0 0 0
Delta diversions 769 - - 769
North of Delta 6,000 562 138 6,700
Upstream diversions 6,000 520 138 6,658
Delta diversions 0 42 0 42
South of Delta 7,321 1,960 277 9,558
Upstream diversions 3,540 600 - 4,140
Delta diversions 3,781 1,360 277 5,418
West of Delta 0 713 0 713
Upstream diversions =~ =~ 0 592 0 592
Delta diversions 0 121 0 121




Major Water Problems of California

1) Klamath River system — Salmon, hydropower, water diversions t :
Central Valley

2) Sacramento Valley — flood management, conjunctive use
3) Mountain communities — local urban water supplies

4) The Delta — ecosystem, water exports, local water supply and land use
— Main Hub

5) Bay Area — water supply, drinking water treatment

6) San Joaquin River — water supplies, salt, floods

7) Tulare Basin — watér supply, salt, groundwater overdraft — 2" Hub
8) Southern California — water supply, drinking water treatment

9) Salton Sea — Pacific flyway, urbanization, salt

10) Colorado River —salt, ecosystems, Pacific flyway, Mexico treaties

11) Salinas Valley — sea water intrusion — only weakly connected




Some Lessons
1) Highly conneCted and physically flexible system.

2) We all benefit and depend on a common water system.
3) There are many ways to provide water supply.

4) Storage capacities: about 40 million acre-ft surface water
‘about 150 — 400 million acre-ft groundwater

5) Of traditional infrastructure, conveyance is typically much more
useful if water operations are smart.

6) Integrated portfolio solutions of traditional and new options
tend to be more cost-effective and robust.

7) Need integrated technical and scientific work to support
integrated water management for the future.
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Subject: [Water_news] 1. DWR'S CALIFORNIA WATER NEWS - Top ltems for 10/5/07

Department of Water Resources

California Water News

A daily compilation for DWR personnel of significant news articles and comment

October 5, 2007
1. Top Items

Lawmakers race deadline to strike deal over water bond - Associated
Press

State water talks begin; Legislators' goal is to prepare bond issue for
ballot - Ventura County Star

Water bond might wait; Assembly Democrats say June or November
ballot may make more sense - Sacramento Bee

Water bond proposal progress at a trickle - Stockton Record

Legislators unite on water project studies; $2 billion proposal méaﬁt to
make up for losses from restoration of San Joaquin - Modesto Bee

Column: The great, unknown water giveaway; The state must untangle

its system of water rights to balance the needs of farms with growing
urban centers - Los Angeles Times

Editorial: Water politics get murkier - North County Times

Lawmakers race deadline to strike deal over water bond
Associated Press — 10/4/07
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By Don Thompson, staff writer

Racing an approaching deadline, state lawmakers on Thursday searched for compromise
over plans to ask voters for billions of dollars in fixes to California's water system.

Lawmakers and administration officials held dueling news conferences as a special
legislative committee began hearings into potential solutions, including new dams, canals
and underground water storage.

"Our water system is not as reliable as it used to be, and it is being strained at the seams
to meet the needs of this state," Department of Water Resources Director Lester Snow
said during a news conference attended by Central Valley water, business, labor and civic
leaders.

The push for a long-term solution to California's water needs is part of the special
legislative session called last month by Gov. Arnold Schwarzenegger, who also is trying
to broker a health care reform deal.

The governor and some lawmakers are trying to put a water bond on the Feb. 5
presidential primary ballot. They say the need to fix California's water supply and
delivery system is urgent, with problems in the Sacramento-San Joaquin Delta worsening
and a low snowfall year in the Sierra leaving many reservoirs well below normal.

There are vast differences between the various proposals, however.
Schwarzenegger has proposed a $9 billion bond that includes money for reservoirs.
Republicans say they want to build two new reservoirs and expand a third, and say they

will not support a water bond that excludes dam-building.

Republican support is needed because passage requires a two-thirds majority in the
Legislature. P

Democrats and their environmental allies are less enthusiastic about new reservoirs and
favor conservation and storing more water underground.

Looming over the proceedings is a crisis in the delta, the heart of the state's water-
delivery system. Several groups, including water districts, want the state to build a canal
to pipe fresh water around the delta so it can be sent directly to cities and farms.

"We're still hopeful of getting a deal and passing a bond proposal by early next week,"
said Andrew LaMar, spokesman for Senate President Pro Tem Don Perata, D-Oakland.
"We're going to do everything we can to make that happen."

Secretary of State Debra Bowen said lawmakers have until Oct. 16 to place a measure on
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the February ballot. Assembly Democrats are skeptical that a sweeping proposal can be
negotiated in time.

What's needed is a thoughtful, comprehensive bond proposal even if it is delayed until the
June or November 2008 elections, said Assemblyman John Laird, D-Santa Cruz, who
heads a group of Assembly Democrats involved in the water negotiations.

He spoke before the Assembly Special Committee on Water met for the first time to hear
about problems with the state's water distribution system. Perata's proposal — a $5.4
billion water bond — will be considered by a Senate committee on Monday.

The proposed dams would create the Sites Reservoir in a valley north of Sacramento, the
Temperance Flat Reservoir in the Sierra foothills above Fresno and expand the Los
Vaqueros Reservoir in Contra Costa County.

"The real issue is ... who pays and how much," Laird said.

Schwarzenegger's proposal includes more than $5 billion to pay half the cost of building
the three dams. Senate Minority Leader Dick Ackerman, R-Tustin, said the state should
pay no more than 20 percent to 30 percent, while Democrats said the state has never
contributed more than 3 percent.

"We still don't have a consensus, but I think we're moving toward it," Ackerman said. #
http://www.sfgate.com/cgi-bin/article.cgi?
f=/n/a/2007/10/04/state/n182622D24.DTL &type=politics

State water talks begin; Legislators' goal is to prepare bond issue for
ballot

Ventura County Star — 10/5/07

By Timm Herdt, staff writer

SACRAMENTO — California's never-ending water war marched toward a new front
Thursday, with warriors on all sides agreeing that what's at stake this time is the survival
of the water system that sustains them all.

Facing the common foes of drought, climate change and environmental degradation of
the system's fragile centerpiece — the Sacramento-San Joaquin Delta — the warriors all
have a goal of sustaining the reliability of California's water supply. What they are
fighting over now is what weapons to wield.

The objective is to develop a multibillion-dollar bond measure to place before voters in
one of three elections California will conduct next year, perhaps as early as the Feb. 5

10/5/2007




Page 4 of 14

presidential primary.

Gov. Amnold Schwarzenegger has called lawmakers into special session to try to agree on
a bond measure.

The first of several legislative hearings on that issue was held Thursday in the Assembly,
and the core questions immediately emerged: Should the bond include funding for dams
and reservoirs long opposed by environmentalists? If so, who should pay to build them?
What's the best way to restore the health of the Sacramento-San Joaquin Delta?

Schwarzenegger has proposed a $9 billion bond that includes construction of two dams
and expansion of a third. Republican lawmakers, led by those from the Central Valley,
have rallied behind that call.

Delta is in crisis'

Earlier this week, Assembly Republicans said they were drawing "a line in the sand" by
vowing to oppose any proposal that did not include surface-water storage.

"If we don't have surface storage, we don't have a deal," said Assembly GOP leader Mike
Villines of Clovis.

Democrats responded Thursday by saying there is "no magic bullet" that will fix
statewide water problems.

"The delta is in crisis, and it is that crisis that has brought us to the special session," said
Assemblywoman Lois Wolk, D-Davis, chairwoman of the special water committee. "It's
not clear at all that a particular dam at a particular place anywhere in the state would
resolve that problem."

Southern California's large water agencies have not been advocating the dams proposed
by Schwarzenegger, and instead have placed top priority on preserving the delta as a
reliable water source into the future.

The delta, a massive web of waterways that stretches from the confluence of the -
Sacramento and San Joaquin rivers to the San Francisco Bay, supplies water to 25 million
Californians from San Francisco to San Diego.

Strained at the seams’
A federal judge ruled this summer that pumping from the delta must be reduced by about
a third because excessive pumping has threatened the survival of the delta smelt.

Pumping was completely halted for several days earlier this summer as a protective
measure. '
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"Our water system is not as reliable as it used to be, and it's being strained at the seams,"
said Lester Snow, director of the State Water Resources Department. "We don't need any
further evidence that the Bay-Delta system is broken."

Former Assemblyman Phil Isenberg, who chairs a task force appointed by
Schwarzenegger to study the delta, testified that the estuary's problems have united the
historic north-south factions of the state's water wars.

He noted that while the delta had been widely seen as a resource that principally benefits
farmers in the Central Valley and cities in Southern California, Bay Area residents are
now proportionately more reliant on delta water than those anywhere else in the state.

Democrats in the Legislature have not ruled out including new surface storage in a bond
measure but say a comprehensive solution requires a broad range of projects.

Senate President Pro Tem Don Perata, D-Oakland, has proposed a $5.4 billion bond
measure that would make money available to local water districts to finance regional
projects, including dams.

Only one chance'

Assemblyman John Laird, D-Santa Cruz, said lawmakers must take care to craft a
measure that can be sold to voters.

"We have a chance — and we probably have only one chance — to put something on the
ballot and have it pass,” he said.

Laird suggested voters in other parts of the state might not look kindly on the idea of
financing dams in Glenn, Contra Costa and Madera counties. "The issue is not surface
storage. The issue is who pays," Laird said.

He said the state's maximum contribution to construction of past dams has been 3
percent, with the rest of the costs borne by local water users and the federal government.
Schwarzenegger's proposal calls for 50 percent state financing.

"It's a question of equity," Laird said. #
http://www.venturacountystar.com/news/2007/oct/05/state-water-talks-begin/

Water bond might wait; Assembly Democrats say June or November
ballot may make more sense

Sacramento Bee — 10/5/07

By E.J. Schultz, Bee Capitol Bureau
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With time running out to get a water bond on the February ballot, Assembly Democrats
said Thursday that it might make more sense to wait until the June or November
elections.

"We probably only have one chance to put something on the ballot and have it pass," said
Assemblyman John Laird, D-Santa Cruz. "We shouldn't feel pressure to do something by
a deadline." °

Gov. Arnold Schwarzenegger -- who called a special session to address the state's
massive water needs -- is still pushing to get a bond before voters on Feb. 5. But to do so,
lawmakers must beat an Oct. 16 deadline.

Laird, a leader in water negotiations, said lawmakers are not giving up on the goal. But
more than two weeks into the session, it's not clear how much progress, if any, has been
made.

Republicans are backing Schwarzenegger's $9 billion proposal, which puts a major
emphasis on new dams, including one east of Fresno. Democrats favor groundwater
storage and water conservation and are against earmarking money for specific dams.

Party leaders have been talking for weeks, but the first legislative hearing on the issue
was not held until Thursday.

Even so, Senate President Pro Tem Don Perata, D-Oakland, has tentative plans to hold a
floor vote on a bond package as soon as Tuesday. His $5 billion proposal would free
local water agencies to spend money how they see fit. It's not clear if the plan would
garner the necessary two Republican votes to pass the Senate.

"We're working hard to have something for February, said Perata spokeswoman Lynda
Gledhill. Leaders are "hopeful and optimistic." :

The state's vexing water issues were laid before lawmakers at Thursday's hearing. Jay
Lund, a water expert and professor at UC Davis, presented a list of 11 major water

~ problems in the state. The list touched most every region, from the deteriorating
Sacramento-San Joaquin Delta -- the state's water hub -- to the Tulare Lake basin, a
major source of irrigation water that is suffering from salt intrusion.

"We have a lot of water problems," Lund said.

But the search for solutions has eluded lawmakers for years and seems to always come
down to a debate over dams.

At the hearing, Democrats seized on testimony showing that new conservation efforts
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could save as much as 3.1 million acre-feet of water a year, triple the amount provided by
building new dams. They also were pleased by data showing the immense potential for
groundwater storage systems.

But Republicans countered that dams are needed to capture the large amounts of water
needed to refresh groundwater banks.

"A recharge system is a reservoir,” said Assemblyman Doug La Malfa, R-Oroville.

The governor's proposal would authorize the state to pay for as much as half the cost of
two new dams and one expanded dam, for a total of $5.1 billion. Historically, the state
has contributed far less. Debt from the State Water Project -- the largest state-built water
system in the United States -- was paid off almost entirely by contractors who receive
water from the project, according to testimony given Thursday by the nonpartisan
Legislative Analyst's Office.

Laird said debt payments on the governor's proposal -- which he estimated at $650
million a year -- would suck general fund money that could be used for social programs.

But Assemblyman Juan Arambula, a Fresno Democrat who bucks his party to support
dams, said the cost of not building reservoirs would have its own social costs -- especially
in the Central Valley, which needs new water to grow crops. If farmers don't have enough
water, farmworkers will lose jobs, he said, and "we will see significant unemployment
rates."

Fresno Mayor Alan Autry, an outspoken supporter of the proposed Temperance Flat dam
near Fresno, echoed the sentiments at a water rally outside the Capitol. The event was
attended by several Valley school children. By passing the governor's plan, Autry said,
"We can secure the future of these young people.” #
http://www.sacbee.com/111/story/415932.html

Water bond proposal progress at a trickle
Stockton Record — 10/5/07

SACRAMENTO — Several weeks of closed-door talks, several days of news
conferences and several hours of legislative testimony Thursday appear to have done
little to bring the political factions fighting over whether to spend taxpayer money on new
dams any closer to where they’ve been all year.

Gov. Arnold Schwarzenegger and his allies in Sacramento want to float a $9 billion bond

on the February presidential primary ballot that would upgrade California’s water supply.
Schwarzenegger has called a special session of the Legislature to work on the details.
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But in interviews with staffers, lawmakers and lobbyists involved in the talks, the
overriding sense is that the political will to seal a deal is shaky at best. And partisanship
is only a piece of the puzzle:

» Southern Californians are wondering why more than half of the $9 billion would go for
dams that would not help their water problems — especially since they would pay more
than half the‘cost.

» Valley farmers worried over recent court decisions want more water, but their critics
note that they already pay the lowest cost for irrigated water in the nation and point to
state estimates that agricultural water needs will decline drastically over the next 20 years
as the industry shifts to drought-tolerant crops and more efficient irrigation.

» Many Valley cities do not conserve water the way those in Southern California do,
although Stockton is an exception. Some are resistant to imposing strict water
conservation measures.

» Fiscal hawks are leery of the idea of borrowing another $9 billion, when $10 billion in
previously approved water bond money has not yet been spent. Adding $9 billion to the
state's credit card will add about $600 million in annual payments.

» Delta farmers fear that any new bond could pave the way to build a peripheral canal
that bypasses water from the Sacramento River around the estuary into the giant pumps
near Tracy. They say this could turn the Delta into a backwater.

Most Democrats - San Joaquin Valley members are an exception - say dams are white
elephant projects that add little water at great cost.

Indeed, state Department of Water Resources-data show that new reservoirs could
provide only a tiny fraction of California's future water needs compared to recychng
municipal water, storing water underground and conservation.

Schwarzenegger and the dam supporters say that climate change will mean less snowpack
and more rainfall, which must be captured in reservoirs because it won't be left on the
Sierra peaks as a sort of time-released water supply.

"The idea that we let millions of acre-feet of water every year run to the ocean, totally
wasted, is insanity," said Assembly Minority Leader Mike Villines of Clovis.

Clovis is near the site of one of the three dams proposed under Schwarzenegger's plan,
which is being carried in the Legislature by Sen. Dave Cogdill, R-Modesto. Under that
proposal, no dam would be built before locals secured their as-yet-unspecified share of its
cost.
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Fresno-area officials say they're willing to pay their share of a new dam on the San
Joaquin River, if the state puts up at least half of the $2 billion price tag. East Bay
officials seem similarly receptive to paying to increase the size of the Los Vaqueros
Reservoir, but no local sponsor has emerged for a third dam in Colusa County.

Lawmakers must strike a deal by Oct. 16 to get a bond on the February ballot. The
Assembly held an information hearing on the matter Thursday, and the Senate is planning
another on Monday, with a possible vote as early as next week.

Staffers close to the talks suggest that vote could be the end of the special session. They
say that whatever deal emerges will either eke past the Legislature or collapse and the
ballot initiative process will begin.

Cogdill has said all year that should the Legislature fail to agree on a water bond, he and
his allies at the California Chamber of Commerce and the Association of California
Water Agencies would try to put an independent bond on the November ballot.

The association is already running radio and television ads that say California needs more
water shortage.

Should dam supporters go to the ballot, it is likely that their opponents would respond
with a competing ballot measure.

Historically, most "dueling initiatives" fail. #
http://www.recordnet.com/apps/pbcs.dil/article? AID=/20071005/A_NEWS/710050321

Legislators unite on water project studies; $2 billion proposal meant to
make up for losses from restoration of San Joaquin

Modesto Bee — 10/5/07

By Michael Doyle, staff writer

WASHINGTON -- San Joaquin Valley lawmakers Thursday united behind revised
legislation to study and authorize some $2 billion worth of California water projects.

The bill, introduced by Rep. Devin Nunes, R-Visalia, is meant to offset water losses
caused by restoring the San Joaquin River.

It authorizes studies of 28 projects, which include building new canals and improving
existing facilities.

"It is irresponsible to push forward with a plan to settle the San Joaquin river dispute
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unless that plan takes seriously our regional water supply challenges," Nunes said.

In a controversial move, the Nunes bill declares that any project deemed feasible is also
approved for construction. Normally, Congress requires separate authorization for
projects once their feasibility has been studied.

Similar so-called preauthorization language has been opposed in past water fights by
lawmakers stich as Democratic Sen. Barbara Boxer of California.

Nunes was able to rally support from both sides of the aisle after modifying his bill.

This happened quickly. He wrote the original bill on his own, and planned to introduce it
as early as Wednesday. He did not talk about it beforehand with Rep. George
Radanovich, the Mariposa Republican who 1s chief author of a San Joaquin River
restoration bill.

Radanovich's $500 million restoration bill would fund the work necessary to restore more
water flows and eventually salmon to the San Joaquin below Friant Dam.

By Thursday, though, Radanovich approached Nunes and indicated his interest in the bill.
Radanovich joined Reps. Dennis Cardoza, D-Merced, Jim Costa, D-Fresno, and Kevin
McCarthy, R-Bakersfield, in co-sponsoring the legislation that Nunes had been planning
to introduce as a solo effort.

"I am highly concerned about moving forward with legislation to restore the river without
dealing with the consequences of transferring ... water away from small communities and
local farmers,"” Nunes said in a prepared statement. "I believe there is a growing
recognition of these concerns in Congress."

The river restoration plan would cut Friant-area irrigation deliveries by an estimated 19
percent. Supporters of the river restoration effort are now trying to find the money to
offset some of the cost of the work. # :
http://www.modbee.com/local/story/85266.html

Column: The great, unknown water giveaway; The state must untangle

its system of water rights to balance the needs of farms with growing
urban centers

Los Angeles Times — 10/5/07
By Bill Stahl, columnist

California water crisis! blare the television ads. The governor has called the Legislature
into special session to consider new reservoirs and other measures to protect the state's
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precarious water supply. Los Angeles Mayor Antonio Villaraigosa is asking residents to
cut water usage by 10%. The city of Long Beach has restricted lawn watering. More
curbs are sure to follow.

Few people would dispute that the state faces a water crisis: in the short term because of
drought and court-ordered cutbacks in pumping from the California Delta; and in the long
term because population growth is outstripping the supply and potential disruptions
caused by global warming. So why are federal officials giving more than a moment's
attention to a proposal to practically give away enough water to meet the annual
household needs of 2 million families to a few hundred big farmers in the San Joaquin
Valley for 60 years or more?

So far, there has been no adequate answer to that question, or even a rational discussion
of this proposal. The deal is indicative, however, of the hydra-headed water system in
California that makes it difficult, if not impossible, for the state to draft long-term water
policy that will sustain agriculture, meet the demands of urban and suburban growth and
protect the environment.

The proposal comes from the Westlands Water District, a collection of about 600 farms
covering 600,000 acres of land in western Fresno and Kings counties. The farms get
subsidized federal irrigation water through the San Luis unit of the federal Central Valley
Project via the delta and a federal canal.

The San Luis unit, begun in 1962, was a major goal of the late Rep. B.F. Sisk, a tire
salesman who went on to become a powerful force in Congress. But it probably should
never have been built.

The problem is that about 200,000 acres in the Westlands district are laden with selenium
and other salts that build up naturally in the soil below the surface of the farmland. To
counter this, the federal government began building a drainage canal as part of the San
Luis unit to draw the contaminated water off the land and transport it north to the délta,
where it was supposed to go out to sea. That idea would be unthinkable today. But the
canal was not completed because of costs, and the Kesterson Reservoir became the
terminus. The current problem arose when all the wastewater was dumped there.

Kesterson, which is part of a wildlife refuge, became a death trap for migrating waterfowl
that ingested toxic levels of selenium.

Westlands sued the federal government to come up with a better drainage solution, saying

officials knew of the problem all along. Today, the Central Valley Projectis under court
order to fix the problem.

The U.S. Bureau of Reclamation chose a costly plan in March that, among other things,
would have taken about 150,000 acres out of crop production. Westlands then proposed
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to take on the disposition of the polluted water if the Central Valley Project gave it, well,
the world: forgiveness of nearly $500 million in construction costs and a 60-year water
contract (one critic of the plan assumed the price would be $100 an acre-foot or less;
urban water now runs $400 to $500 an acre-foot). What's at stake is about 1 million acre-
feet -- one acre-foot would serve the annual household needs of two families. Imagine the
value of that water 40 or 50 years from now.

Incredibly, Sen. Dianne Feinstein (D-Calif.) said that "it seems to be a sound proposal”
because it relieves the federal government of an "enormous financial burden" in fixing
the drainage problem. But there is no assurance that Westlands' cure will work.

The "solutions" being debated are stopgap measures that would take years to implement.
One idea that would work in the short term would be for the feds to buy up the 200,000
acres, retire the land from farming and sell the water to urban areas at a reasonable price.

The greater problem is that the state's system of water rights makes it difficult or
impossible for the governor and Legislature to provide a real, long-range solution to
California's water problems: the need for an orderly and systematic shift of supplies from
the farms to the cities. We need to extensively overhaul this complex rights structure to
meet the 1928 constitutional mandate that water be put to reasonable and beneficial use to
the "greatest extent. . . . In the interest of the people and the public welfare."

It is, after all, the people's water. #

http://www.latimes.com/news/opinion/la-oe-stall50c¢t05,0,6301834.story ?coll=la-
opinion-rightrail

Editorial: Water politics get murkier

North County Times — 10/5/07

Our view: Special session on water unlikely to help slake San Dlego
County's thirst

If you were expecting the politicians in Sacramento to solve the state's water problems
just because the governor called for a special session to address the issue, you're going to
be disappointed.

It's been about three weeks since the governor ordered legislators to convene after their
regular session ended to address two outstanding problems: water and health care. Thus
far, of the two issues, water has gotten the most attention. Unfortunately, that's no
indication that our elected leaders are actually getting much accomplished.

The governor has proposed a $9 billion bond. Nearly $5 billion would be used to expand
or build reservoirs in Glenn, Contra Costa and Madera counties. An additional $2 billion
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would go toward fixing environmental problems in the Sacramento-San Joaquin delta. It's
these problems, especially as they affect the endangered delta smelt, that have threatened
to sharply curtail a significant source of San Diego County's water.

The Democrats have offered a much more modest proposal, more than $5 billion, that
splits the money between local water districts (which can use it for their own water
storage projects) and state efforts to restore and protect the delta.

Already, it's starting to look doubtful if a bond measure will make it to voters next year
without some money for reservoirs. Assembly Republicans said Wednesday that they
were "drawing a line in the sand" on that point.

That's more than just an idle threat. As with tax increases and the budget, bond measures
need a two-thirds vote from legislators before they can be placed on the ballot. Just a few
Republicans in either the Assembly or the Senate could kill any water bond.

Although funding for water storage projects is dealt with by both parties, one matter that
neither plan brings up is funding for the so-called peripheral canal. Such a channel would
allow water from the Sierra Nevadas to bypass the troubled delta region altogether and
begin its long trek to water-deprived Southern Californians.

After pumps that send water from the delta south were temporarily shut down this spring,
Gov. Arnold Schwarzenegger revived the canal idea, which had been dead since 1982
when voters rejected a state referendum authorizing the project . There was talk that the
passage of time, and the tipping of the state's political power base in favor of Southern
California, may have changed the political dynamics on the issue. To the contrary,
environmental interests and regional rivalries remain as entrenched as ever.

Officials at the San Diego County Water Authority argue that without a peripheral canal,
or something like it, the ideas being proposed by our elected officials don't do much to
help San Diego County.

They also contend that because the reservoirs included in the governor's water bond
package are in Northern California, they're not likely to be of much help to us. What's
more, it's a bad idea to tie up so much of the available bond money on three specific
projects to the exclusion of all others. One of those other projects that might benefit from
extra bond money is the San Vicente dam in Lakeside.

Perhaps the bond proposals' greatest deficiency is that they both support a status quo
approach to water distribution and use that is proving to be increasingly unsustainable.
There is little talk of conservation. There's even less discussion about possible market-
based alternatives that would provide the most effective incentives for responsible water
use.
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For instance, a program that increased the cost of water once a household hit a monthly
or yearly limit would do more to curb water waste than any public relations campaign.
Households that had water left over could sell it back to the water district for use by
someone else or for storage.

Instead of providing clarity, the special session to deal with our state's very real water
crisis is making the subject murkier than ever. It's likely that the state will do what it does
best: kick the problem down the road just a little farther. We can't wait to see what they
do with health care. #
http://www.nctimes.com/articles/2007/10/05/opinion/editorials/19_33_5510_4_ 07.txt
HiHHHE
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AGENDA ITEM 12

STAFF REPORT

TYPEMEETING: ‘Regular Board Meeting MEETING DATE: October 3, 2007

SUBMITTEDBY: Mark Watton, W.0./G.F. NO: DIV. NO.
General Manager

SUBJECT: Adopt of Position on SBX2-2 (Perata) and SBX2-3 (Cogdill)
Regarding a Proposed 2998 Statewide Water Bond

GENERAL MANAGER’S RECOMMENDATION:

That the board consider adopting a support if amended position on SBX2-
2 (Perata) and SBX2-3 (Cogdill).

PURPOSE :

To present for the board’s consideration adopting a support if amended
position on SBX2-2 (Perata) and SBX2-3 (Cogdill).

COMMITTEE ACTION:

N/A
ANALYSIS:

Earlier this year, Governor Schwarzenegger sponsored a water bond bill,
SB59, by Senator Dave Cogdill (R~Fresno). The bill, which included
funding for two large'surface water reservoirs (Sites and Tempeirance
Flat), failed passage during the 2007 legislative session. On Sept.
11, Senate President pro Tem Don Perata (D-Oakland) introduced -as a new
bill, SB 1052, his water bond proposal. SB 1052 was never brought up
for a vote before the Legislature adjourned for the year early in-the
morning of Sept. 12.

On September 11, 2007, Governor Arnold Schwarzenegger called a Special
Session of the Legislature to address two issues: health care reform;
and water. This memo provides information on two water bond measures
that were introduced during the Special Session on Sept. 19: SBX2-2 by
Senate President pro Tem Don Perata (D-Oakland); and SBX2-3 by Senator
Dave Cogdill (R-Fresno). Senator Cogdill’s bill represents Governor

Arnold Schwarzenegger’s water bond proposal. Attachment 1 compares the
two measures.
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Also on September 11, 2007, the Blue Ribbon Task Force released its
“first, embryonic” draft Delta Vision staff report, “A Vision for
Durable Management of a Sustainable Delta.” (The report can be found
at http://deltavision.ca.gov/docs/BRTF Vision Draft 091107.pdf) The
Blue Ribbon Task Force is integrally linked to the bond measures: each
bill keys on the recommendations of the Blue Ribbon Task Force and the
related Bay Delta Conservation Plan as the foundation of its funding
strategy im the Delta Sustainability Chapter (Chapter 5).

The Blue Ribbon Task Force is one of four groups created by Governor
Arnold Schwarzenegger’s Executive Order S-17-06. It is a seven-member
independent Task Force created to develop the Delta Vision “for
sustainable management of the Delta.” The Blue Ribbon Task Force’s
final report will be submitted to the five-member Delta Vision
Committee, chaired by the Secretary of Resources. The Delta Vision
Committee, in turn, will report its recommendations to the Governor.

The draft Blue Ribbon Task Force report outlines the Task Force’s
vision for California’s Delta, and addresses ecosystem, water supply
reliability and governance issues. The key findings and observations
of the draft report include:

e Conveyance - the Delta, the report states, “must not be the sole
transfer point for those conveyance systems.. a greater physical or
operational separation of the two must be achieved.. water supply
reliability cannot be achieved if species endangerments and other
ecological problems continually disrupt deliveries... This may mean
creating multiple pathways for water conveyance so critical water
supplies cannot be interrupted completely by levee failures,
salinity intrusion, or other sudden changes. All water conveyance
systems must be insulated or fortified against stressors to the
greatest cost-effective extent, and must be managed or designed to
be quickly recoverable in the event of a major disaster.”

e Enhanced regional water reliability - the report places '
significant emphasis on reducing reliance on the Delta by’
“building greater regional water self-sufficiency throughout
California.” The report continues, “Each region - and the state
as a whole - will become more resilient to future hydrological and
ecological conditions if they import less water. Water use
efficiency, ground-water recharge, floodplain and local storage,
recycling, desalinization, demand management programs, and water-
conscious land use planning will all be key tools for increasing
self-sufficiency, and must be pursued as appropriate in each
particular region.”

Page 2 of 9




Notably, new State Water Project (SWP) surface storage projects, such
as Sites and Temperance Flat, are not specifically mentioned in the
report. Most references to surface storage are made in reference to
regions building greater self sufficiency (and lessening reliance on
the Delta) through a variety of regional water supply strategies,
programs and projects that include regional surface storage.

Following the close of the 2007 legislative session, pressure began to
mount to quickly develop a bond proposal that could be passed in the
special session in time to appear on the Feb. 3, 2008, Presidential
Primary ballot. (There are three statewide elections in 2008: Feb. 5;
June 3; and Nov. 4.) The Secretary of State’s deadline for the
Legislature to pass a ballot measure for the Feb. 3, 2008, ballot is
Sept. 28, 2007 (although it may be possible to place a measure on the
February ballot as late as mid-October at additional expense). Because
of scheduled travel and vacation plans of many legislators throughout
September, it was believed that to make the Sept. 28 deadline, a

measure would need to obtain passage of both houses by Wednesday, Sept.
19.

Discussion:

There are many similarities between the two bond measures; in many
passages, the measures are identical. However, there are several major
and contentious differences between them. Chief among the differences
is how each addresses surface storage: SBX2-2 includes no specific
chapter for surface storage funding; SBX2-3 includes $5.6 billion for
surface storage, including three northern California reservoirs: Sites,
Temperance Flat and Los Vaqueros (expansion). There is also
significant difference in the size (cost) of the measures: $5.8 billion
in SBX2-2 and $9.1 billion in SBX2-3.

Neither SBX2-2 nor SBX2-3 adequately addresses the priorities for a
water bond. Listed below are priorities for a 2008 bond measure:

¢ Funding for conveyance, including remedies such as the Eco?
Crescent, isolated facility and Dual Intake options;

¢ Language on storage that would facilitate funding for San Vicente
carryover storage and reservoir reoperation (such as intertie
projects);

e Separate and distinct funding allocation for real water projects
(e.g., recycling, seawater desalination, groundwater desalination,

conservation);

These priorities form the basis of suggested amendments to SBX2-2 and
SBX2-3 as detailed below.
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SBX2-2 (Perata)

This bill would place a $5.8 billion water bond on a 2008 statewide
ballot. The measure divides the funding in four major categories:

1. Delta Sustainability -- $2.4 billion for “public benefits
associated with projects needed to assist in the delta’s
sustainability as a vital resource for fish, wildlife, water
quality, water supply, agriculture, and recreation.” The measure
prohibits expenditure of bond funds for design or construction of
a “water transfer facilities.” While that term is not defined in
the measure, it would appear to prohibit funding of an isoclated
facility. It is also unclear whether or not the measure would
allow funding for in-Delta physical improvements, such as the Eco
Crescent. It would appear to permit funding if those
improvements are characterized as creating “waterflow conditions
within the delta to provide adequate habitat for native fish and
wildlife.” Conversely, if the Eco Crescent is characterized as a
“water transfer facility,” the measure would appear to prohibit
funding. It expresses the “intent of the Legislature that the
department implement, pursuant to current authority and the
recommendations of the Bay Delta Conservation Plan and the Blue
Ribbon Task Force.”

2. Water Supply Reliability -- $2 billion for projects and programs
implemented as part of Integrated Regional Water Management Plans
(IRWMP) . Divides the funding with $1.6 billion divided among 11
hydrologic regions and subregions, and $400 million for
“interregional” projects. The San Diego subregion, which has
been interpreted by the Department of Water Resources to include
portions of southern Orange and Riverside counties, would receive
$161 million for IRWMP projects.

3. Resource Stewardship and Environmental Restoration -- $1 billion
for “expenditures and grants for resource stewardship, ecosystem
restoration, urban watershed, -and stormwater management. Names
11 specific watersheds, none in San Diego County. Generigalily
lists “North coast,” Central Coast” and “South Coast” watersheds.

4. Groundwater protection -- $400 million for “preventing or
reducing contamination of groundwater.’

As presently drafted, SBX2-2 does not address many of the bond
priorities. It contains no funds for delta conveyance, carryover
surface storage, does not equitably address funding for groundwater and
surface water storage projects, does not provide discrete funding for
real water development projects and programs.

Staff recommends the board adopt a position of Support, if Amended on
SBX2-2.
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1. Funding for delta conveyance improvements, including the Eco
Crescent, Isolated Facility and Dual-Intake options.

2. Creation of a specific chapter or chapter subsection that
provides significant funding for surface storage, with grants
awarded on a competitive basis statewide, with cost-sharing
requirements, and with no specific surface storage projects
named.

3. Creation of a specific chapter or chapter subsection that

' provides funding specifically and solely for projects and
programs that develop and provide new water supplies through
conservation, recycling, seawater desalination and groundwater
desalination. Alternatively, increase funding under Chapter 6
(Water Supply Reliability) and add a provision requiring a
majority of funding (one-half to two-thirds) be dedicated to new
water supply development.

SBX2-3 (Cogdill)
This bill would place a $9.1 billion water bond on a 2008 statewide
ballot. The measure divides the funding in four major categories:

1. Water Storage Development Projects - $5.6 billion, with $5.1
billion of that amount dedicated to the state’s cost-share of
three specific projects: Sites Reservoir, Temperance Flat and the
expansion of the Los Vaqueros Reservoir. The remaining $500
million would be set aside for grants for local groundwater,
conjunctive use and surface storage projects, with at least 20%
(no less than $100 million) of this funding dedicated to each of
the North Coast, Central Coast and South Coast/Colorado River
regions of the state.

2. Delta Sustainability - Similar to language in SBX2-2, this bill
provides $1.9 billion ($500 million less than SBX2-2) for Delta
improvements for “public benefits associated with projects needed
to assist in the delta’s sustainability as a vital resource for
fish, wildlife, water quality, water supply, agriculture and
recreation.” The measure does not provide funds for design, or
construction of delta conveyance facilities such as an isolated
facility. 1Instead, the measure assigns responsibility for
funding conveyance facilities to water users, including State
Water Project and Central Valley Water Project contractors. Like
SBX2-2, the measure is ambiguous as to whether it could provide
funding for in-Delta physical conveyance improvements that could
include the Eco Crescent. It would appear to permit funding if
those improvements are characterized as creating “waterflow
conditions within the delta to provide adequate habitat for
native fish and wildlife.” Conversely, if the Eco Crescent is
characterized as a “conveyance facility,” the measure would
appear to assign funding responsibility to water users (e.gq.
State Water Project and Central Valley Project contractors).

This chapter directs the Department of Water Resources to
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“implement, as part of a comprehensive delta package,
improvements in delta water conveyance and delta ecosystem
health, taking into consideration any recommendations of Blue
Ribbon Task Force.. and Bay Delta Conservation Plan.”

. Water Supply Reliability -- $1 billion for projects and programs

implemented as part of Integrated Regional Water Management Plans
(IRWMP) . Divides the funding with $800 million divided among 11
hydrologic regions and subregions, and $200 million for
“interregional” projects. The “San Diego/South Orange”
subregion, which has been interpreted by the Department of Water
Resources to include portions of southern Orange and Riverside
counties, would receive $78.5 million for IRWMP projects.

. Resource Stewardship and Environmental Restoration -- $585

million for “expenditures and grants for resource stewardship,
ecosystem restoration, urban watershed, and stormwater
management. Names 11 specific watersheds, none in San Diego
County. Generically lists “North coast,” Central Coast” and
“South Coast” watersheds. Of the $585 million, $85 million is
dedicated for invasive species remediation/management.

Funding for three large surface storage projects is the centerpiece of
SBX2-3, with approximately 62 percent of SBX2-3's total funding is
dedicated to three named surface storage projects:

1.

Sites Reservoir - This reservoir would be built in a valley west
of Maxwell, California, in Colusa County. A pipeline would
divert high-water flows from the Sacramento River into the
reservoir. According to the Department of Water Resources, total
storage capacity would be approximately 1.8 million acre-feet and
the project would yield be between 470,000 and 640,000 acre-feet
annually. Of that amount, the project would provide between
140,000 and 240,000 acre-feet annually for environmental flows
into the Delta for fisheries, salinity barrier and water quality
needs. The reservoir would be a significant component of the
Environmental Water Account. Benefits to Southern California
would be indirect and mostly through the provision of P
environmental water for the Delta. Primary beneficiaries of the
project would be Sacramento Valley and Bay Area water usérs.
Glenn-Colusa Irrigation District would be well positioned to
receive direct water supply benefits. Communities in Napa,
Solano, Colusa and Yolo counties might also benefit directly from
the project. Estimated cost: $2.4 billion. Project timeline:
environmental review is projected to be completed in 2009. DWR
expects a two-year design phase and a five- to seven-year
construction, with the project operational by 2019.

. Temperance Flat Reservoir - This reservoir would be built

upstream of Millerton Lake/Friant Dam on the Upper San Joaquin
River. According to DWR, total storage capacity would be
approximately 1.3 million acre-feet and the project yield would
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be approximately 183,000 acre-feet annually. The project would
facilitate restoration of the San Joaquin River without taking
all of the yield from Millerton Lake each year, which would
require curtailing deliveries to farmers in Fresno and Kern
counties. The project would facilitate maintenance of a
coldwater pool in Millerton Lake to provide timely releases for
fisheries in the San Joaquin River. It would also increase flood
protection in the San Joaquin Valley. The project could help
improve opportunities for water exchanges with Southern
California water agencies. Primary beneficiaries would include
farming communities, the San Joaquin River restoration project
and some urban communities that enter into exchange agreements.
Estimated cost: $2 billion. Project timeline: environmental
review is projected to be completed in 2009. DWR expects a two-
year design phase and a five- to seven-year construction, with
the project operational between 2017 and 2019.

3. Los Vaqueros Reservoir Expansion - The existing reservoir is
owned by the Contra Costa Water District. This expansion project
would be a joint project between the Bureau of Reclamation and
the Contra Costa Water District. It would increase storage from
100,000 acre-feet to 440,000 acre-feet. According to project
proponents, the expansion would yield 60,000 to 140,000 acre-feet
annually. The project would improve water quality and supply
reliability for Contra Costa County and the Bay Area and flood
control benefits to Eastern Contra Costa County and the Delta.
The project could also play a role in the Environmental Water
Account. Estimated cost: $1.3 billion. Project timeline:
environmental review is projected to be completed in 2009,
followed by design and construction with a completion date of
2013.

The three reservoir projects total $5.7 billion. SBX2-3 provides $5.1
billion “to finance the state’s cost-share” of the projects, which it
defines as no more than 50 percent. . SBX2-3 would appear to provide
nearly 90 percent of the total cost of the projects, if all are.buyilt,
or potentially up to 100 percent of two projects (if one projecﬁ is not
built). '

From a timing standpoint, funding is proposed to be authorized in 2008
for two projects (Sites and Temperance Flat) that would not begin
construction for four or more years. This would idle a majority of the
proposed bond measure’s funds between the time voters authorize the
expenditures and when those expenditures would commence. Given the
many competing priorities for state bond funding, reserving such a
large amount of the state’s bonding capacity for a lengthy period would
put other, more timely projects at a disadvantage for funding.

The division of the remaining $500 million of funding in this chapter
does not appear to apportion funding on an equitable, per-capita basis.
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The South Coast constitutes the most populous of the three defined
regions, with nearly all of Ventura, Los Angeles and San Diego
counties, all of Orange County, and some of the most populated parts of
Riverside and San Bernardino counties; the Colorado River region
includes all of Imperial County, the remainder of Riverside County and
a significant remaining portion of San Bernardino County. Projects
eligible for funding under this provision include groundwater and
groundwater conjunctive use projects, providing significant competition
for funding. The South Coast and Colorado River regions - with the
exception of San Diego County - contain many large groundwater basins
that can be expected to compete for the limited funding in this
section.

As presently drafted, SBX2-3 dcoes not address many of the bond
priorities. It contains no funds for delta conveyance, provides only
limited opportunity to fund regional carryover surface storage, does
not equitably address funding for groundwater and surface water storage
projects.

In an effort to achieve the priorities, staff recommends the board
adopt a position of Support, if Amended on SBX2-3:

1. Funding for delta conveyance improvements, including the Eco
Crescent, Isolated Facility and Dual-Intake options.

2. Replacing the existing Water Storage Development Projects
(Chapter 7) with a chapter that provides significant funding for
surface storage, with grants awarded on a competitive basis
statewide, with cost-sharing requirements, and with no specific
surface storage projects named. Total funding in the bond could
be significantly less than the proposed $5.6 billion (e.g. $2
billion), thereby reducing the overall cost of the bond and/or
freeing up capacity to fund other water supply projects.

3. Creation of a specific chapter or chapter subsection that
provides funding specifically -and solely for projects and
programs that develop and provide new water supplies through
conservation, recycling, seawater desalination and groundwiter
desalination. Alternatively, increase funding under Chapter 6
(Water Supply Reliability) to between $2 billion and $3 billion
and add a provision requiring a majority of funding (oneZhalf to
two-thirds) be dedicated to new water supply development.

Copies of SBX2-2 and SBX2-3 are attached for reference.

FISCAL IMPACT:

None.
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LEGAL IMPACT:

None.

General Manager

Attachments:
Attachment 1 -- Comparison of SBX2-2 and SBX2-3
Attachment 2 -- SBX2-2 (Perata)

Attachment 3 -~ 8BX2-3 (Cogdill)

G:\UserData\DistSec\WINWORD\STAFRPTS\SBX2-2 SBX2-3 Support if Amended 10-9-07.doc
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Comparison of SBX2-2 (Perata) and SBX2-3 Cogdill Water Bond Proposals (as introduced Sept. 19, 2007)

Subject Area

SBX2-2
Perata

Comment

SBX2-3
Cogdill

Comment

Storage Development
Projects

$0

Does not include separate chapter for
surface storage. -

$5.6 billion
(Chapter 7)

$5.1 billion for state cost-share of three surface
reservoirs;,Sites, Temperance Flat and the
expansion of Los Vaqueros Reservoir,
remaining $500 million would be set aside for
grants for local groundwater, conjunctive use
and surface storage projects. Funding would be
apportioned between northern, central and
southern California, with each area receiving no
less than $100 million. ‘

Delta Sustainability
(Chapter 5)

$2.4 billion

“Provides state funding for public
benefits associated with projects
needed fo assist in the delta’s
sustainability as a vital resource for fish,
wildlife, water quality, water supply,
agriculture, and recreation.” Expresses
“Intent of the Legislature that the
department implement, pursuant to
current authority and the
recommendations of the Bay Delta
Conservation Plan and the Blue Ribbon
Task Force.”

Prohibits expenditure of funds for
design or construction of delta
conveyance facilities.

$1.9 billion

Same purpose statement as SBX2-2. Reduces
funding by $500 million. “The Legislature
hereby directs the department to implement, as
part of a comprehensive delta package... taking
into consideration any recommendations of the
Blue Ribbon Task Force... and Bay Delta
Conservation Plan.

Measure provides no funding for delta
conveyance facilities. It reads, in part: “Design,
construction, operation and maintenance of any
conveyance facility shall be the responsibility of
the agencies that benefit... including State
Water Project and Central Valley Project
Contractors.”

Water Supply Reliability
(Chapter 6).

$2 billion

“San Diego Subregion” (includes
portions of Southern Orange and
Riverside Counties) share: $161 million;
“Interregional” projects: $400 million. Of
$1.6 billion allocated among regions,
San Diego Subregion receives 10%.

$1 billion

- -

“San Diego/South Orange” region (which may
potentially include southern Riverside County)
receives $78.5 million. Interregional projects:
$200 million. Of $800 miliion allocated among
regions, “San Diego/South Orange” region
receives 9.8%.

Resource Stewardship and
Environmental Restoration

$1 billion
(Chapter 7)

Funding for “expenditures and grants
for resource stewardship, ecosystem
restoration, urban watershed, and
stormwater management....” Names 11
specific watersheds, none in San Diego.
Gérérically lists “North coast,” “Central
coast’ and “South coast” watersheds.

$585 million
(Chapter 8)

Lists same watersheds. Adds $85 million for
invasive species remediation/management.

Groundwater Protection

$400 million
(Chapter 8)

Funding for “preventing or reducing
contamination of groundwater.”

$0

Does not include separate chapter for
groundwater protection.

Total Bond Amount

$5.8 billion

$9.085 billion
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CALIFORNIA LEGISLATURE—2007—-08 SECOND EXTRAORDINARY SESSION

SENATE BILL No. 2

Introduced by Senators Perata, Machado, and Steinberg

September 19, 2007

‘An act to add Division 26.7 (commencing with Section 79700) to
the Water Code, relating to financing a water supply reliability and
environmental restoration program, by providing the funds necessary
therefor through an election for the issuance and sale of bonds of the
State of California and for the handling and disposition of those funds,
and declaring the urgency thereof, to take effect immediately.

LEGISLATIVE COUNSEL’S DIGEST

SB 2, as introduced, Perata. Water Supply Reliability Bond Act of
2008.

Under existing law, various measures have been approved by the
voters to provide funds for water protection, facilities, and programs.

This bill would enact the Water Supply Reliability Bond Act of 2008
which, if approved by the voters, would authorize, for the purposes of
financing a specified water supply reliability and environmental
restoration program, the issuance of bonds in the amount of
$5,800,000,000 pursuant to the State General Obligation Bond Law.

The bill would provide for submission of the bond act to the voters
at the February 5, 2008, statewide primary election.

This bill would declare that it is to take effect immediately as an
urgency statute. )

Vote: %;. Appropriation: no. Fiscal committee: yes.
State-mandated local program: no.
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SB 2

2
The people of the State of California do enact as follows:

SECTION 1. Division 26.7 (commencing with Section 79700)
is added to the Water Code, to read:

DIVISION 26.7. WATER SUPPLY RELIABILITY BOND
ACT OF 2008

€

CHAPTER 1. SHORT TITLE

79700. This division shall be known and may be cited as the
Water Supply Reliability Bond Act of 2008.

CHAPTER 2. DEFINITIONS

79702. Unless the context otherwise requires, the definitions
set forth in this section govern the construction of this division, as
follows:

(a) “Bay-delta” means the San Francisco Bay/Sacramento-San
Joaquin Delta.

(b) “Bay Delta Conservation Plan” means the plan prepared
pursuant to the Planning Agreement regarding the Bay Delta
Conservation Plan, dated October 6, 2006.

(c) “Bay-Delta Estuary” means the delta, Suisun Bay, and Suisun
Marsh.

(d) “CALFED” means the consortium of state and federal
agencies with management and regulatory responsibilities in the
San Francisco Bay/Sacramento-San Joaquin Delta Estuary.

(e) “CALFED Bay-Delta Program” means the undertaking by
CALFED to develop and implement, by means of the final
programmatic environmental impact statement/environmental
impact report, the preferred programs, actions, projects, and related
activities that will provide solutions to identified problem areas
related to the San Francisco Bay/Sacramento-San Joaquin Delta
Estuary ecosystem, including, but not limited to, the bay-delta and
its tributary watersheds.

(®) “Committee” means the Water Supply Reliability Finance
Committee created by Section 79782.

(g) “Delta” means the Sacramento-San Joaquin Delta as defined
in Section 12220.
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(h) “Department” means the Department of Water Resources.

(i) “Director” means the Director of Water Resources.

(j) “Disadvantaged community” means a community with a
median household income that is less than 80 percent of the
statewide average.

(k) “Fund” means the Reliable Water Supply Bond Fund of
2008 created by Section 79720.

() “Integrated regional water management plan” means a
comprehensive plan for a defined geographic area, the specific
development and content of which shall be defined by guidelines
adopted by the department. At a minimum, an integrated regional
water management plan describes the major water-related
objectives and conflicts within a region, considers a broad variety
of water management strategies, and identifies the appropriate
combination of water demand and supply management alternatives,
water quality protections, and environmental stewardship actions
to provide long-term, reliable, and high-quality water supplies and
to protect the environment at the lowest reasonable cost and with
the highest possible benefits to the environment and to water users.

(m) “Nonprofit organization” means an organization qualified
to do business in California and qualified under Section 501(c) (3)
of Title 26 of the Unlted States Internal Revenue Code.

(n) “Public agency” means a state agency or department, district,
joint powers authority, city, county, city and county, or other
political subdivision of the state.

(o) “Secretary” means the Secretary of the Resources Agency.

(p) “State General Obligation Bond Law” means the State
General Obligation Bond Law (Chapter 4 (commencing with
Section 16720) of Part 3 of Division 4 of Title 2 of the Government
Code).

CHAPTER 3. GENERAL PROVISIONS

79710. An amount that equals not more than 5 percent of the
funds allocated for a grant program pursuant to this division may
be used to pay the costs to administer that program.

79711. Chapter 3.5 (commencing with Section 11340) of Part
1 of Division 3 of Title 2 of the Government Code does not apply
to the development or implementation of programs or projects
authorized or funded under this division.
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79712. (a) Prior to disbursing grants pursuant to this division,
the department shall develop project solicitation and evaluation
guidelines. The guidelines may include a limitation on the dollar
amount of grants to be awarded.

(b) Prior to disbursing grants, the department shall conduct two
public meetings to consider public comments prior to finalizing
the guidelines. The department shall publish the draft solicitation
and evaltation guidelines on its Internet Web site at least 30 days
before the public meetings. One meeting shall be conducted at a
location in northern California and one meeting shall be conducted
at a location in southern California. Upon adoption, the department
shall transmit copies of the guidelines to the fiscal committees and
the appropriate policy committees of the Legislature.

79713. ltis the intent of the people that the investment of public
funds pursuant to this division should result in public benefits.

CHAPTER 4. RELIABLE WATER SurpLY BoND FUND OF 2008

79720. The proceeds of bonds issued and sold pursuant to this
division shall be deposited in the Reliable Water Supply Bond
Fund of 2008, which is hereby created.

CHAPTER 5. DELTA SUSTAINABILITY

79730. (a) The Bay-Delta Estuary is a unique and irreplaceable
combination of environmental and economic resources. Current
management and use of the delta is not sustainable, and results in
a high level of conflict among various interests. Future delta
sustainability is threatened by changing hydrology, climate change,
flood risk, seismic events, nonnative species, toxics, and other
environmental problems. Future management of the delta must
improve delta ecosystem health and improve the means of delta
water conveyance in order to protect drinking water quality,
improve water supply reliability, restore ecosystem health, and
preserve sustainable agricultural and recreational values in the
delta. Many sources of funding will be needed to implement
improved delta management.

(b) This chapter provides state funding for public benefits
associated with projects needed to assist in the delta’s sustainability
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as a vital resource for fish, wildlife, water quality, water supply,
agriculture, and recreation.

(c) It is the intent of the Legislature that the department
implement, pursuant to current authority and the recommendations
of the Bay Delta Conservation Plan and the Blue Ribbon Task
Force established by Executive Order S-17-06, a comprehensive
delta sustainability program, including both water conveyance and
ecosystem improvements, that meets the following criteria:

(1) Reduces impacts to native fish caused by the operation of
the export pumps and improves the operational flexibility and
ability of the State Water Project and the Central Valley Project
to provide the benefits described by this subdivision.

(2) Provides conditions that will allow for habitat improvements
for fish and wildlife in the delta.

(3) Provides improved water supply reliability and conveyance
for the State Water Project and the Central Valley Project and for
market water transfers.

(4) Reduces the quantity of bromide, total organic carbon, and
total dissolved solids in the water pumped at the Harvey O. Banks
and C.W. “Bill” Jones pumping plants to protect the public health
and improves the ability of the State Water Project and the Central
Valley Project to manage salinity.

(5) Reduces vulnerability to seismic events in or near the delta
and provides flexibility to manage uncertainties associated with
climate change and future fishery needs.

(d) Funds provided by this chapter may not be expended for the
design or construction of delta water transfer facilities.

79731. The sum of two billion four hundred million dollars
(5$2,400,000,000) shall be available for appropriation by the
Legislature from the fund to the department for grants and direct
expenditure, as follows:

(a) One billion dollars (§1,000,000,000) for projects to do any
of the following:

(1) Ensure that urban and agricultural water supplies derived
from the delta, including water supplies used within the delta to
support beneficial uses, are not disrupted because of catastrophic
failures of delta levees resulting from earthquakes, floods, land
sinking, rising ocean levels, or other forces.

(2) Improve the quality of drinking water derived from the delta.
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(3) Physical improvements or other actions to create waterflow
conditions within the delta to provide adequate habitat for native
fish and wildlife.

(4) Create sustainable land use patterns and flood structures in
the delta.

(5) Protect transportation and other vital infrastructure in and
around the delta.

(6) Facilitate other projects that provide public benefits and
support delta sustainability options approved by the Legislature,
including costs associated with planning, monitoring, and design
of alternatives, and project modifications and adaptations necessary
to achieve the goals of this paragraph.

(b) One billion four hundred million dollars ($1,400,000,000)
for projects to protect and enhance the sustainability of the delta
ecosystem, including any of the following:

(1) Projects for the development and implementation of the Bay
Delta Conservation Plan and projects that are consistent with the
findings of the Blue Ribbon Task Force established by Executive
Order S-17-06. The plan shall identify projects for the enhancement
and sustainability of selected fish species and shall be developed
to meet the requirements of Chapter 10 (commencing with Section
2800) of Division 3 of the Fish and Game Code. The projects shall
be implemented through a cooperative effort among regulatory
agencies, regulated and potentially regulated entities, and affected
parties, including state and federal water contractors. These funds
may be expended for the preparation of environmental
documentation and environmental compliance, and for
implementing projects identified in the plan.

(2) Other projects to protect and restore native fish and wildlife
dependent on the delta ecosystem, including the removal or
reduction of undesirable invasive species.

(3) Projects to reduce greenhouse gas emissions from exposed
delta soils.

(c) Expenditure of any portion of the funds provided pursuant
to this chapter is contingent on the adoption of a comprehensive
plan for delta sustainability.
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CHAPTER 6. WATER SuppLY RELIABILITY

79760. The sum of two billion dollars ($2,000,000,000) shall
be available for appropriation by the Legislature from the fund to
the department for competitive grants for water supply reliability
in accordance with this chapter.

79761. (a) Except as provided in subdivision (g), the
department shall award grants to eligible projects that are consistent
with an adopted integrated regional water management plan.

(b) An urban water supplier that does not prepare, adopt, and
submit its urban water management plan in accordance with the
Urban Water Management Planning Act (Part 2.6 (commencing
with Section 10610) of Division 6) is ineligible to receive funds
made available pursuant to this chapter until the urban water
management plan is prepared and submitted in accordance with
the requirements of that act.

(c) For the purposes of awarding a grant under this chapter, the
department shall require a cost share of not less than 50 percent
of project costs.

(d) Eligible projects include all of the following:

(1) Agricultural and urban water use efficiency implementation
projects, as well as feasibility studies, technical assistance,
education, and public outreach, and projects that result in water
savings, increased instream flow, improved water quality, or
increased energy efficiency.

(2) Recycling, reclamation, desalination, and associated
facilities, including distributions systems.

(3) Groundwater and surface storage projects, and conjunctive
use and reservoir reoperations projects.

(4) Groundwater contamination prevention, cleanup, and
treatment, and other water quality projects necessary to protect
existing or potential water supplies.

(5) Other projects that improve water supply reliability or
improve the supply and delivery of safe drinking water.

(e) Eligible applicants are public agencies, public utilities, and
mutual water companies. To be eligible for funding under this
chapter, projects proposed by public utilities that are regulated by
the Public Utilities Commission and mutual water companies shall
have a clear and definite public purpose and shall benefit the
customers of those respective water systems.
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(f) Funds made available by this chapter shall be allocated
pursuant to the following regional distribution based on hydrologic
regions and subregions identified in the California Water Plan:

(1) North Coast $70,000,000
(2) San Francisco Bay $240,000,000
(3) Central Coast $95,000,000
(4) Los Angeles subregion $369,000,000
(5) Santa Ana subregion $200,000,000
(6) San Diego subregion $161,000,000
(7) Sacramento River $131,000,000
(8) San Joaquin River $103,000,000
(9) Tulare/Kern $109,000,000
(10) North/South Lahonton $53,000,000
(11) Colorado River Basin $69,000,000
(12) Interregional $400,000,000

(g) Interregional funds may be expended directly or granted by
the department to address multiregional needs or statewide
priorities, including, but not limited to, any of the following:

(1) Investing in new water technology development and
deployment.

(2) Meeting state water recycling goals.

(3) Adapting to climate change impacts.

(4) Reducing contributions to climate change.

(5) Other projects to improve statewide water management
systems.

CHAPTER 7. RESOURCE STEWARDSHIP AND ENVIRONMENTAL
RESTORATION PROGRAM

79770. The sum of one billion dollars ($1,000,000,000) shall
be available for appropriation by the Legislature from the fund to
the secretary for expenditures and grants for resource stewardship,
ecosystem restoration, urban watershed, and stormwater
management projects, including, but not limited to, all of the
following watersheds:

(a) The San Joaquin River system.

(b) The Sacramento River corridor.

(c) The Salton Sea watersheds.
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(d) The Los Angeles River watershed.
(e) The San Gabriel River watershed.
(f) The Santa Ana River watershed.
(g) The Klamath River watershed.

(h) North coast watersheds.

(1) San Francisco Bay watersheds.

() Central coast watersheds.

(k) South coast watersheds.

() Lake Tahoe Basin.

(m) Kern River and Tulare Basin.

CHAPTER 8. GROUNDWATER PROTECTION

79775. The sum of four hundred million dollars ($400,000,000)
shall be available for appropriation by the Legislature for
expenditures, grants, and loans for projects to prevent or reduce
the contamination of groundwater that serves as a source of
drinking water. Funds appropriated by this chapter shall be
available for projects necessary to protect public health by
preventing or reducing the contamination of groundwater that
serves as a major source of drinking water for a community.

(a) Projects shall be prioritized based upon the following criteria:

(1) The threat posed by groundwater contamination to the
affected community’s overall drinking water supplies, including
the need for treatment of alternative supplies if groundwater is not
available due to contamination.

(2) The potential for groundwater contamination to spread and
reduce drinking water supply and water storage for nearby
population areas.

(3) The potential of the project, if fully implemented, to enhance
local water supply reliability.

(4) The potential of the project to increase opportunities for
groundwater recharge and optimization of groundwater supplies.

(b) The board shall give additional consideration to projects
that meet any of the following criteria: ,

(1) The project is implemented pursuant to a comprehensive
basin-wide groundwater quality management and remediation plan
or is necessary to develop a comprehensive groundwater plan.
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(2) Affected groundwater provides a local supply that, if
contaminated and not remediated, will require import of additional
water from outside the region.

(3) The project will serve an economically disadvantaged
community.

(c) The Legislature, by statute, shall establish both of the
following:

(1) Requirements for repayment of grant funds in the event of
cost recovery from parties responsible for the groundwater
contamination.

(2) Requirements for recipients of grants to make reasonable
efforts to recover costs from parties responsible for groundwater
contamination.

CHAPTER 9. FiscaL Provisions

79780. (a) Bonds in the total amount of five billion eight
hundred million dollars ($5,800,000,000), not including the amount
of any refunding bonds issued in accordance with Section 79792,
or so much thereof as is necessary, may be issued and sold to
provide a fund to be used for carrying out the purposes expressed
in this division and to reimburse the General Obligation Bond
Expense Revolving Fund pursuant to Section 16724.5 of the
Government Code. The bonds, when sold, shall be and constitute
valid and binding obligations of the State of California, and the
full faith and credit of the State of California is hereby pledged
for the punctual payment of both the principal of, and interest on,
the bonds as the principal and interest become due and payable.

(b) The Treasurer shall sell the bonds authorized by the
committee pursuant to this section. The bonds shall be sold upon
the terms and conditions specified in a resolution to be adopted
by the committee pursuant to Section 16731 of the Government
Code.

79781. The bonds authorized by this division shall be prepared,
executed, issued, sold, paid, and redeemed as provided in the State
General Obligation Bond Law, and all of the provisions of that
law apply to the bonds and to this division and are hereby
incorporated in this division as though set forth in full in this
division, except Section 16727 of the Government Code shall not
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apply to the extent that it is inconsistent with any other provision
of this division.

79782. (a) Solely for the purpose of authorizing the issuance
and sale, pursuant to the State General Obligation Bond Law, of
the bonds authorized by this division, the Reliable Water Supply
Finance Committee is hereby created. For purposes of this division,
the Reliable Water Supply Finance Committee is “the committee”
as that term is used in the State General Obligation Bond Law.

(b) The committee consists of the Director of Finance, the
Treasurer, the Controller, the Director of Water Resources, and
the Secretary for the Resources Agency. Notwithstanding any other
provision of law, any member may designate a deputy to act as
that member in his or her place for all purposes, as though the
member were personally present.

(c) The Treasurer shall serve as chairperson of the committee.

(d) A majority of the members of the committee shall constitute
a quorum of the committee, and may act for the committee.

79783. The committee shall determine whether or not it is
necessary or desirable to issue bonds authorized pursuant to this
division to carry out the actions specified in this division and, if
s0, the amount of bonds to be issued and sold. Successive issues
of bonds may be authorized and sold to carry out those actions
progressively, and it is not necessary that all of the bonds
authorized to be issued be sold at any one time.

79784. “Board,” as defined in Section 16722 of the Government
Code for the purposes of compliance with the State General
Obligation Bond Law, means the department.

79785. There shall be collected each year and in the same
manner and at the same time as other state revenue is collected,
in addition to the ordinary revenues of the state, a sum in an amount
required to pay the principal of, and interest on, the bonds each
year, and it is the duty of all officers charged by law with any duty
in regard to the collection of the revenue to do and perform each
and every act which is necessary to collect that additional sum.

79786. Notwithstanding Section 13340 of the Government
Code, there is hereby appropriated from the General Fund in the
State Treasury, for the purposes of this division, an amount that
will equal the total of the following:
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(a) The sum annually necessary to pay the principal of, and
interest on, bonds issued and sold pursuant to this division, as the
principal and interest become due and payable.

(b) The sum that is necessary to carry out the provisions of
Section 79789, appropriated without regard to fiscal years.

79787. The board may request the Pooled Money Investment
Board to make a loan from the Pooled Money Investment Account
in accordance with Section 16312 of the Government Code for the
purpose of carrying out this division. The amount of the request
shall not exceed the amount of the unsold bonds that the committee
has, by resolution, authorized to be sold for the purpose of carrying
out this division. The board shall execute those documents required
by the Pooled Money Investment Board to obtain and repay the
loan. Any amounts loaned shall be deposited in the fund to be
allocated in accordance with this division.

79788. Notwithstanding any other provision of this division,
or of the State General Obligation Bond Law, if the Treasurer sells
bonds that include a bond counsel opinion to the effect that the
interest on the bonds is excluded from gross income for federal
tax purposes under designated conditions, the Treasurer may
maintain separate accounts for the bond proceeds invested and for
the investment earnings on those proceeds, and may use or direct
the use of those proceeds or earnings to pay any rebate, penalty,
or other payment required under federal law or take any other
action with respect to the investment and use of those bond
proceeds, as may be required or desirable under federal law in
order to maintain the tax-exempt status of those bonds and to obtain
any other advantage under federal law on behalf of the funds of
this state.

79789. For the purposes of carrying out this division, the
Director of Finance may authorize the withdrawal from the General
Fund of an amount or amounts not to exceed the amount of the
unsold bonds that have been authorized by the committee to be
sold for the purpose of carrying out this division. Any amounts
withdrawn shall be deposited in the fund. Any money made
available under this section shall be returned to the General Fund,
with interest at the rate earned by the money in the Pooled Money
Investment Account, from proceeds received from the sale of bonds
for the purpose of carrying out this division.
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79790. All money deposited in the fund that is derived from
premium and accrued interest on bonds sold pursuant to this
division shall be reserved in the fund and shall be available for
transfer to the General Fund as a credit to expenditures for bond
interest.

79791. Pursuant to Chapter 4 (commencing with Section
16720) of Part 3 of Division 4 of Title 2 of the Government Code,
the cost of bond issuance shall be paid out of the bond proceeds.
These costs shall be shared proportionately by each program funded
through this division.

79792. The bonds issued and sold pursuant to this division
may be refunded in accordance with Article 6 (commencing with
Section 16780) of Chapter 4 of Part 3 of Division 4 of Title 2 of
the Government Code, which is a part of the State General
Obligation Bond Law. Approval by the electors of the state for the
issuance of the bonds under this division shall include approval
of the issuance of any bonds issued to refund any bonds originally
issued under this division or any previously issued refunding bonds.

79793. The Legislature hereby finds and declares that,
inasmuch as the proceeds from the sale of bonds authorized by
this division are not “proceeds of taxes” as that term is used in
Article XIII B of the California Constitution, the disbursement of
these proceeds is not subject to the limitations imposed by that
article.

SEC. 2. The Secretary of State shall submit Section 1 of this
act to the voters at the February 5, 2008, statewide primary election
in accordance with the provisions of the Government Code and
the Elections Code governing the submission of a statewide
measure to the voters.

SEC. 3. (a) Notwithstanding any other provision of law, with
respect to the Water Supply Reliability Bond Act of 2008, as set
forth in Section 1 of this act, all ballots of the February 5, 2008,
statewide primary election shall have printed therecon and in a
square thereof, exclusively, the words: “Water Supply Reliability
Bond Act of 2008” and in the same square under those words, the
following in 8-point type:

“This act will provide financing for projects to protect
California’s drinking water supply from natural disasters and
improve water supply reliability and safe drinking water in every
region of the state by authorizing a $5.8 billion dollar bond act.”
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(b) Opposite the square, there shall be left spaces in which the
voters may place a cross in the manner required by law to indicate
whether they vote for or against the act.

(c) Where the voting in the election is done by means of voting
machines used pursuant to law in the manner that carries out the
intent of this section, the use of the voting machines and the
expression of the voters’ choices by means thereof are in
compliaice with this section.

SEC. 4. Section 1 of this act shall take effect only upon the
approval by the voters of the Water Supply Reliability Bond Act
of 2008, as set forth in that section.

SEC. 5. This act is an urgency statute necessary for the
immediate preservation of the public peace, health, or safety within
the meaning of Article IV of the Constitution and shall go into
immediate effect. The facts constituting the necessity are:

In order to finance a critical water supply reliability and
environmental restoration program as soon as possible, it is
necessary that this act take effect immediately.
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CALIFORNIA LEGISLATURE—2007—08 SECOND EXTRAORDINARY SESSION

SENATE BILL No. 3

Introduced by Senators Cogdill and Ackerman

September 19, 2007

An act to add Division 26.7 (commencing with Section 79700) to
the Water Code, relating to financing a water supply reliability and
environmental restoration program, by providing the funds necessary
therefor through an election for the issuance and sale of bonds of the
State of California and for the handling and disposition of those funds.

LEGISLATIVE COUNSEL’S DIGEST

SB 3, as introduced, Cogdill. Water Supply Reliability Bond Act of
2008.

Under existing law, various measures have been approved by the
voters to provide funds for water protection, facilities, and programs.

This bill would enact the Water Supply Reliability Bond Act of 2008
which, if approved by the voters, would authorize, for the purposes of
financing a specified water supply reliability and environmental
restoration program, the issuance of bonds in the amount of
$9,085,000,000 pursuant to the State General Obligation Bond Law.

The bill would provide for submission of the bond act to the voters
at the November 4, 2008, statewide general election.

Vote: %. Appropriation: no. Fiscal committee: yes.
State-mandated local program: no.

The people of the State of California do enact as follows:

1 SECTION 1. Division 26.7 (commencing with Section 79700)
2 is added to the Water Code, to read:

Corrected 9-21-07—See last page. 99
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DIVISION 26.7. WATER SUPPLY RELIABILITY BOND
ACT OF 2008

CHAPTER 1. SHORT TITLE

79700. This division shall be known and may be cited as the
Water Supply Reliability Bond Act of 2008.

CHAPTER 2. DEFINITIONS

79702. Unless the context otherwise requires, the definitions
set forth in this section govern the construction of this division, as
follows:

(a) “Bay Delta Conservation Plan” means the conservation
program prepared pursuant to the “Planning Agreement regarding
the Bay Delta Conservation Plan” dated October 6, 2006.

(b) “Bay-Delta Estuary” means the delta, Suisun Bay, and
Suisun Marsh.

(c) “CALFED Bay-Delta Program” means the program
described in the Record of Decision dated August 28, 2000.

(d) “Committee” means the Water Supply Reliability Finance
Committee created by Section 79782.

(e) “Delta” means the Sacramento-San Joaquin Delta as defined
in Section 12220.

(f) “Department” means the Department of Water Resources.

(g) “Director” means the Director of Water Resources.

(h) “Fund” means the Reliable Water Supply Bond Fund of
2008 created by Section 79720.

(1) “Integrated regional water management plan” means a
comprehensive plan for a defined geographic area, the content of
which shall be consistent with guidelines adopted by the
department. At a minimum, an integrated regional water
management plan describes the major water-related objectives and
conflicts within a region, considers a broad variety of water
management strategies, and identifies the appropriate combination
of water demand and supply management alternatives, water
quality protections, and environmental stewardship actions to
provide long-term, reliable, and high-quality water supplies and
to protect the environment.
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(J) “Nonprofit organization” means an organization qualified
to do business in California and qualified under Section 501(c)(3)
of Title 26 of the United States Internal Revenue Code.

(k) “Public agency” means a state agency or department, district,
joint powers authority, city, county, city and county, or other
political subdivision of the state.

() “Secretary” means the Secretary of the Resources Agency.

(m) “State General Obligation Bond Law” means the State
General Obligation Bond Law (Chapter 4 (commencing with
Section 16720) of Part 3 of Division 4 of Title 2 of the Government
Code).

CHAPTER 3. GENERAL PROVISIONS

79710. An amount that equals not more than 5 percent of the
funds allocated for a grant program pursuant to this division may
be used to pay the costs to administer that program.

79711. Chapter 3.5 (commencing with Section 11340) of Part
1 of Division 3 of Title 2 of the Government Code does not apply
to the development or implementation of programs or projects
authorized or funded under this division.

79712. (a) Prior to disbursing grants pursuant to this division,
any state agency or department that is required to administer a
grant program under this division shall develop project solicitation
and evaluation guidelines. The guidelines may include a limitation
on the dollar amount of grants to be awarded.

(b) The state agency or department shall conduct two public
meetings to consider public comments prior to finalizing the
guidelines. The state agency or department shall publish the draft
solicitation and evaluation guidelines on its Internet Web site at
least 30 days before the public meetings. One meeting shall be
conducted at a location in northern California and one meeting
shall be conducted at a location in southern California.

(c) Upon adoption, the state agency or department shall transmit
copies of the guidelines to the fiscal committees and the appropriate
policy committees of the Legislature.

79713. Nothing in this division shall be construed to diminish,
impair, or otherwise affect any area of origin, watershed of origin,
county of origin, or any other water rights protections provided
under the law.
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CHAPTER 4. RELIABLE WATER SupPLY BoND FUND OF 2008

79720. The proceeds of bonds issued and sold pursuant to this
division shall be deposited in the Reliable Water Supply Bond
Fund of 2008, which is hereby created.

CHAPTER 5. DELTA SUSTAINABILITY

79730. (a) The Bay-Delta Estuary is a unique and irreplaceable
combination of environmental and economic resources. Current
management and use of the delta is not sustainable, and results in
a high level of conflict among various interests. Future delta
sustainability is threatened by changing hydrology, flood risk,
seismic events, nonnative species, toxics, and other environmental
problems. Future management of the delta must improve delta
ecosystem health and improve the means of delta water conveyance
in order to protect drinking water quality, improve water supply
and water supply reliability, restore ecosystem health, and preserve
agricultural and recreational values in the delta. Many sources of
funding will be needed to implement improved delta management.

(b) This chapter provides state funding for public benefits
associated with projects needed to assist in the delta’s sustainability
as a vital resource for fish, wildlife, water quality, water supply,
agriculture, and recreation.

(c) The Legislature hereby directs the department to implement,
as part of a comprehensive delta package, improvements in delta
water conveyance and delta ecosystem health, taking into
consideration any recommendations of the Blue Ribbon Task Force
established by Executive Order S-17-06 and the Bay Delta
Conservation Plan. The improvements shall meet the following
criteria:

(1) Reduce impacts to native fish caused by operation of the
export pumps for the State Water Project and the Central Valley
Project.

(2) Provide conditions that will allow for habitat improvements
for fish and wildlife in the delta.

(3) Provide improved water supply and water supply reliability
for the State Water Project and the Central Valley Project.

(4) Reduce the quantity of bromide, total organic carbon, and
chlorides in the water pumped at the Harvey O. Banks and C.W.
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“Bill” Jones pumping plants to protect the public health and
improve the ability of the State Water Project and the Central
Valley Project to manage salinity.

(5) Reduce vulnerability to seismic events in or near the delta,
and provide flexibility to manage uncertainties associated with
hydrologic changes and future fishery needs.

(6) Provide for conveyance of water deliveries for the State
Water Project and the Central Valley Project, as well as voluntary
market water transfers.

(7) Provide sufficient capacity to protect against future droughts
by conveying water during wet years to storage in reservoirs and
groundwater banks south of the delta for use during dry years.

(d) The costs for the design, construction, operation, and
maintenance of any conveyance facility shall be the responsibility
of the agencies that benefit from its design, construction, operation,
and maintenance, including State Water Project and Central Valley
Project contractors.

(e) This section shall not be amended or repealed unless
approved by the Legislature with two-thirds of the members of
each house voting in favor thereof,

79731. The sum of one billion nine hundred million dollars
($1,900,000,000) shall be available for appropriation by the
Legislature from the fund to the department for grants and direct
expenditure, as follows:

(a) Five hundred million dollars ($500,000,000) for projects to
do any of the following:

(1) Ensure that urban and agricultural water supplies derived
from the delta, including water supplies used within the delta to
support beneficial uses, are not disrupted because of catastrophic
failures of delta levees resulting from earthquakes, floods, land
sinking, rising ocean levels, or other forces.

(2) Improve the quality of drinking water derived from the delta.

(3) Provide physical improvements or other actions to create
water flow conditions within the delta to improve habitat for native
fish and wildlife. ,

(4) Protect transportation and other vital infrastructure in and
around the delta.

(5) Facilitate other capital projects that provide public benefits
and support delta sustainability options, including projects
associated with planning, monitoring and design of alternatives,
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and project modifications and adaptations necessary to achieve
the goals of this paragraph.

(b) One billion four hundred million dollars ($1,400,000,000)
for projects to protect and enhance the sustainability of the delta
ecosystem, including any of the following:

(1) Projects for the development and implementation of a Bay
Delta Conservation Plan and projects that are consistent with the
findings of the Blue Ribbon Task Force established by Executive
Order S-17-06. The projects shall be implemented through a
cooperative effort among regulatory agencies, regulated and
potentially regulated entities, and affected parties, including state
and federal water contractors. These funds may be expended for
the preparation of environmental documentation and environmental
compliance, and for implementing projects identified in the plan.

(2) Other projects to protect and restore native fish and wildlife
dependent on the delta ecosystem, including the removal or
reduction of invasive plant and animal species, and the reduction
of toxic substances in delta waters that are harmful to native
species.

(c) Expenditure of any portion of the funds provided pursuant
to this chapter is contingent on the adoption and implementation
of a comprehensive plan for delta sustainability, including
improvements in conveyance within the delta and ecosystem health.

CHAPTER 6. WATER SUPPLY RELIABILITY

79760. The sum of one billion dollars ($1,000,000,000) shall
be available for appropriation by the Legislature from the fund to
the department for competitive grants to improve water supply
and water supply reliability, protect and improve water quality,
and protect the environment.

79761. (a) Except as provided in subdivision (g), the
department shall award grants to eligible projects that are consistent
with an adopted integrated regional water management plan.

(b) An urban water supplier that does not prepare, adopt, and
submit its urban water management plan in accordance with the
Urban Water Management Planning Act (Part 2.6 (commencing
with Section 10610) of Division 6) is ineligible to receive funds
made available pursuant to this chapter until the urban water
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management plan is prepared and submitted in accordance with
the requirements of that act.

(c) For the purposes of awarding a grant under this chapter, the
department shall require a cost share of not less than ___ percent
of project costs. The department may waive or reduce the
cost-sharing requirement for projects that directly benefit a
disadvaqtaged community, or rural or other economically distressed
area.

(d) Eligible projects include any of the following:

(1) Agricultural and urban water use efficiency implementation
projects that result in water savings, increased instream flow,
improved water quality, or increased energy efficiency.

(2) Recycling, reclamation, desalination, and associated
facilities, including distribution systems.

(3) Groundwater and surface storage projects, and conjunctive
use and reservoir reoperation projects.

(4) Groundwater contamination prevention, cleanup, and
treatment projects or other water quality projects necessary to
protect existing or potential water supplies.

(5) Planning and implementation of flood management
programs, including projects that use structural or nonstructural
means to address multipurpose objectives.

(6) Nonpoint source pollution reduction and stormwater capture,
storage, cleanup, treatment, and management.

(7) Water infrastructure reliability projects to prevent or reduce
water service interruptions due to natural or human made disasters.

(8) Other projects that improve water supply reliability or
improve the supply and delivery of safe drinking water.

(9) Planning and feasibility studies or technical assistance that
supports the objectives of the projects in this section.

(e) Eligible applicants are public agencies, public utilities, and
mutual water companies. To be eligible for funding under this
chapter, projects proposed by public utilities that are regulated by
the Public Utilities Commission and mutual water companies shall
have a clear and definite public purpose and shall benefit the
customers of those respective water systems.

(f) The funding provided in Section 79760 shall be allocated to
each hydrologic region as identified in the California Water Plan
in accordance with this subdivision. For the South Coast Region,
the department shall establish three funding areas that reflect the
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watersheds of San Diego County and southern Orange County,
the Santa Ana River watershed, and the Los Angeles and Ventura
County watersheds respectively, and allocate funds to those areas.
The North and South Lahontan hydrologic regions shall be treated
as one area for the purpose of allocating funds. The department
may recognize multiple integrated regional water management
plans in each of the areas allocated funding. Funds made available
by this chapter shall be allocated as follows:

(1) North Coast $45,000,000
(2) San Francisco Bay $107,500,000
(3) Central Coast $54,000,000
(4) Los Angeles/Ventura $155,500,000
(5) Santa Ana River $92,500,000
(6) San Diego/South Orange $78,500,000
(7) Sacramento River $67,500,000
(8) San Joaquin River $57,500,000
(9) Tulare/Kern (Tulare Lake) $59,000,000
(10) North/South Lahonton $38,500,000
(11) Colorado River Basin $44,500,000
(12) Interregional $200,000,000

(g) Interregional funds may be expended directly or granted by
the department to address multiregional needs or statewide
priorities, including, but not limited to, any of the following:

(1) Investing in new water technology development and
deployment.

(2) Meeting state water recycling goals.

(3) Adapting to changing hydrology.

(4) Independent science to support resources management.

(5) Other projects to improve statewide water management
systems, including projects identified in the CALFED Bay-Delta
Program Record of Decision or the California Water Plan update
that would make more efficient use of existing storage facilities
or local or regional surface storage projects.
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CHAPTER 7. WATER STORAGE DEVELOPMENT PROJECTS

79762. (a) For the purposes of this chapter, “account” means
the Water Storage Development Account created by subdivision
(b).

(b) The Water Storage Development Account is hereby created
in the fund.

(c) The sum of five billion six hundred million dollars
($5,600,000,000) is hereby transferred from the fund to the account.
Notwithstanding Section 13340 of the Government Code, the funds
in the account are hereby continuously appropriated to the
department, without regard to fiscal years, as follows:

(1) The sum of five billion one hundred million dollars
($5,100,000,000) for the design, acquisition, and construction of
surface water storage projects to finance the state’s cost share in
accordance with subdivision (b) of Section 79764. The following
surface water storage projects being investigated by the department
under the CALFED Bay-Delta Program are eligible for funding
pursuant to this chapter:

(A) Sites Reservoir located in the Counties of Colusa and Glenn,
as identified in the North-of-the-Delta Offstream Storage
Investigation Initial Alternatives Information Report, dated May
2006.

(B) Temperance Flat Reservoir located in the Counties of Fresno
and Madera, as identified in the Upper San Joaquin River Basin
Storage Investigation Initial Alternatives Information Report, dated
June 2005.

(C) Expansion of Los Vaqueros Reservoir located in the County
of Contra Costa, as identified in the Los Vaqueros Expansion
Investigation Initial Alternatives Information Report, dated
September 2005.

(2) Five hundred million dollars ($500,000,000) for grants and
expenditures for the planning, design, and construction of local
surface water storage projects, and projects described in Section
79766.

(d) This section shall not be amended or repealed unless
approved by the Legislature with two-thirds of the members of
each house voting in favor thereof.

79763. (a) Any new surface water storage projects constructed
with funds made available pursuant to paragraph (1) of subdivision
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(c) of Section 79762 shall be operated in conjunction with delta
conveyance improvements and other storage facilities to develop
greater and more diverse benefits and to offset the impacts of
changing hydrology and decreasing snow pack on California’s
water and flood management systems.

(b) To the extent feasible, surface water storage projects
constructed with funds made available pursuant to this chapter
shall be‘operated to provide water quality improvements for
disadvantaged communities, and rural and other economically
distressed areas, and to further the rights of areas of origin to
develop water resources for beneficial uses within the watersheds
of origin.

(c) The director shall approve both the operations plan and the
operations manager for any new surface water storage project
funded by this chapter.

(d) Both the operations plan and operations manager shall
represent and provide for the interests of all of the cost-sharing
partners of the project. The operations manager may be a local,
state, or federal agency, or other entity that is subject to the terms
of agreements developed by the cost-sharing partners.

79764. (a) Expenditure of any portion of the funds provided
pursuant to this chapter for any surface water storage project
described in paragraph (1) of subdivision (¢) of Section 79762 is
contingent upon all of the following:

(1) A finding by the director and the secretary that the project
is feasible, consistent with all applicable laws and regulations, and
will advance the objectives of the CALFED Bay-Delta Program.

(2) Development of a comprehensive financing plan for the
project that includes the state’s cost share for the project benefits
described in subdivision (b), any cost sharing by the federal
government for federal interests identified in the project, and any
other cost sharing by state or local public agencies or private
entities for water supply, power generation, or other benefits
generated by the project. The comprehensive financing plan shall
allocate all project costs among all project beneficiaries in relation
to the benefits received. The state’s cost share for the project
benefits shall not exceed 50 percent of the total project costs for
projects funded under this chapter.
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(3) Agreements with potential water users to contract and pay
for not less than 75 percent of the agricultural and urban water
supply benefits of the project.

(4) Prior to the receipt of funds pursuant to this section, local
cost-sharing requirements shall be met and provided by funds
derived from the respective local areas.

(b) Funds described in paragraph (1) of subdivision (¢) of
Section 79762 shall be available only to finance the portion of a
surface water storage project that provides any of the following
public benefits:

(1) Major ecosystem restoration, including improvements to
riverine ecosystems and fisheries habitat through flow, temperature,
diversion management, and mitigation of water supply losses
resulting from programs to restore or enhance fish or wildlife
resources.

(2) Water quality improvement of a major river or water body
that serves as a water supply source for more than one region of
the state and provides significant public trust resources.

(3) Flood control benefits, including, but not limited to, increases
in flood reservation space in existing reservoirs by exchange for
capacity in a new reservoir.

(4) Emergency response, including securing emergency water
supplies and flows for dilution and salinity repulsion following
natural disaster or acts of terrorism.

(5) Response to the effects of changing hydrology and
decreasing snow pack on California’s flood management systems.

(6) Recreational purposes, including, but not limited to, those
recreational pursuits generally associated with the out-of-doors,
such as camping, picnicking, fishing, hunting, wildlife viewing,
water contact sports, boatmg, and sightseeing, and the associated
facilities of campgrounds picnic areas, water and sanitary facilities,
parking areas, view points, boat launching ramps, and any others
necessary to make project land and water areas available for use
by the public.

(c) The expenditure of funds described in paragraph (1) of
subdivision (c) of Section 79762 shall be prioritized based upon
the expected return for public investment as measured by the
magnitude and diversity of benefits pursuant to subdivision (b)
that would be provided by the proposed expenditure. For the
purposes of carrying out this subdivision, the department shall
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consult with the Department of Fish and Game, the State Water
Resources Control Board, the California regional water quality
control boards, the State Department of Public Health, the
Department of Parks and Recreation, the California Bay-Delta
Authority or its successor, and other relevant state agencies.

79765. Any surface water storage facility constructed with
funds made available pursuant to this chapter shall be made a part
of the State Water Resources Development System, and shall be
acquired, constructed, operated, and maintained pursuant to Part
3 (commencing with Section 11100) of Division 6.

79766. (a) Locally managed conjunctive use and groundwater
storage projects and projects that improve the efficiency or
reliability of existing surface storage facilities funded pursuant to
this chapter shall be consistent with an adopted integrated regional
water management plan, and provide one or more of the following
benefits:

(1) Improvements in regional or interregional water supply
reliability.

(2) Mitigation of conditions of groundwater overdraft, saline
water intrusion, groundwater quality degradation, or subsidence.

(3) Adaptation to the impacts of hydrologic changes.

(4) Improved water security from drought, natural disasters, or
other events that could interrupt imported water supplies.

(b) The department shall allocate grants as follows:

(1) Not less than 20 percent shall be allocated to the combined
North Coast, San Francisco Bay, Sacramento River, and North
Lahontan hydrologic regions as identified in the California Water
Plan.

(2) Not less than 20 percent shall be allocated to the combined
Central Coast, San Joaquin River, Tulare Lake, and South Lahontan
hydrologic regions as identified in the California Water Plan.

(3) Not less than 20 percent shall be allocated to the combined
South Coast and Colorado River hydrologic regions as identified
in the California Water Plan.

(c) Not more than 10 percent of the funds provided for locally
managed conjunctive use and groundwater storage projects
pursuant to this chapter may be used for grants and expenditures
for planning, investigations, studies, and monitoring that lead to
improved groundwater management.
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(d) For the purposes of awarding a grant pursuant to this chapter,
the department shall require cost sharing from nonstate sources of
not less than __ percent of project costs. The department may
waive or reduce the cost-sharing requirement for projects that
directly benefit disadvantaged communities or other economically
distressed areas.

CHAPTER 8. RESOURCE STEWARDSHIP AND ENVIRONMENTAL
RESTORATION PROGRAM

79775. The sum of five hundred million dollars ($500,000,000)
shall be available for appropriation by the Legislature from the
fund to the secretary for expenditures and grants for resource
stewardship, ecosystem restoration, urban watershed, and
stormwater management projects, including, but not limited to, all
of the following watersheds:

(a) The San Joaquin River system.

(b) The Sacramento River corridor.

(c) The Salton Sea watersheds.

(d) The Los Angeles River watershed.

(e) The San Gabriel River watershed.

(f) The Santa Ana River watershed.

(g) The Klamath River watershed.

(h) North coast watersheds.

(1) San Francisco Bay watersheds.

(j) Central coast watersheds.

(k) South coast watersheds.

(/) The Lake Tahoe basin.

(m) The Tulare Lake and Kern River watershed.

79776. (a) The sum of eighty-five million dollars
($85,000,000) shall be available for appropriation by the
Legislature from the fund to the Department of Fish and Game for
expenditures and grants to protect the delta ecosystem and the
state’s water supply from invasive species including, but not limited
to, asiatic clams, zebra mussels, quagga mussels, and New Zealand
mud snails.

(b) At least fifty million dollars ($50,000,000) of the funds
provided pursuant to subdivision (a) shall be used for grants to
public agencies, including water: agencies, to pay for cap1ta1
expenditures associated with the control of invasive species,

99




7))
=
w

OO ~1IN N L~

— 14—

including but not limited to, chlorination facilities, habitat
modifications, and monitoring equipment. The Department of Fish
and Game shall administer the grant program.

79777. The sum of dollars ($ ) shall be available to
the department for the development, rehabilitation, acquisition,
and restoration costs related to providing public access to recreation
and fish and wildlife resources in connection with state water
project obligations pursuant to Section 11912,

CHAPTER 9. Fiscar Provisions

79780. (a) Bonds in the total amount of nine billion eighty-five
million dollars (§9,085,000,000), not including the amount of any
refunding bonds issued in accordance with Section 79792, or so
much thereof as is necessary, may be issued and sold to provide
a fund to be used for carrying out the purposes expressed in this
division and to reimburse the General Obligation Bond Expense
Revolving Fund pursuant to Section 16724.5 of the Government
Code. The bonds, when sold, shall be and constitute valid and
binding obligations of the State of California, and the full faith
and credit of the State of California is hereby pledged for the
punctual payment of both the principal of, and interest on, the
bonds as the principal and interest become due and payable.

(b) The Treasurer shall sell the bonds authorized by the
committee pursuant to this section. The bonds shall be sold upon
the terms and conditions specified in a resolution to be adopted
by the committee pursuant to Section 16731 of the Government
Code.

79781. The bonds authorized by this division shall be prepared,
executed, issued, sold, paid, and redeemed as provided in the State
General Obligation Bond Law, and all of the provisions of that
law apply to the bonds and to this division and are hereby
incorporated in this division as though set forth in full in this
division, except Section 16727 of the Government Code shall not
apply to the extent that it is inconsistent with any other provision
of this division.

79782. (a) Solely for the purpose of authorizing the issuance
and sale, pursuant to the State General Obligation Bond Law, of
the bonds authorized by this division, the Reliable Water Supply
Finance Committee is hereby created. For purposes of this division,
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the Reliable Water Supply Finance Committee is “the committee”
as that term is used in the State General Obligation Bond Law.

(b) The committee consists of the Director of Finance, the
Treasurer, the Controller, the Director of Water Resources, and
the Secretary for the Resources Agency. Notwithstanding any other
provision of law, any member may designate a deputy to act as
that member in his or her place for all purposes, as though the
member ‘Wwere personally present.

(c) The Treasurer shall serve as chairperson of the committee.

(d) A majority of the members of the committee shall constitute
a quorum of the committee, and may act for the committee.

79783. The committee shall determine whether or not it is
necessary or desirable to issue bonds authorized pursuant to this
division to carry out the actions specified in this division and, if
so, the amount of bonds to be issued and sold. Successive issues
of bonds may be authorized and sold to carry out those actions
progressively, and it is not necessary that all of the bonds
authorized to be issued be sold at any one time.

79784. “Board,” as defined in Section 16722 of the Government
Code for the purposes of compliance with the State General
Obligation Bond Law, means the department.

79785. There shall be collected each year and in the same
manner and at the same time as other state revenue is collected,
in addition to the ordinary revenues of the state, a sum in an amount
required to pay the principal of, and interest on, the bonds each
year, and it is the duty of all officers charged by law with any duty
in regard to the collection of the revenue to do and perform each
and every act which is necessary to collect that additional sum.

79786. Notwithstanding Section 13340 of the Government
Code, there is hereby appropriated from the General Fund in the
State Treasury, for the purposes of this division, an amount that
will equal the total of the following:

(a) The sum annually necessary to pay the principal of, and
interest on, bonds issued and sold pursuant to this division, as the
principal and interest become due and payable.

(b) The sum that is necessary to carry out the provisions of
Section 79789, appropriated without regard to fiscal years.

79787. The board may request the Pooled Money Investment
Board to make a loan from the Pooled Money Investment Account
in accordance with Section 16312 of the Government Code for the
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purpose of carrying out this division. The amount of the request
shall not exceed the amount of the unsold bonds that the committee
has, by resolution, authorized to be sold for the purpose of carrying
out this division. The board shall execute those documents required
by the Pooled Money Investment Board to obtain and repay the
loan. Any amounts loaned shall be deposited in the fund to be
allocated in accordance with this division.

79788. Notwithstanding any other provision of this division,
or of the State General Obligation Bond Law, if the Treasurer sells
bonds that include a bond counsel opinion to the effect that the
interest on the bonds is excluded from gross income for federal
tax purposes under designated conditions, the Treasurer may
maintain separate accounts for the bond proceeds invested and for
the investment earnings on those proceeds, and may use or direct
the use of those proceeds or earnings to pay any rebate, penalty,
or other payment required under federal law or take any other
action with respect to the investment and use of those bond
proceeds, as may be required or desirable under federal law in
order to maintain the tax-exempt status of those bonds and to obtain
any other advantage under federal law on behalf of the funds of
this state.

79789. For the purposes of carrying out this division, the
Director of Finance may authorize the withdrawal from the General
Fund of an amount or amounts not to exceed the amount of the
unsold bonds that have been authorized by the committee to be
sold for the purpose of carrying out this division. Any amounts
withdrawn shall be deposited in the fund. Any money made
available under this section shall be returned to the General Fund,
with interest at the rate earned by the money in the Pooled Money
Investment Account, from proceeds received from the sale of bonds
for the purpose of carrying out this division.

79790. All money deposited in the fund that is derived from
premiums and accrued interest on bonds sold pursuant to this
division shall be reserved in the fund and shall be available for
transfer to the General Fund as a credit to expenditures for bond
interest.

79791. Pursuant to Chapter 4 (commencing with Section
16720) of Part 3 of Division 4 of Title 2 of the Government Code,
the cost of bond issuance shall be paid out of the bond proceeds.
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These costs shall be shared proportionately by each program funded
through this division.

79792. The bonds issued and sold pursuant to this division
may be refunded in accordance with Article 6 (commencing with
Section 16780) of Chapter 4 of Part 3 of Division 4 of Title 2 of
the Government Code, which is a part of the State General
Obligation Bond Law. Approval by the electors of the state for the
issuance'of the bonds under this division shall include approval
of the issuance of any bonds issued to refund any bonds originally
issued under this division or any previously issued refunding bonds.

79793. The Legislature hereby finds and declares that,
inasmuch as the proceeds from the sale of bonds authorized by
this division are not “proceeds of taxes” as that term is used in
Article XIII B of the California Constitution, the disbursement of
these proceeds is not subject to the limitations imposed by that
article.

79794. (a) Subsequent to the expenditure of any proceeds of
bonds issued and sold pursuant to this division, any decision of
the State Water Resource Control Board imposing responsibility
for meeting water quality standards or objectives in the delta shall
give due consideration to the priority of water rights.

(b) Subsequent to the expenditure of any proceeds of bonds
issued and sold pursuant to this division, the State Water Resources
Control Board shall implement Standard Term 91 in a manner that
meets both of the following requirements:

(1) Limits only the diversion of natural flow required to meet
delta water quality standards or objectives or other instream flow
requirements or the diversion of water previously appropriated to
storage by the State Water Project or the federal Central Valley
Project that has been released from storage to meet delta water
quality standards or objectives or other instream flow requirements
or to meet demand in the projects’ respective export service areas.

(2) Is consistent with and recognizes water right priorities and
rights established under Sections 11460 to 11463, inclusive, and
Sections 10505 and 10505.5. .

SEC. 2. The Secretary of State shall submit Section 1 of this
act to the voters at the November 4, 2008, statewide general
election in accordance with the provisions of the Government Code
and the Elections Code governing the submission of a statewide
measure to the voters.
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SEC. 3. (a) Notwithstanding any other provision of law, with
respect to the Water Supply Reliability Bond Act of 2008, as set
forth in Section 1 of this act, all ballots of the November 4, 2008,
statewide general election shall have printed thereon and in a square
thereof, exclusively, the words: “Water Supply Reliability Bond
Act of 2008” and in the same square under those words, the
following in 8-point type:

“This act will provide financing for Sacramento-San Joaquin
Delta  Sustainability, water supply reliability, and
environmental restoration projects by authorizing a $9.085
billion dollar bond act.”

(b) Opposite the square, there shall be left spaces in which the
voters may place a cross in the manner required by law to indicate
whether they vote for or against the act.

(c) Where the voting in the election is done by means of voting
machines used pursuant to law in the manner that carries out the
intent of this section, the use of the voting machines and the
expression of the voters’ choices by means thereof are in
compliance with this section.

SEC. 4. Section 1 of this act shall take effect only upon the
approval by the voters of the Water Supply Reliability Bond Act
of 2008, as set forth in that section.

CORRECTIONS:
Digest—Vote Key.
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[N 2008 Water Bond

Special Board Meeting
October 9, 2007



®{ 2007 Timeline

January 10: Gov. Schwarzenegger’s State of the State Address calls for
investment in water infrastructure

January 11: SB 59 (Cogdill) introduced
» Governor’s water bond

April 24: SB59 fails passage in Senate Natural Resources and Water
Committee

Sept. 11: SB 1052 (Perata) introduced; no hearing held
Sept. 11: Governor calls special session on health care reform and water
Sept. 19: SBX2-2 (Perata) and SBX2-3 (Cogdill) introduced

Oct. 8: Hearing scheduled on SBX2-2 and SBX2-3 in Senate Natural
Resources and Water Committee

Oct. 16: Deadline to make Feb. 5, 2008 ballot
Late November: Deadline for measure to make June 2, 2008 ballot
Late June 2008: Deadline for measure to make Nov. 4, 2008 ballot



*| Priorities 2008 Water Bond |

o Statewide Priorities

> Water infrastructure providing long-term benefits to
water supply, water supply reliability, water quality
and ecosystem restoration

» Resolve conflicts in state’s water system
» Include conveyance and storage

» Cost-effective

» Improve reliability



Bl 2008 Water Bond Proposals

. Special Legislative Session
> Called September 11 by Governor
. Health care reform
. Water
> Two water bond bills introduced Sept. 19
. SBX2-2 by Senate President Pro Tem Don Perata (D-Oakland)
Represents Senate Democrat’s vision
. SBX2-3 by Senator Dave Cogdill (R-Fresno)
Gov. Schwarzenegger’s bond proposal
> Potential water bond initiative
 California Chamber of Commerce
. Business interests
> 2008 Statewide elections:
. February 5: President Primary
. June 3, 2008: Statewide Primary
« November 4, 2008: General Election



.Ll Water Bond Comparison

Subject Area SBX2-2 Perata SBX2-3 Cogdill
Surface Storage $0 $5.6 billion
Delta Sustainability $2.4 billion $1.9 billion
Water Supply $2 billion $1 billion
Reliability

Resource $1 billion $585 million
Stewardship

Groundwater $400 million No Separate Chapter
Protection

Total bond amount

$5.8 billion

$9.085 billion




.

Key Issues

. Neither bond fulfills objectives

> SBX2-2 Perata
. No surface storage funding
. No conveyance funding

. SBX2-3 Cogdill

. Imbalance in funding
62% for surface storage (91% for three specific reservoirs)
21% for Delta sustainability
11% for water supply reliability
6% for resource stewardship
0% for conveyance facilities

. Funds three reservoirs with no competition



¥ Key Issues

e SBX2-3 Surface Storage

> $5.1 for Sites, Temperance Flat and Los Vaqueros

e Limits funding to ,=50%...
...but would fund 90% of all three projects
Increased from $2 billion in SB 59 to $5.1 billion

e Sites and Temperance Flat are years form commencing construction
Ties up funds and bonding capacity
Puts storage ahead of other solutions

» Benefits to Southern California are indirect
Benefits mostly communities near facilities
Provides some environmental water benefits



. Proposed Amendments

* Provide funds for Delta conveyance
e Fund surface storage statewide
» Competitive, cost-share, no named reservoirs

e Dedicate specific funds for new, real water
supply development



. Staff Recommendation

e Adopt position of Support, if Amended on
SBX2-2 (Perata)

e Adopt position of Support, if Amended on
SBX2-3 (Cogdill)
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