OTAY WATER DISTRICT

ENGINEERING, OPERATIONS & WATER RESOURCES COMMITTEE MEETING

and
SPECIAL MEETING OF THE BOARD OF DIRECTORS

2554 SWEETWATER SPRINGS BOULEVARD
SPRING VALLEY, CALIFORNIA
Board Room

Monday
January 26, 2009
11:30 A.M.

This is a District Committee meeting. This meeting is being posted as a special meeting

in order to comply with the Brown Act (Government Code Section 854954.2) in the event that
a quorum of the Board is present. Items will be deliberated, however, no formal board actions

will be taken at this meeting. The committee makes recommendations
to the full board for its consideration and formal action.

AGENDA
ROLL CALL
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

INFORMATION / ACTION ITEMS

3.

INFORMATIONAL REPORT REGARDING THE NORTH DISTRICT RECYCLED
WATER REGULATORY COMPLIANCE SYSTEM DEVELOPMENT PROJECT,
PHASE | CONCEPT STUDY (RIPPERGER/COBURN-BOYD) [5 minutes]

APPROVE CHANGE ORDER NO. 1 TO THE CONTRACT WITH ARRIETA
CONSTRUCTION FOR THE RALPH W. CHAPMAN WATER RECYCLING
FACILITY FORCEMAIN AIR/VAC REPLACEMENTS AND ACCESS ROAD
IMPROVEMENTS PROJECT (RIPPERGER/KAY) [5 minutes]

INFORMATIONAL REPORT REGARDING THE PROPOSED MIDDLE
SWEETWATER RIVER BASIN GROUNDWATER WELL PILOT PROJECT
(PEASLEY) [5 minutes]

APPROVE THE WATER SUPPLY ASSESSMENT AND VERIFICATION
REPORT DATED JANUARY 2009 FOR THE OTAY RANCH L.P. OTAY RANCH
PRESERVE AND RESORT COMMUNITY PROJECT (RESORT)
DEVELOPMENT PROPOSAL AS REQUIRED BY SENATE BILL 610 AND
SENATE BILL 221 (PEASLEY) [10 minutes]



7. CONSIDERATION TO NOMINATE A DISTRICT REPRESENTATIVE FOR A
REGULAR DISTRICT MEMBER AND AN ALTERNATE MEMBER ON THE SAN
DIEGO FORMATION COMMISSION (WATTON) [5 minutes]

8. ADJOURNMENT
BOARD MEMBERS ATTENDING:

Jose Lopez, Chair
Gary Croucher

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

The Agenda, and any attachments containing written information, are available at the
District’s website at www.otaywater.gov. Written changes to any items to be considered
at the open meeting, or to any attachments, will be posted on the District's website.
Copies of the Agenda and all attachments are also available through the District Secre-
tary by contacting her at (619) 670-2280.

If you have any disability that 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 January 23, 2008 | posted a copy of the foregoing agenda near
the regular meeting place of the Board of Directors of Otay Water District, said time be-

ing at least 24 hours in advance of the meeting of the Board of Directors (Government
Code Section §54954.2).

Executed at Spring Valley, California on January 23, 2008.

st lrge,
@usan Cruz, District Sec%éry




AGENDA ITEM 3

STAFF REPORT

TYPE MEETING:

SUBMITTED BY:

APPROVED BY:
(Chief)

APPROVED BY:
(Asst. GM)

SUBJECT:

Regular Board MEETING DATE: February 4, 2009
Lisa Coburn-Boyd o(¢& PROJECT: R2089- DWV.NO. nN/a
Environmental Compliance 001101

Specialist

Ron Ripperger (v
Engineering Manager

Ro@ Posadg%gkat?ﬂ
Chief, Engineering

Manny Magaffa W Ulcgemm_
Assistant Genera anager, Engineering and Operations

Informational Item Regarding the North District Recycled
Water Regulatory Compliance System Development Project, Phase

I Concept Study

GENERAL MANAGER’S RECOMMENDATION:

No recommendation. This is an informational item only.

COMMITTEE ACTION:

Please see Attachment A.

PURPOSE:

To provide the Otay Water District (District) Board with
information regarding the North District Recycled Water

Regulatory Compliance System Development Project, Phase T
Concept Study (Study).

ANALYSIS:

The District is a recognized leader in the use of recycled water
for irrigation and other commercial uses. This fact, combined
with our primary mission to deliver a safe and reliable water
supply to a water-scarce region in south San Diego County, has
stimulated the District’s investigation of opportunities to
expand our successful recycled water program into areas that are
not currently served. One of these areas is in the portion of




the Middle Sweetwater watershed basin (see Attachment B). The
close proximity of the recycled water markets in the North
District to the District's source of recycled water, the Ralph
W. Chapman Water Reclamation Facility {RWCWRF}, means that the
distribution system to serve this area could be constructed
relatively cost effectively. This makes the North District a

logical location for the expansion of the District’s recycled
water system.

The purpose of the Study is to identify the feasibility of using
recycled water in the North District and to investigate and
assess any limitations or constraints to its use. A Request for
Proposal was generated for the preparation of the Study and
PBS&J was chosen as the consultant in November, 2007 to work
with the District on the preparation of the North District
Study. The components of the Study included the pPreparation of
six technical memorandums including the project definition, a
discussion of the regulatory process, a discussion of the
protection of the watershed that would be affected by recycled
water use in the North District, identification of stakeholders
and public ocutreach, and an implementation plan.

The Study identified several opportunities that would be
realized with the implementation of the use of recycled water in
the North District. These include a reduction of demand on the
potable water system and maximizing recycled water resources
which in turn minimizes treated wastewater discharges to the
local ocean outfall. Other opportunities are a possible
partnership with Sweetwater Authority to monitor any benefits
and impacts of increased recycled water use in the watershed and
stakeholder outreach to resolve any water guality concerns and
to retain consumer confidence. The Study also identified two
major constraints associated with the project. One constraint is
the water quality objectives for the Middle Sweetwater Basin
that will affect the effluent limitations for the recycled water
produced at the RWCWRF. At this time, the effluent limit that
is of concern is for total nitrogen since the RWCWRF plant is
not meeting the current effluent limit at this time. A study has
begun to examine how the treatment process might be modified to
enhance nitriogen removel and an action plan is being developed.
The other major constraint is the cost of the infrastructure
needed to convey and store recycled water in the North District.
These costs are estimated to be in the range of $14 to $15
million dellars.

The results of the Phase I Concept Study have been discussed
with Sweetwater Authority staff and they are currently reviewing
the Study. Sweetwater Authority staff plans to prepare an




informational report to share the intent of the North District
Recycled Water Regulatory Compliance System Development Project,
Phase I Concept Study with their Board, currently planned for
February 11, 2009. The Regional Water Quality Contrcl Board
(RWQCB)and the California Department of Public Health {DPH) have
also been provided with the Study for review and comment .

There are two additional phases proposed for the North District
Recycled Water Regulatory Compliance System Development Project.
Phase II would include further investigation of the issues
identified in Phase I as requiring further study. These include
stakeholder outreach, regulatory issues, and facility planning.
The third phase of the Study would include the design of the
plans and specifications for the improvements nessary for
bringing recycled water to the North District and the associated
environmental documents required, the implementation of any
required monitoring and mitigation measures, and the
preparation of a revised Engineering Report and application for

FISCAL IMPACT:

None.

STRATEGIC GOAL:

None.

LEGAL IMPACT:

None.

WWM;)

General Manager LFV

P: \WORKING\R2089\BD 02-04-09, Staff Report, Informational Item, North District Recycled Water
Regulatory Compliance System Development Project, Phase T Concept Study.doc

Attachments: Attachment A
Attachment B




ATTACHMENT A

1 SUBJECT/PROJECT:

Informational Item Regarding the North District Recycled

: Water Regulatory Compliance System Development Project,
' R2089-001101 ’ Yo d vesop o)ee

Phase I Concept Study

COMMITTEE ACTION:

The Engineering, Operations, and Water Resources Committee
reviewed this item at a meeting held on January 26, 2009. The
Committee supported Staff's recommendation. -

NOTE :

The "Committee Action" is written in anticipation of the
Committee moving the item forward for Board approval. This
report will be sent to the Board as a Committee approved item,
or modified to reflect any discussion or changes as directed
from the Committee prior to presentation to the full Board.




ATTACHMENT B

Study Area

LEGEND

J Hydrologic Subarea

1 Otay Water District
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AGENDA ITEM 4

STAFF REPORT
TYPE MEETING: Regular Board MEETING DATE: February 4, 2009
SUBMITTEDBY: Daniel Kay D~ PROJECT / R2086- DIV. 4
. s . SUBPROJECT: NO.
Associate Civil Engineer 001103

APPROVED BY:
(Chief)

APPROVED BY:
(Asst. GM):

SUBJECT:

Ron Ripperger (panr~~"
Engineering Manager

Rod PosadgiS\o}«.r
Chief, Engineering

g
nager of Engineering and Operations

Manny Magaﬁé;~ﬂ%fWhv
Assistant General

Change Order No. 1\fo the Contract with Arrieta Construction
for the Ralph W. Chapman Water Recycling Facility (RWCWRF)

Forcemain Air/Vac Replacements and Access Road Improvements
Project

GENERAL MANAGER’S RECOMMENDATION :

That the Otay Water District (District) Board approve Change
Order No. 1 to the existing contract with Arrieta Construction
(Arrieta), for construction of the RWCWRF Forcemain Air/Vac
Replacements and Access Road Improvements Project in an amount
not to exceed $21,500 (see Exhibit A for project location).

COMMITTEE ACTION:

Please see Attachment A.

PURPOSE ;

To obtain Board authorization for the General Manager to execute
Change Order No. 1 (see Exhibit B) in an amount not to exceed
$21,500 to the contract with Arrieta for construction of the
RWCWRE Forcemain Air/Vac Replacements and Access Road
Improvements Project.

ANALYSIS:

At the July 2, 2008 Board Meeting, Arrieta was awarded the
construction contract for the RWCWRF Forcemain Air/Vac
Replacements and Access Road Improvements Project. Due to




environmental constraints, the project construction began in
November 2008. Overall, construction is 85% complete.

Change Order No. 1 provides reimbursement to the Contractor in a
net amount not to exceed $21,500 for additional items in the
referenced project. A summary of each item follows.

The first item is for additional linear footage for improvements
to the access road. An additional 2,920 linear feet was added

to the contract. The amount for this additional work is
$97,786.50.

The second item is for the installation of anodes to protect the
copper pipe connection the air/vacs to the forcemain from
corrosion. The anodes were not part of the original contract.
The amount for this additional work is $5,000.

The third item is for modifications to valve vault number seven.
The proposed valve and steel pipe configuration could not be
installed per plan and therefore field modifications were done
to the existing pipe inside the vault. The amount of this
change is $2,387.95.

The fourth item is for new couplings on three air vacs where the
new air/vacs connect to the forcemain. The existing couplings
were corroded and were not usable, therefore new couplings were

welded to the existing main. The amount for this additional
work is $4,334.66.

The fifth item is for cleaning out an existing storm drain
culvert under the entrance to the RWCWRF. This work was not

included in the original contract. The amount for this
additional work is $1,990.89.

The sixth item is a deductive change. There are four allowance
items included in the contract documents that are not being
used. They include, Rock Excavation, Emergency Startup/Shutdown
of the Treatment Plant, Environmental Delays, and Unknown
Utilities with a total amount of $90,000.

The following is a table summarizing the value for each item:

Item Issue . Amount

1 Access Road $97,786.50
2 Anode Installation $ 5,000.00
3 Vault 7 Modifications $ 2,387.95
4 New Couplings $ 4,334.66
5 Storm Drain $1,990.89
6 Allowance Deduction ($ 90,000)

Total | $21,500.00




/;’
z o
FISCAL IMPACT: \*/%}

The approved total budget for CIP R2086, as approved in the
FY 2009 budget, is $1,300,000. Expenditures to date are
$618,509. Total commitments to date, including this Change

Order, are approximately $1,293,808. (See Attachment B for
budget detail.)

The Project Manager anticipates that based on the attached
financial analysis that the budget will be sufficient to support
this project. Finance had determined that 100% of the funding
for this project is available from the Replacement Fund.

STRATEGIC GOAL:

This project supports the District’s Mission statement, "To
provide the best qguality of water and wastewater services to the
customers of Otay Water District, in a professional, effective,

efficient, and sensitive manner..." This project fulfills the
District's Strategic Goals No. 1 - Community and Governance, and
No. 5 - Potable Water, by maintaining proactive and productive

relationships with the project stakeholders and by guaranteeing
that the District will provide for current and future water
needs.

LEGAL IMPACT:

Nomne.
MWAMV/
General Manager (j’

P:\WORKING\R2086\Staff Reports\BD 02-04-09, Staff Report, Arrieta C.0. #1 for Air Vac
Replacement, (DK-RR).doc

DK/RR:3f

Attachments: Attachment A
Attachment B
Exhibit A
Exhibit B




ATTACHMENT A

SUBJECT/PROJECT:

R2086~-001103

Change Order No. 1 to the Contract with Arrieta
Construction for the Ralph W. Chapman Water Recycling

Facility (RWCWRF) Forcemain Air/Vac Replacements and Access
Road Improvements Project

COMMITTEE ACTION:

The Engineering, Operations, and Water Resources Committee
reviewed this item at a meeting held on January 26, 2009. The
Committee supported Staff's recommendation.

NOTE:

The "Committee Action" is written in anticipation of the
Committee moving the item forward for Board approval. This
report will be sent to the Board as a Committee approved item,
or modified to reflect any discussion or changes as directed
from the Committee prior to presentation to the full Board.




ATTACHMENT B

é SUBJECT/PROJECT:

R2086-001103

Change Order No.

Facility (RWCWRF) Forcemain Air/Vac Replacements and Access

1 to the Contract with Arrieta
Construction for the Ralph W. Chapman Water Recycling

Road Improvements Project

Otay Water District Date Updated: January 15, 2009
R2086 -RWCWRF Force main AirVac Replace & Impro
Outstanding Vendor/
Budget Commitied Expenditures Commitment & Projected Final Cost Comments
$1,300,000 Forecast
Planning
In House/Labor 95,873 95,873 95,873
Consultant Contracts 82,859 82,859 - 82,859 |Jones & Stokes Associates
Service Contracts 675 675 - 675 |Jones & Stokes Associates
355 355 - 355 |Garcia, Calderon & Ruiz LLP
Regulatory Agency Fees 100 100 - 100 |US Fish & Wildlife Service
infrastructure, Materails & Supplies 1,778 1,778 - 1,778 |Armarcast Products Company
Total Planning $ 181,640 | $ 181,640 -1 181,640
Design
In House/Labor 119,246 119,246 119,246
Business Meetings 41 41 - 41 JPetty Cash Custodian
Consultant Contracts 19,960 19,960 - 19,960 JJones & Stokes Associates
44,721 44,721 - 44,721 jLee & Ro Inc.
Service Contracts 66 66 - 66 |San Diego Daily Transcripts
349 349 - 349 JUnion Tribune Publishing Co.
2,297 2,297 - 2,297 [Mayer Reprographics Inc.
Professional Legal Fees 203 203 - 203 [Garcia, Calderon & Ruiz LLP
Inventory 236 236 - 236 |Di-Electric Coupling
Total Design $ 187,118 | $ 187,118 -19% 187,118
Construction
In House/Labor 50,000 38,580 11,420 50,000
Professional Legal Fees 2,330 2,330 - 2,330 {Garcia, Calderon & Ruiz LLP
Consultant Contracts 251 251 - 251 |Lee & Ro Inc.
Construction Contracts 760,037 186,386 573,641 760,037 {Arrieta Construction Inc
Retention 84,449 20,711 63,738 84,449 [California Bank & Trust
Change Order No. 1 21,500 - 21,500 21,500 |Arrieta Construction Inc
Infrastructure, Materails & Supplies 1,483 1,483 - 1,483 |Ferguson Waterworks
Acceptance/Closeout 5,000 - 5,000 5,000
Total Construction $ 925,050 | $ 249,751 675,299 | $ 925,050
Grand Total $ 1,293,808 | $ 618,509 675,299 | $ 1,293,808
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OTAY WATER DISTRICT EXHIBIT B
2554 SWEETWATER SPRINGS BLVD., SPRING VALLEY, CA. 91978, (619) 670-2222

CONTRACT/P.O. CHANGE ORDER No. 01

PROJECT/ITEM: Ralph W. Chapman Water Recyling Facility (RWCWRF) Forcemain Air/Vac
Replacements and Access Road Improvements

CONTRACTOR/VENDOR: Arrieta Construction REF.CIP No.: R2086-001103
APPROVED BY: Board REF. P.O. No: 708993 REF. W.0. No.: N/A DATE: 20-Jan-09
DESCRIPTION:

Six separate items are part of this change order:

Additional linear footage for improvements to the access road
Installation of anodes for the air/vacs

Valve vault modifications.

Couplings for air/vacs

Storm Drain Cleanout

Allowance deduct

S o

See attached Change Order Proposals for each item of work from Arrieta Construction.

REASON:

1.) An additional 2,920 linear feet of access road improvements was added to the contract. The amount of
this change is $97,786.50.

2.) Anodes were installed to protect the copper pipe on the air/vacs from corrosion. The anodes were not part
of the original contract. The amount of this change is $5,000.00.

3.) The proposed valve and steel pipe configuration could not be installed per plan and therefore field
modifications were done to the existing pipe inside the vault. The amount of this change is $2,387.95.

4.) The existing couplings on three air/vacs were corroded and not usable, therefore new couplings were
welded to the existing main. The amount of this change is $4,334.66.

5.) The existing storm drain culvert under the entrance to the RWCWRF was full of dirt and debris and needed

to be cleaned out. This work was not part of the original contract. The amount of this change is
$1,990.809.

6.) There are four allowance items included in the contract documents that are not being used. They include
Rock Excavation, Emergency Startup/Shutdown of the Treatment Plant, Environmental Delays, and
Unknown Utilities. The amount of this deduct is ($90,000)

CHANGE P.O. TO READ:

Revise contract to add $21,500 for a total contract amount of $865,985.90.

ORIGINAL CONTRACT/P.O. AMOUNT:

$ 844,485.90
ADJUSTED AMOUNT FROM PREVIOUS CHANGE: $ 0.00
TOTAL COST OF THIS CHANGE ORDER: $ 21,500.00
NEW CONTRACT/P.O. AMOUNT IS: $ 865,985.90
ORIGINAL CONTRACT COMPLETION DATE: 01/05/09
CONTRACT/P.O. TIME AFFECTED BY THIS CHANGE: No

PAWORKING\CIP R2086\Construction\Change Orders\Change Order No. 1.doc




REVISED CONTRACT COMPLETION DATE: N/A

IT IS UNDERSTOOD WITH THE FOLLOWING APPROVALS, THAT THE CONTRACTOR/VENDOR 1S AUTHORIZED AND DIRECTED TO MAKE
THE HEREIN DESCRIBED CHANGES. IT IS ALSO AGREED THAT THE TOTAL COST FOR THIS CHANGE ORDER CONSTITUTES FULL AND
COMPLETE COMPENSATION FOR OBLIGATIONS REQUIRED BY THE CONTRACT/P.O. ALL OTHER PROVISIONS AND REQUIREMENTS OF

THE CONTRACT/P.O. REMAIN IN FULL FORCE AND EFFECT.

CONTRACTOR/VENDOR:

SIGNATURE:

NAME :

TITLE: DATE :

ADDRESS:

STAFF APPROVALS:

PROJ. MGR : SrEng(Int)__ DATE:
DIV. MGR : DATE:
CHIEF: DATE:
ASST. GM : DATE:
DISTRICT APPROVAL:

GEN. MANAGER: DATE:

COPIES: OFILE (Orig.), O CONTRACTOR/VENDOR, 0O CHIEF-ENGINEERING, O CHIEF-FINANCE, [ ENGR. MGR.

O ACCTS PAYABLE, 0O INSPECTION, 0O PROJ. MGR.,

PAWORKING\CIP R2086\Construction\Change Orders\Change Order No. 1.doc

O ENGR. SECRETARY, [ PURCHASING, O PROJECT BINDER




CHANGE ORDER LOG
CIP Title - Ralph W. Chapman Water Recycling Facility Forcemain Air/Vac

Replacements and Access Road Improvements Project: R2086

Consultant/Contractor:  Arrieta Construction Subproject: 001103
APPROVED

C.0.] AMOUNT BY DATE DESCRIPTION TYPE C.0.

Six items: Additional linear footage on the access road,
1 $21,500.00 Board 1/20/2009 |anodes, valve vault 7 modification, additional coupllings, storm }Owner
drain cleanout, and allowance deduct

ARISISIZSBIBINUBISIRIBININIB[S 3| la|nlals|zia e~ oo & |w

Total C.O.'s To Date: $21,500.00 2.5%
Original Contract Amount; $844,485.90
Current Contract Amount: $865,985.90
Month Net C.0.% Limit Authorization C.O. %
1/09 $21,500.00 $2,000 Insp 0.0%
$10,000 PM/Sr, Engr. 0.0%
$20,000 DivM 0.0%
$25,000 Chief 0.0%
$35,000 AGM 0.0%
$50,000 GM 0.0%
>$50000 Board $21,500.00 2.5%

P\WORKING\CIP R2086\Construction\Change Orders\Ghange Order Log 1/20/2009




STAFF REPORT

AGENDA ITEM 5

TYPE MEETING:

SUBMITTED BY:

APPROVED BY:
(Chief)

APPROVED BY:
(Asst. GM)

SUBJECT:

Regular Board
James Peasleggvt}
Engineering M&nager

Rod Posad§i£§§;>y~

Chief, Engineering

Manny Magai® Y Wi g
nager of Engineering and Operations

egarding the Middle Sweetwater River

Assistant General

Informational Item

W.0./G.F. NO:

MEETING DATE:

P2129  DIV. NO.

Basin Groundwater Well Pilot Project

February 4, 2009

n/a

GENERAL MANAGER’S RECOMMENDATION :

No recommendation. This is an informational item only.

COMMITTEE ACTION:

Please see Attachment A.

PURPOSE :

To provide the Otay Water District (District) Board of Directors

with information regarding the proposed Middle Sweetwater River
Basin Groundwater Well Pilot Project.

ANALYSIS:

The development and/or acquisition of potential groundwater
supply projects by the District have evolved and has been
resurrected in response to the regional water supply issues
related to climatological, environmental, legal, and other
challenges that have impacted regional water source supply
conditions, such as the court rulings regarding the Sacramento-
San Joaquin Delta, the current on-going western states drought,
and the spiraling water pricing pressures. Local ground water

- e =



supply projects will allow for less reliance upon imported
water, achieve a level of independence of the regional wholesale
water agencies, and diversify the District’s water supply

portfolio consistent the District’s March 2007 Integrated Water
Resources Plan.

Also, proposed land use development projects to be served by the
District, that are not currently within the jurisdictions of the
San Diego County Water Authority (Water Authority) and the
Metropolitan Water District of Southern California, will likely
be required, as a condition of annexation, to be supplied by
alternative water resources to 100% offset their projected
potable water supply requirements.

As a result, and in recognition of the need to develop
sufficient alternative water supplies, the District is planning
to take the next step towards development of a production
groundwater well within the Middle Sweetwater River Basin. The
next step is the implementation of a pilot well project. The
Middle Sweetwater River Basin is located within the Sweetwater
River watershed and is that reach of the river from Sweetwater
Reservoir to the upstream Loveland Reservoir. See Attachment B
for a map of the Middle Sweetwater River Basin. It is known
that the higher quality groundwater is located in the vicinity
of what was once called the Singing Hills Golf Course (i.e., in
the upper portion of the Middle Sweetwater River Basin) .

This new additional water supply project had been thoroughly
studied and documented in the 1990’s in cooperation with
Sweetwater Authority. The three studies are as follows:

e NBS Lowry, "Middle Sweetwater River System Study Water
Resources Audit," June 1991

¢ Michael R. Welch, "Middle Sweetwater River System Study
Alternatives Evaluation," May 1993

® Michael R. Welch, "Middle Sweetwater River Basin
Conjunctive Use Alternatives," September 1994

The ultimate objective of the District is to develop a
groundwater well production system within the Middle Sweetwater

River Basin capable of producing a sustainable yield of potable
water as a local supply.

The purpose of the Middle Sweetwater River Basin Groundwater
Well Pilot project is to identify the feasibility of developing
a groundwater resource production system and to determine and
assess any limitations or constraints that may arise.




The Middle Sweetwater River Basin Groundwater Well Pilot Project
scope of work will accomplish six primary goals as follows:

e Update project setting.

* Update applicable project alternatives analysis.

* Prepare groundwater well pilot project implementation plan.

* Construct and test pilot monitoring and extraction wells.

* Provide recommendations regarding if treatment facilities
are required, projected costs, and feasibility to develop a
groundwater well production system within the Middle

Sweetwater River Basin capable of producing a sustainable
yield of potable water.

* Prepare groundwater well production project implementation
plan and scope of work.

The groundwater conjunctive use concept planned to be developed
is described as the extraction of the quantity of water from the
groundwater basin that was placed there by customers of the
District by means of their use of imported treated water that
contributed to the overall volume of groundwater within the
basin. This quantity has been estimated to be on the order of
12.5% of the total consumption of the District customers within
that basin, as measured by their water meters. In the 1994/1995
timeframe 810 acre-feet per year was the estimated gquantity that
was placed into the groundwater basin. Currently, that 12.5%
quantity could be on the order of 1,000 acre-feet per year. The
scope of work is planned to address this Phase T Concept while
further development of the groundwater basin as an additional
supply resource is appropriately considered.

Further development of the groundwater basin to enhance the
total groundwater production, could be accomplished by the
District by means of additional extraction (i.e., a quantity of
water from the groundwater basin that is placed there by means
of either injection and/or spreading basins using imported
untreated water as the resource supply (Phase II)). The
existing La Mesa Sweetwater Extension Pipeline, owned and
operated by the Water Authority, once converted to an untreated
water deliver system, could be the conveyance system to

transport untreated water for this Phase IT conjunctive use
concept.

These two distinct water resource supply conjunctive use
concepts are to be addressed so they may coexist and to allow
for their development in separate phases.




The scope of work to complete the Middle Sweetwater River Basin
Groundwater Well Pilot Project consists of many major tasks and
is to address the groundwater supply concepts outlined above.
The detailed scope of work and draft request for proposal has
been prepared. Staff plans to return to the Board with a
recommendation to award a consultant contract for the project
following completion of the consultant selection process. It is
anticipated that the consultant fee for the entire scope of work
could cost an estimated $2,000,000, which includes a
contingency, and may take up to two vears to complete. The
current capital improvement program (CIP) project budget is
$2,530,000 for the Groundwater Exploration Program CIP project,
which is planned to be used for the Middle Sweetwater River
Basin Groundwater Well Pilot Project this fiscal year. As a
part of the fiscal year 2010 budget cycle development and
approval process, a CIP project, the Middle Sweetwater River

Basin Groundwater Well project, will be developed for Board
consideration.

The primary desired outcome of the Middle Sweetwater River Basgin
Groundwater Well Pilot Project is for an engineering consultant
to determine and make recommendations if it is financially
prudent and physically feasible to develop a Phase I groundwater
well production system within the Middle Sweetwater River Basin
capable of producing a sustainable yield of up to 1,500 acre-
feet per year of potable water for the District. TIf it is
deemed that a Middle Sweetwater River Basin Groundwater Well
Production Project is viable than the consultant will develop
and provide a groundwater well production project implementation
plan and related scope of work.

The project concept and scope of work has been discussed with
Sweetwater Authority staff and they have provided comments which
have been incorporated into the scope of work. Sweetwater
Authority staff plans to prepare an information report to share
the intent of the Middle Sweetwater River Basin Groundwater Well

project with their Board currently planned for February 11,
2009.

FISCAL IMPACT: %

e

None.

STRATEGIC GOAL:

Development of the Middle Sweetwater River Basin Groundwater
Well project supports the District's Mission statement, "To




provide the best quality of water and wastewater service to the
customers of the Otay Water District, in a professional,
effective, efficient, and sensitive manner, in all aspects of
operation, so that public health, environment and quality of
life are enhanced" and the District's Strategic Goal, in

planning for infrastructure and supply to meet current and
future potable water demands.

LEGAL TIMPACT:

None.

Wk Nkt M/

General Manager
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ATTACHMENT A

SUBJECT/PROJECT: | Tnformational Item Regarding the Middle Sweetwater River
P2129 Basin Groundwater Well Pilot Project

COMMITTEE ACTION:

The Engineering, Operations, and Water Resources Committee
reviewed this item at a meeting held on January 26, 2009. The
Committee supported Staff's recommendation.

NOTE :

The "Committee Action” is written in anticipation of the
Committee moving the item forward for Board approval. This
report will be sent to the Board as a Committee approved item,
or modified to reflect any discussion or changes as directed
from the Committee prior to presentation to the full Board.
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AGENDA ITEM 6

STAFF REPORT

A3

TYPE MEETING:

SUBMITTED BY:

APPROVED BY:
(Chief)

APPROVED BY:
(Asst. GM):

SUBJECT:

Regular Board :) MEETING DATE:  February 4, 2009
£

James Peasley \ W.0./G.F. NO: D0261 DIV.NO. n/a

Engineering Majialger '

Rod Poséda~1§§5§§:§§Wx

Chief, Engineering

Manny Magaiia
Assistant General Manager of Engineering and Operations

Approval of Water Supply Assessment and Verification Report
(January 2009) for the Otay Ranch L.P. Otay Ranch Preserve
and Resort Community Project

GENERAL MANAGER’S RECOMMENDATION:

That the Board of Directors (Board) approves the Water Supply
Assessment and Verification Report (WSA&V Report) dated January
2009 for the Otay Ranch L.P. Otay Ranch Preserve and Resort
Community Project (Resort) development proposal, as required by
senate Bill 610 (SB 610) and Senate Bill 221 (SB 221) .

COMMITTEE ACTION:

Please see Attachment A.

PURPOSE:

To obtain Board approval of the January 2009 WSA&V Report for
the Resort project, as required by SB 610 and SB 221.

ANALYSIS:

SB 610 mandates that a "city or county" request a water supply
assessment from a public water purveyor for certain kinds of
"projects” enumerated in Water Code Section 10912. 1In response
to such request, SB 610 requires that the water purveyvor of the
public water system (i.e. District) prepare the water supply




assessment to be included in the California Environmental
Quality Act (CEQA) environmental documentation and approval
process for such projects.

SB 221 requires affirmative written verification from the water
purveyor of the public water system that sufficient water
supplies are planned to be available for certain residential
subdivisions of property prior to approval of a tentative map.
The requirements of SB 610 and SB 221 are addressed by the
January 2009 WSA&V Report for the Resort project. The WSA&V
Report was prepared by District staff following receipt of a
request received from the County of San Diego (County) .

Prior to transmittal to the County, the WSA&V Report for the
Resort project must be approved by the District Board of
Directors. An additional explanation of the intent of SB 610
and SB 221 is provided in Exhibit A and the Resort project
January 2009 WSA&V Report is provided as Exhibit B.

For the Resort project, the County is the responsible land use
agency or lead agency that requested the SB 610 and SB 221 water
supply assessment and verification from the District, as the
water purveyor for the proposed Resort project. Because the
requirements of SB 610 and SB 221 are substantially similar, on
November 5, 2008 the District received a letter from the County
requesting the District to prepare both the water supply

assessment and verification report for the Resort project
concurrently.

The request for compliance with the SB 610 requirements was made
by the County because the Resort project meets or exceeds at
least one of the following SB 610 criteria:

* A proposed residential development of more than 500
dwelling units.

* A mixed-use project that includes one or more of the land
uses specified in SB 610.

* A project that would demand an amount of water equivalent

to, or greater than, the amount of water required by a 500
dwelling unit project.

The request for compliance with SB 221 requirements was made by
the County because the Resort project exceeds the SB 221

criteria of a proposed residential development subdivision of
more than 500 dwelling units.




The County has publicly announced its intent to initiate the
preparation of an Environmental Impact Report (EIR) for the
Resort project in conformance with the California Environmental
Quality Act (CEQA). The approved WSA&V Report is intended be
included as a part of the EIR and used by the County in its
evaluation of the Resort project under CEQA.

The Resort project is included within a land use planning
document known as the Otay Ranch General Development Plan/Sub-
regional Plan (Otay Ranch GDP). The County of San Diego and
City of Chula Vista jointly prepared and adopted the Otay Ranch
GDP. The Resort project, identified as Village 13 within the
Otay Ranch GDP,. is located within what is defined as the Proctor
Valley Parcel of the Otay Ranch GDP. The Resort project is a
part of the designated 14 villages and five planning areas
within the Otay Ranch GDP area. The Chula Vista City Council
and the San Diego County Board of Supervisors adopted the Otay
Ranch GDP on October 28, 1993, which was accompanied by a
Program Environmental Impact Report EIR-90-01 (SCH $#89010154) .

The Resort project is not currently located within the
jurisdictions of the District, the San Diego County Water
Authority (Water Authority), and the Metropolitan Water District
of Southern California (Metropolitan). The Resort project is
required to annex into the jurisdictions of the District, Water
Authority, and Metropolitan to be eligible to utilize imported
water supply (i.e., to obtain imported water supply service).

The Resort project is approximately 1,869 acres and is planned
as a combination of land uses consisting of a resort/hotel and
associated facilities, a mix of single-family and multi-family
residential neighborhoods, an elementary school, a public safety
facilities site, commercial, open space, preserve land,
circulation elements, parks, and recreational facilities. The
total number of resort hotel units is planned to be 200.
Approximately 545 acres of the total project site are designated
for 1,738 single-family detached homes and 200 multi-family
homes. Typically, a development project of this magnitude is
constructed in several phases over many years.

The development and/or acquisition of potential groundwater
supplies, recycled water market expansion, and seawater
desalination supplies by the District have evolved and are being
planned to occur in response to the regional water supply issues
related to climatological, environmental, legal, and other
challenges that have impacted water source supply conditions,
such as the court rulings regarding the Sacramento-San Joaguin




Delta and the current on-going western states drought. These
water supply projects are in addition to those identified as
sustainable supplies in the current Water Authority and
Metropolitan UWMP, IRP, Master Plans, and other planning
documents. These local and regional water supply projects will

allow for less reliance upon imported water and are considered a
new water supply resource.

It is anticipated that the District’s expansion of the market
areas for the use of recycled water within the watersheds
upstream of the Sweetwater Reservoir and the Lower Otay
Reservoir will increase recycled water use and decrease
dependence on imported water for irrigation purposes. With
these objectives in mind, the supply projects and forecasts
contained within the Resort project WSA&V Report take into
account development and/or acquisition of potential groundwater,
recycled water market expansion, and seawater desalination
supplies by the District.

In evaluating the availability of sufficient water supply, the
Resort project proponents are required to participate in the
acquisition and development of alternative water supply
project(s) to 100% offset their projected potable water supply
requirements. This can be achieved through participation in one
or more local and/or regional water supply development projects
envisioned by the District. These new additional water supply
projects are not currently fully developed and are in various
stages of the planning process. These water supply projects are
planned to be developed and are intended to increase sustainable
water supplies to serve the Resort project water supply needs
and that of other similar situated development projects that
were unanticipated by the Water Authority and Metropolitan. A
few examples of these alternative water supply projects include
the Middle Sweetwater River Basin Groundwater Well project, the
North District Recycled Water Supply Concept, the Rosarito
Seawater Desalination project, and the Rancho del Rey
Groundwater Well project. The Water Authority and
Metropolitan’s next forecast and supply planning documents would
capture any increase in water supplies resulting from any new
water supply resources developed by the District.

As allowed under SB 610 and SB 221, the WSA&V Report for the
Resort project incorporates by reference the current Urban Water
Management Plans and other water resources planning documents of
the District, the Water Authority, and Metropolitan. The
District prepared the Resort WSA&V Report, which demonstrates
and documents that sufficient water supplies are planned for and




are intended to be made available over a 20-year planning
horizon under normal supply conditions and in single, and
multiple dry years to meet the projected demand of the proposed

Resort project and the existing and other planned development
projects within the District.

Metropolitan’s Integrated Resources Plan (IRP) identifies a mix
of resources (imported and local) that, when implemented, will
provide 100 percent reliability for full-service demands through
the attainment of regional targets set for conservation, local
supplies, State Water Project supplies, Colorado River supplies,
groundwater banking, and water transfers. Metropolitan's 2004
update to the IRP (2004 IRP Update) includes a planning buffer
supply to mitigate against the risks associated with
implementation of local and imported supply programs. The
planning buffer identifies an additional increment of water that
could potentially be developed if other supplies are not
implemented as planned. As part of implementation of the
planning buffer, Metropolitan periodically evaluates supply
development to ensure that the region is not under or over-—
developing supplies. Managed properly, the planning buffer
along with other alternative supplies will help ensure that the
southern California region, including San Diego County, will
have adequate supplies to meet future demands.

The County Water Authority Act, Section 5 subdivision 11, states
that the Water Authority “as far as practicable, shall provide
each of its member agencies with adequate supplies of water to
meet their expanding and increasing needs.”

The intent of the SB 610 and SB 221 legislation is that the land
use agencies and the water agencies are coordinating their
efforts in planning for new development and thus planning for
sufficient water supplies to meet the needs.

As per the requirements of SB 610 and SB 221, 1f the water
supply assessment and verification finds that the supply is
sufficient, then the governing body of the water supplier
(District) must approve the water supply assessment and
verification report and deliver it to the lead agency (County)
within 120 days (i.e. 90 days plus the 30 day County granted
time extension). 1In the case of the Resort project, the
deadline for the District to provide a Board approved WSA&V
Report to the County is March 5, 2009.

As per the requirements of SB 610, if the water supply
assessment finds overall supplies are insufficient — the water




supplier shall provide to the lead agency "its plans for
acquiring additional water supplies, setting forth measures that
are being undertaken to acquire and develop those water
supplies," and the water supplier governing body must approve
the assessment and deliver it to the lead agency within the 120
days. If the water supplier does conclude that additional water
supplies are required, the water supplier should indicate the
status or stage of development of the actions identified in the
plans it provides. Identification of a potential future action
in such plans does not by itself indicate that a decision to
approve or to proceed with the action has been made.

Once either of the two actions listed above are accomplished the

District’s SB 610 water supply assessment responsibilities are
complete.

As per the requirements of SB 221, if the water supply
verification finds overall supplies are insufficient - “the lead
agency may bridge any gap from verification’s “insufficient”
determination with additional supplies not accounted for by the
water supplier, based on substantial evidence and findings on
record,” and the water supplier governing body must approve the
verification and deliver it to the lead agency within the 120
days. 1In bridging any sufficiency gap, whether before or after
issuance of verification, the lead agency may coordinate with
others to identify and secure sources of supply. The lead
agency may also place a condition on the tentative map to comply
with a water supply sufficiency requirement.

Once the actions listed above are accomplished the District’s SB
221 water supply verification responsibilities are complete.

SB 610 and SB 221 provides that if the water supply assessment
and verification report is not received by the lead agency from
the water supplier within the prescribed 90 day period, and any
requested time extension (the County granted the District a 30

day extension), the lead agency may seek legal relief, such as a
writ of mandamus.

Water supply agencies throughout California continue to face
climatological, environmental, legal, and other challenges that
impact water source supply conditions, such as the court rulings
regarding the Sacramento-San Joaquin Delta issues and the
current ongoing drought conditions impacting the western states.
Challenges such as these essentially always will be present.

The regional water supply agencies, the Water Authority and
Metropolitan, along with the District nevertheless fully intend




to have sufficient, reliable supplies to serve the Resort
project.

An October 22, 2007 letter from Metropolitan to their member
agencies, including the Water Authority, provided notice of a 30
percent reduction in Interim Agricultural Water Program (IAWP)
deliveries effective January 1, 2008. A 30 percent water use
reduction of the sixteen IAWP District water accounts represents
about 26.0 acre feet (ac-ft) based on fiscal yvear (FY) 2007 or

0.09 percent of the total District 28,353 ac-ft annual purchase
from the Water Authority in FY 2007.

With the initiation of the South Bay Water Reclamation Plant
(SBWRP) recycled water supply on May 18, 2007 the District has
reduced the annual take of potable water from the Water
Authority, once used to supplement the recycled water supply
shortfall, in excess of 3,000 ac-ft per year. The Resort
project demand for potable water is estimated to be 1,340 ac-ft
per year and the recycled water demand is estimated to be 417
ac-ft per year. The total Resort project demand is about 59

percent of the 3,000 ac-ft of the potable water saved with the
SBWRP supply start up.

The County could be requested to condition the Resort project to
use waterless urinals and ultra low flush toilets. The
estimated potable water demand reduction would be on the order
of maybe 2 to 5 percent. The City of Chula Vista estimates a
savings of 4,000 gallons per year per residential unit for dual

- flush toilets, which would be about a 2 percent reduction of the
total estimated water demand.

The irrigation water demands were calculated assuming recycled
water use of 2.5 ac-ft per acre per year. The City of Chula
Vista's Landscape Design Manual estimates that water savings due
to using water efficient landscaping can reduce irrigation
demands by 30 to 50 percent.

The WSA&V Report demonstrates that the District, the Water
Authority, and Metropolitan have all developed plans and are
implementing projects, programs, and/or procedures to ensure
that there will be adequate supplies to serve the proposed
Resort project along with existing and other planned users. In
addition, the supplies hecessary to serve the Resort project
along with existing and other projected future users have been
be identified in the WSA&V Report for the Resort project. The
actions necessary and status to develop these supplies have also




been documented in the wvarious planning documents and in the
Resort project WSA&V Report.

Staff recommends that the Board of Directors approve the January
2009 Water Supply Assessment and Verification Report for the

Resort project, as required by and consistent with SB 610 and SB
221.

.
e

FISCAL IMPACT:

The District has been reimbursed $28,775 for all costs
associated with the preparation of the Resort project WSA&V
Report. The reimbursement was accomplished via a $31,400
deposit the project proponents placed with the District.

STRATEGIC GOAL:

The preparation and approval of the Resort project WSA&V Report
supports the District Mission Statement, "To provide the best
quality of water and wastewater service to the customers of the
Otay Water District, in a professional, effective, efficient,
and sensitive manner, in all aspects of operation, so that
public health, environment and quality of life are enhanced” and
the District’s Strategic Goal, in planning for infrastructure
and supply to meet current and future potable water demands.

LEGAL IMPACT:

Approval of a WSA&V Report for the Resort project in form and
content satisfactory to the Board of Directors on or prior to
March 5, 2009 would allow the District to comply with the
requirements of Senate Bill 610 and Senate Bill 221.

Mo Wiy gy

General Manager L)
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ATTACHMENT A

ESU&ECWPmlECﬁ Approval of Water Supply Assessment and Verification Report
| (January 2009) for the Otay Ranch L.P. Otay Ranch Preserve
DO261 . .
and Resort Community Project

COMMITTEE ACTION:

The Engineering, Operations, and Water Resources Committee
reviewed ths item at a meeting held on January 26, 2009. The
Committee supported Staff’'s recommendation.

NOTE:

The "Committee Action" is written in anticipation of the
Committee moving the item forward for Board approval. This
report will be sent to the Board as a Committee approved item,
or modified to reflect any discussion or changes as directed
from the Committee prior to bresentation to the full Board.




EXHIBIT A

Background Information

The Otay Water District (District) prepared the January 2009 Water Supply Assessment
and Verification Report (WSA&V Report), for the Otay Ranch L.P. Otay Ranch Preserve
and Resort Community (Resort) project development proposal at the request of the
County of San Diego (County). The District received the County’s written request on
November 5, 2008 and also received in January 2009 a 30 day extension of time to
complete the WSA&V Report and obtain the District Board of Directors approval thereof.
The Otay Ranch L.P. submitted an entitlement application to the County for the
development of the Resort project.

The Otay Ranch Preserve and Resort Community project also referred to as the Resort
Village or Otay Ranch Village 13 is located within the unincorporated area of the
County. The Upper and Lower Otay Reservoirs generally bound the Resort project to
the west and south. The Resort project is not currently within the jurisdictions of the
District, the San Diego County Water Authority (Water Authority), and Metropolitan
Water District of Southern California (Metropolitan). The Resort project is required to
annex into the jurisdictions of the District, the Water Authority, and Metropolitan to be
eligible to utilize imported water supply (i.e. to obtain imported water supply service).

The Resort project is included within a land use planning document known as the Otay
Ranch General Development Plan/Sub-regional Plan (Otay Ranch GDP). The County
and City of Chula Vista jointly prepared and adopted the Otay Ranch GDP. The Resort
project, identified as Village 13 within the Otay Ranch GDP, is located within what is
defined as the Proctor Valley Parcel of the Otay Ranch GDP. The Resort project is a

part of the designated 14 villages and five planning areas within the Otay Ranch GDP
planning area.

The Chula Vista City Council and the San Diego County Board of Supervisors adopted
the Otay Ranch GDP on October 28, 1993, which was accompanied by a Program
Environmental Impact Report EIR-90-01 (SCH #89010154).

The WSA&V Report for the Resort project has been prepared by the District in
consultation with Dexter Wilson Engineering, Inc., the Water Authority, and the County
pursuant to Public Resources Code Section 21151.9 and California Water Code
Sections 10631, 10656, 10910, 10911, 10912, and 10915 referred to as Senate Bill
(SB) 610 and Business and Professions Code Section 11010(b)(6) and Government
Code Sections 65867.5, 66455.3, and 66473.7 referred to as SB 221. SB 610 and SB
221 amended state law, effective January 1, 2002, intending to improve the link
between information on water supply availability and certain land use decisions made
by cities and counties. SB 610 requires that the water purveyor of the public water
system prepare a water supply assessment to be included in the California
Environmental Quality Act (CEQA) environmental documentation and approval process




of certain proposed projects. SB 221 requires affirmative written verification from the
water purveyor of the public water system that sufficient water supplies are to be
available for certain residential subdivisions of property prior to approval of a tentative
map. The requirements of SB 610 and SB 221 are addressed in the January 2009
WSA&V Report for the Resort project.

The County requested, since the requirements of SB 610 and SB 221 are substantially
similar, that the District prepare both the water supply assessment and verification
concurrently.

The Otay Ranch L.P. proposed development concept for the approximately 1,869 acre
Resort project is generally planned as a combination of land uses consisting of a
resort/notel and associated facilities, a mix of single and multi family residential
neighborhoods, an elementary school, a public safety facilities site, commercial, open
space, preserve land, circulation elements, parks, and recreational facilities. The total
number of resort hotel units is planned to be 200. Approximately 545 acres of the total
project site are designated for 1,738 single-family detached homes and 200 multi-family
homes. Typically a development project of this magnitude is constructed in several
phases over many years. The Resort project proposed land uses are substantially
consistent with and are in fact less than those as per the zoning and densities contained
in the Otay Ranch GDP.

Using the land use demand projection criteria as established in the District's 2002 Water
Resources Master Plan (WRMP), the projected potable water demand for the proposed
Resort project totals approximately 1.20 million gallons per day (mgd) or about 1,340
acre feet per year (ac-ft/yr). The projected recycled water demand for the proposed

Resort project is approximately 0.37 mgd or about 417 ac-ft/yr, representing about 24%
of total Resort project demands.

The entire watershed of the proposed Resort project is tributary to the Upper and Lower
Otay Reservoirs. Historically, the use of recycled water within watersheds tributary to
surface water storage reservoirs that provide supply for potable domestic water uses
has been prohibited by the Regional Water Quality Control Board (RWQCB) to protect
water quality in the reservoirs. However, the Resort project proponents are required to
pursue the use of recycled water for landscape irrigation purposes.

The Resort project proponents are intending to use recycled water for landscape
irrigation. The primary benefit of using recycled water is that it will offset an equivalent
amount of potable water supply by an estimated 417 ac-ft/yr. If the use of recycled
water within the Resort project does not receive the required regulatory approvals than
the projected potable water demand for the Resort project will be about 1,757 ac-ft/yr.
The District’s 2002 WRMP, 2005 Urban Water Management Plan (UWMP), and the
Water Authority 2005 Updated Urban Water Management Plan (UWMP) anticipated that
the Resort project would use only potable water. This is consistent with the historic
constraint of the RWQCB, prohibiting the use of recycled water within watersheds
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tributary to surface water storage reservoirs that provide untreated water storage for
domestic potable water uses.

The District has in the past depended on the Water Authority and the Metropolitan for all
of its potable water supplies and regional water resource planning.

The District's Urban Water Management Plan (UWMP) relies heavily on the UWMP’s
and Integrated Resources Plans (IRP’s) of the Water Authority and Metropolitan for
documentation of supplies available to meet projected demands. These plans are
developed to manage the uncertainties and variability of multiple supply sources and
demands over the long term through preferred water resources strategy adoption and
resource development target approvals for implementation.

New uncertainties that could significantly affect California’s water resources have come
to light over the past few years.

» Federal Court rulings that sets operational limits on Sacramento-San Joaquin
Delta pumping from December to June to protect the Delta smelt. Based on
initial estimates, Metropolitan could see as much as a 22% reduction in State
Water Project supplies in 2008 and beyond. Actual supply curtailments for
Metropolitan are contingent upon fish distribution, behavioral patterns, weather,
Delta flow conditions, and how water supply reductions are divided between state
and federal projects.

» Climate changes due to global warming (i.e. extended drought conditions).

These uncertainties have rightly caused concern among Southern California water
supply agencies regarding the validity of the current water supply documentation.

The development and/or acquisition of potential groundwater, recycled water market
expansion, and seawater desalination supplies by the District have evolved and are
planned to occur in response to the regional water supply issues related to
climatological, environmental, legal, and other challenges that have impacted water
source supply conditions, such as the court rulings regarding the Sacramento-San
Joaquin Delta and the current ongoing western states drought. These water supply
projects are identified in the Resort project WSA&V Report and are in addition to those
identified in the current Water Authority and Metropolitan UWMP, IRP, Master Plans,
and other planning documents. These local and regional water supply projects will

allow for less reliance upon imported water and are considered a new water supply
resource.

The District expansion of the market areas for the use of recycled water within the
watersheds upstream of the Sweetwater Reservoir and the Lower Otay Reservoir will
increase recycled water use and thus require less dependence on imported water for
irrigation purposes. The supply forecasts contained within the Resort project WSA&V
Report do consider development and/or acquisition of potential groundwater, recycled
water market expansion, and seawater desalination supplies by the District.
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In evaluating the availability of sufficient water supply, the Resort project proponents are
required to participate in the acquisition and development of alternative water supply
project(s) to 100% offset their projected potable water supply requirements. This can
be achieved through participation in one or more local and/or regional water supply
development projects envisioned by the District. These new additional water supply
projects are not currently fully developed. These water supply projects are planned to
be developed and are intended to increase water supplies to serve the Resort project
potable water supply needs and that of other similar situated development projects that
were unanticipated by the Water Authority and Metropolitan. A few examples of these
alternative water supply projects include the Middle Sweetwater River Basin
Groundwater Well project, the North District Recycled Water Supply Concept, the
Rosarito Seawater Desalination project, and the Rancho del Rey Groundwater Well
project. The Water Authority and Metropolitan next forecast and supply planning
documents would capture any increase in water supplies resulting from any new water
resources developed by the District.

Metropolitan’s October 9, 2007 IRP Implementation Report acknowledges that
significant challenges in some resource areas will likely require changes in strategies
and implementation approaches in order to reach long-term IRP water supply targets.
Significant progress in program implementation is being realized in most resource
areas. However, a further examination of the uncertainty of State Water Project

supplies, among other uncertainties, will be required to assess the ability of achieve the
long-term IRP targets.

Metropolitan is currently involved in several proceedings concerning Delta operations to
evaluate and address environmental concerns. In addition, at the State level, the Delta
Vision and Bay-Delta Conservation Plan processes are defining long-term solutions for
the Delta. Metropolitan is actively engaged in these processes and has initiated the
next update of their IRP.

The State Water Project (SWP) represents approximately 9% of Metropolitan’s 2025
Dry Resources Mix with the supply buffer included. A 22% cutback in SWP supply
represents an overall 2% (22% of 9% is 2%) cutback in Metropolitan supplies in 2025.

In Fiscal Year 2005, the Water Authority purchased 518,625 acre feet of water from
Metropolitan, or approximately 25% of Metropolitan’s water sales. Using the 2%
cutback of 25% represents a net 0.5% impact on Water Authority supplies in Fiscal Year
2005. Neither the Water Authority nor Metropolitan has stated that there is insufficient
water for future planning in Southern California. Each agency is in the process of
reassessing and reallocating their water resources.

Under preferential rights, Metropolitan can allocate water without regard to historic

water purchases or dependence on Metropolitan. Therefore the Water Authority and its
member agencies are taking measures to reduce dependence on Metropolitan through
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development of additional supplies and a water supply portfolio that would not be
jeopardized by a preferential rights allocation.

For Fiscal Year 2006 the Water Authority’s preferential right was 16.46% of
Metropolitan’s supply. So Metropolitan could theoretically take an 8.5% cut out of the
Water Authority’s supply and theoretically, the Water Authority should have alternative
water supply sources to make up for the difference.

In the Water Authority’s 2005 UWMP, they had already planned to reduce reliance on
Metropolitan supplies to 372,922 acre feet per year by 2030, which is a 28% reduction
from the Fiscal Year 2005 Water Authority purchase from Metropolitan. This reduction
is planned to be achieved through diversification of their water supply portfolio. This
reduction would more than compensate for the Metropolitan predicted 22% reduction in
water supply available from the State Water Project, which could be an overall 2%
cutback in Metropolitan total supplies in 2025.

The Water Authority’s Drought Management Plan (May 2006) provides the Water
Authority and its member agencies with a series of potential actions to engage when
faced with a shortage of imported water supplies due to prolonged drought conditions.
Such actions help avoid or minimize impacts of shortages and ensure an equitable
allocation of supplies throughout the San Diego County region.

The District's management and Board of Directors acknowledges the ever-present
challenge of balancing water supply with demand and the inherent need to possess a
flexible and adaptable water supply implementation strategy that can be relied upon
during normal and dry weather conditions. The responsible regional water supply
agencies have and will continue to adapt their resource plans and strategies to meet
climatological, environmental, and legal challenges so that they may continue to provide
water supplies to their service areas. The regional water suppliers (i.e. the Water
Authority and Metropolitan) along with the District fully intend to maintain sufficient
reliable supplies through the 20-year planning horizon under normal, single and multiple
dry year conditions to meet projected demand of the Resort project, along with existing
and other planned development projects within the District’s service area.

If the regional water suppliers determine additional water supplies will be required or in
this case, that water supply portfolios need to be reassessed and redistributed with the
intent to serve the existing and future water needs throughout Southern California, the
agencies must indicate the status or stage of development of actions identified in the
plans they provide. Metropolitan’s plans to update its IRP which will then cause the
Water Authority to update its IRP and UWMP, that will then provide the District with the
necessary water supply documentation. ldentification of a potential future action in such
plans does not by itself indicate that a decision to approve or to proceed with the action
has been made. The District's Board approval of the Resort project WSA&V Report
does not in any way guarantee water supply to the Resort project.
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Alternatively, if the WSA&YV is written to state that water supply is or will be insufficient;
the District must include, in the assessment, a plan to acquire additional water supplies.
At this time, the District should not state there is insufficient water supply.

So the best the District can do right now is to state the current water supply situation
clearly, indicating intent to provide supply through reassessment and reallocation by the
regional as well as the local water suppliers. In doing so, it is believed that the Board
has met the intent of the SB 610 and SB 221 statutes, that the land use agencies and

the water agencies are coordinating their efforts in planning water supplies for new
development.

With District Board approval of the Resort project WSA&V Report the project
proponents can proceed with the draft EIR CEQA review process and water supply
issues will be addressed in the EIR, consistent with the WSA&YV Report.

The District as well as others can comment on the draft EIR with recommendations that
water conservation measures and actions be employed on the Report project.

The WSA&V Report identifies and describes the processes by which water demand
projections for the proposed Report project will be fully included in the water demand
and supply forecasts of the Urban Water Management Plans and other water resources
planning documents of the Water Authority and Metropolitan. Water supplies necessary
to serve the demands of the proposed Resort project, along with existing and other
projected future users, as well as the actions necessary to develop these supplies, have
been identified in the Resort project WSA&V Report and will be included in the future
water supply planning documents of the Water Authority and Metropolitan.

The WSAR&V Report includes, among other information, an identification of existing
water supply entitlements, water rights, water service contracts, water supply projects,
or agreements relevant to the identified water supply needs for the proposed Resort
project. The WSA&YV Report demonstrates and documents that sufficient water
supplies are planned and are intended to be available over a 20-year planning horizon,
under normal conditions and in single and multiple dry years to meet the projected

demand of the proposed Resort project and the existing and other planned development
projects to be served by the District.

Accordingly, following approval of a WSA&V Report for the Resort project by the District
Board of Directors, the WSA&V Report may be used to comply with the requirements of
the legislation enacted by Senate Bills 610 and 221 as follows:

1. Senate Bill 610 Water Supply Assessment: The District Board approved WSA&V
Report may be incorporated into the California Environmental Quality Act
(CEQA) Environmental Impact Report (EIR) compliance process for the Resort
project as a water supply assessment report consistent with the requirements of
the legislation enacted by SB 610. The County as lead agency under CEQA for
the Resort project EIR may cite the approved WSA&V Report as evidence that a

Exhibit A - 6




sufficient water supply is planned for and is intended to be made available to
serve the Resort project.

. Senate Bill 221 Water Supply Verification: The District Board approved WSA&V
Report may be incorporated into the County’s Tentative Map approval process
for the Resort project as a water supply verification report, consistent with the
requirements of the legislation enacted by SB 221. The County, within their
process of approving the Resort project’s Tentative Map, may cite the approved

WSA&YV Report as verification of intended sufficient water supply to serve the
Resort project.

Exhibit A - 7
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Executive Summary

The Otay Water District (WD) prepared this Water Supply Assessment and Verification
. Report (WSA&V Report) at the request of the County of San Diego (County) for the Otay
Ranch Preserve and Resort Community (Resort) project. The Resort project is also known as

Otay Ranch Village 13. Otay Ranch L.P. submitted an entitlement application to the County
for the development of the Resort project.

The Resort project is not currently located within the jurisdictions of the Otay WD, the San
Diego County Water Authority (Water Authority), and the Metropolitan Water District of
Southern California (Metropolitan). The Resort project is required to annex into the
jurisdictions of the Otay WD, Water Authority, and Metropolitan to be eligible to utilize
imported water supply (i.e. to obtain imported water supply service).

The Resort project is included within a land use planning document known as the Otay Ranch
General Development Plan/Sub-regional Plan (Otay Ranch GDP). The County of San Diego
and City of Chula Vista jointly prepared and adopted the Otay Ranch GDP. The Resort
project, identified as Village 13 within the Otay Ranch GDP, is located within what is defined
as the Proctor Valley Parcel of the Otay Ranch GDP. The Resort project is a part of the
designated 14 villages and five planning areas within the Otay Ranch GDP area. The Chula
Vista City Council and the San Diego County Board of Supervisors adopted the Otay Ranch
GDP on October 28, 1993, which was accompanied by a Program Environmental Impact
Report EIR-90-01 (SCH #89010154),

The Otay Ranch L.P. proposed development concept for the approximately 1,869 acre Resort
project is generally planned as a combination of land uses consisting of a resort/hotel and
associated facilities, a mix of single and multi family residential neighborhoods, an
elementary school, a public safety facilities site, commercial, open space, preserve land,
circulation elements, parks, and recreational facilities. The total number of resort hotel units
is planned to be 200. Approximately 545 acres of the total project site are designated for
1,738 single-family detached homes and 200 multi-family homes. Typically a development
project of this magnitude is constructed in several phases over many years.
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Using the land use demand projection criteria as established in the Otay WD 2002 Water
Resources Master Plan (2002 WRMP), the projected potable water demand for the proposed
Resort project totals approximately 1.20 million gallons per day (mgd) or about 1,340 acre
feet per year (ac-ft/yr). The projected recycled water demand for the proposed Resort project

is approximately 0.37 mgd or about 417 ac-ft/yr, representing about 24% of total Resort
project water demand.

The entire watershed of the proposed Resort project is tributary to the Upper and Lower Otay
Reservoirs. Historically, the use of recycled water within watersheds tributary to surface
water storage reservoirs that provide supply for potable domestic water uses has been
prohibited by the Regional Water Quality Control Board (RWQCB) to protect water quality in
the reservoirs. However, the Resort project proponents are required to pursue the use of
recycled water for landscape irrigation purposes.

Prior to being able to implement the use of recycled water within the Resort project, a number
of regulatory approvals will be required and a few are as summarized below.

* RWQCB approval regarding any necessary or required Basin Plan revisions and/or
addressing any potential surface and groundwater quality impact issues.

* Confirmation from the City of San Diego that the proposed use of recycled water is
consistent with their January 2004 Source Water Protection Guidelines as prepared by
Brown and Caldwell.

* Approval from the State of California Department of Public Health addressing any
potential health related impact issues.

The Resort project proponents intend to use recycled water for landscape irrigation. The
primary benefit of using recycled water is that it will offset an equivalent amount of potable
water supply by an estimated 417 ac-ft/yr. If the use of recycled water within the Resort
project does not receive the required regulatory approvals than the projected potable water
demand for the Resort project will be about 1,757 ac-ft/yr. The Otay WD 2002 WRMP, Otay
WD revised 2005 Urban Water Management Plan (2005 UWMP), and the Water Authority
2005 Updated Urban Water Management Plan (2005 UWMP) anticipated that the Resort
project would use only potable water. This is consistent with the historic constraint of the
RWQCB, prohibiting the use of recycled water within watersheds tnbutary to surface water
storage reservoirs that provide untreated water storage for domestic potable water uses.

The Water Authority and Metropolitan have an established process that ensures supplies are
being planned to meet future growth. Any annexations and revisions to established land use
plans are captured in the San Diego Association of Governments (SANDAG!) updated
forecasts for land use planning, demographics, and economic projections. SANDAG serves
as the regional, intergovernmental planning agency that develops and provides forecast
information. The Water Authority and Metropolitan update their demand forecasts and
supply needs based on the most recent SANDAG forecast approximately every five years to
coincide with preparation of their urban water management plans. Prior to the next forecast
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update, local jurisdictions may require water supply assessment and/or verification reports for
proposed land developments that are not within the Otay WD, Water Authority, nor
Metropolitan jurisdictions (i.e. pending or proposed annexations) or that have revised land use
plans than reflected in the existing growth forecasts. Proposed land areas with pending or
proposed annexations or revised land use plans typically result in creating higher demand and
supply requirements than anticipated. The Otay WD, Water Authority, and Metropolitan next
demand forecast and supply requirements and associated planning documents would then
capture any increase or decrease in demands and required supplies as a result of annexations
or revised land use planning decisions such as the proposed annexation of the Resort project
into Otay WD, Water Authority, and Metropolitan jurisdictions. When the Resort project is
annexed into the jurisdictions of the Otay WD, the Water Authority, and Metropolitan water
demand and supply planning information for the Resort project will be a permanent part of
and incorporated within their water resources planning processes and documents.

Metropolitan’s Integrated Resources Plan (IRP) identifies a mix of resources (imported and
local) that, when implemented, will provide 100 percent reliability for full-service demands
through the attainment of regional targets set for conservation, local supplies, State Water
Project supplies, Colorado River supplies, groundwater banking, and water transfers. The
2004 update to the IRP (2004 IRP Update) includes a planning buffer supply intended to
mitigate against the risks associated with implementation of local and imported supply
programs. The planning buffer identifies an additional increment of water that could
potentially be developed if other supplies are not implemented as planned. As part of
implementation of the planning buffer, Metropolitan periodically evaluates supply
development to ensure that the region is not under or over developing supplies. Managed
properly, the planning buffer will help ensure that the southem California region, including
San Diego County, will have adequate water supplies to meet future demands.

Water supply agencies throughout California continue to face climatological, environmental,
legal, and other challenges that impact water source supply conditions, such as the court
rulings regarding the Sacramento-San Joaquin Delta issues and the current ongoing drought
impacting the western states. Challenges such as these essentially always will be present.
The regional water supply agencies, the Water Authority and Metropolitan, along with Otay
WD nevertheless fully intend to have sufficient, reliable supplies to serve demands.

In Section I1.4 of their 2005 Regional Urban Water Management Plan (2005 RUWMP),
Metropolitan states that through effective management of its water supply, they fully expect
to be 100 percent reliable in meeting all non-discounted non-interruptible demands throughout
the next twenty-five years. Metropolitan’s 2005 RUWMP identifies potential reserve supplies
in the supply capability analysis (Tables II-7, 1I-8, and I1-9), which could be available to meet
the unanticipated demands such as those of the Resort project.

In evaluating the availability of sufficient water supply, the Resort project proponents are
required to acquire/participate in the development of alternative water supply project(s). This
can be achieved through participation in one or more local and/or regional water supply
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development projects envisioned by the Otay WD. These water supply projects are in
addition to those identified as sustainable supplies in the current Water Authority and
Metropolitan UWMP, IRP, Master Plans, and other planning documents. These new water
supply projects are in response to the regional water supply issues. These new additional
water supply projects are not currently developed and are in various stages of the planning
process. These water supply projects are planned to be developed and are intended to
increase water supplies to serve the Resort project water supply needs and that of other similar
situated development projects. A few examples of these alternative water supply projects
include the Middle Sweetwater River Basin Groundwater Well project, the North District
Recycled Water Supply Concept, the Rosarito Ocean Desalination Facility project, and the
Rancho del Rey Groundwater Well project. The Water Authority and Metropolitan next
forecast and supply planning documents would capture any increase in water supplies
resulting from any new water resources developed by the Otay WD.

The County Water Authority Act, Section 5 subdivision 11, states that the Water Authority
“as far as practicable, shall provide each of its member agencies with adequate supplies of
water to meet their expanding and increasing needs.”

As part of preparation of a written water supply assessment and verification report, an
agency’s shortage contingency analysis should be considered in determining sufficiency of
supply. Section 9 of the Water Authority’s 2005 UWMP contains a detailed shortage
contingency analysis that addresses a regional catastrophic shortage situation and drought
management. The analysis demonstrates that the Water Authority and its member agencies,
through the Emergency Response Plan, Emergency Storage Project, and Drought
Management Plan (DMP) are taking actions to prepare for and appropriately handle an
interruption of water supplies. The DMP, completed in May 2006, provides the Water
Authority and its member agencies with a series of potential actions to take when faced with a
shortage of imported water supplies from Metropolitan due to prolonged drought or other
supply shortfall conditions. The actions will help the region avoid or minimize the impacts of
shortages and ensure an equitable allocation of supplies.

The WSA&V Report identifies and describes the processes by which water demand
projections for the proposed Report project will be fully included in the water demand and
supply forecasts of the Urban Water Management Plans and other water resources planning
documents of the Water Authority and Metropolitan. Water supplies necessary to serve the
demands of the proposed Resort project, along with existing and other projected future users,
as well as the actions necessary and status to develop these supplies, have been identified in
the Resort project WSA&V Report and will be included in the future water supply planning
documents of the Water Authority and Metropolitan. The current potable water demand
projections and supply requirements for the proposed Resort project are less than those
included in the Otay WD 2005 UWMP, Otay WD 2002 WRMP, and other water resources
planning documents of the Otay WD.
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To fully quantify probable demands to be served by the Water Authority, lands with
impending or proposed applications for annexation to the Otay WD, Water Authority, and
Metropolitan service areas were identified in the Water Authority 2005 UWMP. The Water
Authority included the Resort project potable water demands within their 2005 UWMP to
provide for more comprehensive supply planning and assist in complying with the
requirements of Senate Bills 610 and 221. Estimated water demands for the Resort project
that were provided to the Water Authority and added to the Water Authority forecast are
greater than the current demand estimate for the Resort project.

This WSA&V Report includes, among other information, an identification of existing water
supply entitlements, water rights, water service contracts, water supply projects, or
agreements relevant to the identified water supply needs for the proposed Resort project. The
WSA&V Report demonstrates and documents that sufficient water supplies are planned for
and are intended to be available over a 20-year planning horizon, under normal conditions and
in single and multiple dry years to meet the projected demand of the proposed Resort project
and the existing and other planned development projects to be served by the Otay WD.

Accordingly, after approval of a WSA&YV Report for the Resort project by the Otay WD
Board of Directors (Board), the WSA&V Report may be used to comply with the
requirements of the legislation enacted by Senate Bills 610 and 221 as follows:

1. Senate Bill 610 Water Supply Assessment: The Otay WD Board approved WSA&V
Report may be incorporated into the California Environmental Quality Act (CEQA)
Environmental Impact Report (EIR) compliance process for the Resort project as a
water supply assessment report consistent with the requirements of the legislation
enacted by SB 610. The County as lead agency under CEQA for the Resort project
EIR may cite the approved WSA&YV Report as evidence that a sufficient water supply
is planned for and is intended to be made available to serve the Resort project.

2. Senate Bill 221 Water Supply Verification: The Otay WD Board approved WSA&V
Report may be incorporated into the County’s Tentative Map approval process for the
Resort project as a water supply verification report, consistent with the requirements
of the legislation enacted by SB 221. The County, within their process of approving
the Resort project’s Tentative Map, may cite the approved WSA&YV Report as
verification of intended sufficient water supply to serve the Resort project.

Section 1 - Purpose

Otay Ranch L.P. submitted an entitlement application to the County of San Diego (County)
for the development of the Otay Ranch Preserve and Resort Community (Resort) project. The
County requested that Otay Water District (WD) prepare a Water Supply Assessment and
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Verification Report (WSA&V Report) for the Resort project. The Resort project description
1s provided in Section 3 of this WSA&YV Report.

This WSA&YV Report for the Resort project has been prepared by the Otay WD in
consultation with Dexter Wilson Engineering, Inc., the San Diego County Water Authority
(Water Authority), and the County pursuant to Public Resources Code Section 21151.9 and |
California Water Code Sections 10631, 10656, 10910, 1091 1, 10912, and 10915 referred to as
Senate Bill (SB) 610 and Business and Professions Code Section 11010 and Government
Code Sections 65867.5, 66455.3, and 66473.7 referred to as SB 221. SB 610 and SB 221
amended state law, effective January 1, 2002, intending to improve the link between
information on water supply availability and certain land use decisions made by cities and
counties. SB 610 requires that the water purveyor of the public water system prepare a water
supply assessment to be included in the California Environmental Quality Act (CEQA)
environmental documentation and approval process of certain proposed projects. SB 221
requires affirmative written verification from the water purveyor of the public water system
that sufficient water supplies are to be available for certain residential subdivisions of
property prior to approval of a tentative map. The requirements of SB 610 and SB 221 are
being addressed by this WSA&YV Report.

The County also requested, since the requirements of SB 610 and SB 221 are substantially

similar, that Otay WD prepare both the water supply assessment and verification
concurrently.

This WSA&V Report evaluates water supplies that are planned to be available during normal
single dry year, and multiple dry water years during a 20-year planning horizon to meet
existing demands, expected demands of the Resort project, and reasonably foreseeable
planned future water demands served by Otay WD. The Otay WD Board of Directors
approved WSA&V Report is planned to be used by the County in its evaluation of the Resort
project under the CEQA and Tentative Map approval processes.

b

Section 2 - Findings

The Otay WD prepared this WSA&V Report at the request of the County for the Otay Ranch
Preserve and Resort Community project. The Resort project is also known as Otay Ranch

Village 13. Otay Ranch L.P. submitted an entitlement application to the County for the
development of the Resort project.

The Resort project is not currently located within the jurisdictions of the Otay WD, the Water
Authority, and the Metropolitan Water District of Southern California (Metropolitan). The
Resort project is required to annex into the jurisdictions of the Otay WD, the Water Authority,

and Metropolitan to be eligible to utilize imported water supply (i.e. to obtain imported water
supply service).




Otay Water District
Water Supply Assessment and Verification Report
Otay Ranch Preserve and Resort Community

The Water Authority and Metropolitan have an established process that ensures supplies are
being planned to meet future growth. Any annexations and revisions to established land use
plans are captured in the San Diego Association of Governments (SANDAG) updated
forecasts for land use planning, demographics, and economic projections. SANDAG serves
as the regional, intergovernmental planning agency that develops and provides forecast
information. The Water Authority and Metropolitan update their demand forecasts and
supply needs based on the most recent SANDAG forecast approximately every five years to
coincide with preparation of their urban water management plans. Prior to the next forecast
update, local jurisdictions may require water supply assessment and/or verification reports for
proposed land developments that are not within the Otay WD, Water Authority, nor
Metropolitan jurisdictions (i.e. pending or proposed annexations) or that have revised land use
plans than reflected in the existing growth forecasts. Proposed land areas with pending or
proposed annexations or revised land use plans typically result in creating higher demand and
supply requirements than anticipated. The Otay WD, the Water Authority, and Metropolitan
next demand forecast and supply requirements and associated planning documents would then
capture any increase or decrease in demands and required supplies as a result of annexations
or revised land use planning decisions such as the proposed annexation of the Resort project
into Otay WD, Water Authority, and Metropolitan jurisdictions. When the Resort project is
annexed into the jurisdictions of the Otay WD, the Water Authority, and Metropolitan water
demand and supply planning information for the Resort project will be a permanent part of
and incorporated within their water resources planning processes and documents,

This process is utilized by the Water Authority and Metropolitan to document the water
supplies necessary to serve the demands of the proposed Resort project, along with existing
and other projected future users, as well as the actions necessary to develop these supplies.
Through this process the necessary demand and supply information is thus assured to be
identified and incorporated within the water supply planning documents of the Water
Authority and Metropolitan.

To fully quantify probable demands to be served by the Water Authority, lands with
impending or proposed applications for annexation into the Otay WD, Water Authority, and
Metropolitan service areas are identified in the Water Authority 2005 UWMP. Working with
its member agencies, the Water Authority identified potential near-term annexations as being
parcels that may be annexed to the Otay WD, Water Authority, and Metropolitan within the
next five years. Estimated water demands for those parcels, which included the Resort
project, were provided to the Water Authority by the member agency or project proponent and
were then added to the Water Authority forecast. The Water Authority included the sum of
the projected potable and recycled water demands for the Resort project as a potable water
demand within their 2005 UWMP to provide for more comprehensive supply planning and
assist member agencies such as Otay WD in complying with Senate Bills 610 and 221.

Tables 2-2 and 2-9 within the Water Authority 2005 UWMP provides projected demand
information for the anticipated pending annexations, which includes the Resort project. The
potable water demand projections and supply requirements for the proposed Resort project are
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also currently within the Otay WD 2005 UWMP and other water resources planning
documents of the Otay WD. The current Resort project demand and supply requirements are
less than those contained with the Otay WD 2002 WRMP, the Otay WD 2005 UWMP, and
the Water Authority 2005 UWMP.

In evaluating the availability of sufficient water supply, the Resort project proponents are
required to acquire/participate in the development of alternative water supply project(s). This
can be achieved through participation in one or more local and/or regional water supply
development projects envisioned by the Otay WD. These water supply projects are in
addition to those identified as sustainable supplies in the current Water Authority and
Metropolitan UWMP, IRP, Master Plans, and other planning documents. These new water
supply projects are in response to the regional water supply issues related to the Sacramento-
San Joaquin Delta and the current ongoing western states drought conditions. These new
additional water supply projects are not currently developed and are in various stages of the
planning process. These water supply projects are planned to be developed and are intended
to increase water supplies to serve the Resort project water supply needs and that of other
similar situated development projects. A few examples of these alternative water supply
projects include the Middle Sweetwater River Basin Groundwater Well project, the North
District Recycled Water Supply Concept, the Rosarito Ocean Desalination Facility project,
and the Rancho del Rey Groundwater Well project. The Water Authority and Metropolitan
next forecast and supply planning documents would capture any increase in water supplies
resulting from any new water resources developed by the Otay WD.

Water supplies necessary to serve the demands of the proposed Resort project, along with
existing and other reasonably foreseeable projected future users, as well as the actions
necessary and status to develop these supplies, will be identified and included within the
water supply planning documents of the Water Authority and Metropolitan. This WSA&V
Report demonstrates and verifies that with development of the resources currently identified
and those that may be additional acquired, that there is sufficient water supplies being planned
for and is intended to be developed over the next 20-year planning horizon to meet the
projected demand of the proposed Resort project and the existing and other reasonably
foreseeable planned development projects within the Otay WD.

This WSA&V Report includes, among other information, an identification of existing water
supply entitlements, water rights, water service contracts, proposed water supply projects, or
agreements relevant to the identified water supply needs for the proposed Resort project. This
WSA&YV Report incorporates by reference the current Urban Water Management Plans and
other water resources planning documents of the Otay WD, the Water Authority, and
Metropolitan. The Otay WD prepared this WSA&V to verify and document that sufficient
water supplies are being planned for and are intended to be acquired to meet projected water
demands of the Resort project and the existing and other reasonably foreseeable planned
development projects within the Otay WD for a 20-year planning horizon, in normal supply
years, and in single dry and multiple dry years.
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Based on a normal water supply year, the five-year increments for a 20-year projection
indicate projected water supply is being planned for and is intended to be acquired to meet the
estimated water demand of the Otay WD (38,774 acre-feet (ac-ft) in 2005 to 72,853 ac-fi in
2025 per the Otay WD 2005 UWMP). Based on dry year forecasts, the estimated water
supply is also being planned for zmd is intended to be acquired to meet the projected water
demand, during single dry and mmitiple dry year scenarios. On average, the dry-year demands
are about 7% higher than the normal demands. Using this model, the projected single dry
year necessary supply requirement for 2010 is 53,299 ac-ft and for multiple dry years
beginning in 2007 46,212 ac-fi, 48,574 ac-ft, and 50,936 ac-ft, respectively, is necessary to
meet demand. The Otay WD recycled water supply is assumed to be drought-proof and not
subject to reduction during dry periods.

Together, these findings demonsizate and verify that sufficient water supplies are being
planned for and are intended to be acquired, as well as the actions necessary and status to
develop these supplies are and will be further documented, to serve the proposed Resort
project and the existing and other reasonably foreseeable planned projects within the Otay
WD in both normal and single and multiple dry year forecasts for a 20-year planning horizon.

Section 3 - Project Description

The Otay Ranch Preserve and Resort Community project also referred to as the Resort Village
or Otay Ranch Village 13 is located within the unincorporated area of the County of San
Diego, California. Refer to Appendix A for a regional location and vicinity map of the
proposed Resort project. The Upper and Lower Otay Reservoirs generally bound the Resort
project to the west and south. The Resort project is not currently within the jurisdictions of
the Otay WD, the Water Authority, and Metropolitan.

The Resort project is included within a land use planning document known as the Otay Ranch
General Development Plan/Sub-regional Plan (Otay Ranch GDP). The County of San Diego
and City of Chula Vista jointly prepared and adopted the Otay Ranch GDP. The Resort
project, identified as Village 13 within the Otay Ranch GDBP, is located within what is defined
as the Proctor Valley Parcel of the Otay Ranch GDP. The Resort project is a part of the
designated 14 villages and five planning areas within the Otay Ranch GDP area.

The Chula Vista City Council and the San Diego County Board of Supervisors adopted the
Otay Ranch GDP on October 28, 1993, which was accompanied by a Program Environmental
Impact Report EIR-90-01 (SCH #89010154),

The approximately 23,000 acre Otay Ranch is a master-planned community that includes a
broad range of residential, commercial, retail, and industrial development interwoven with
civic and community uses, such as libraries, parks, and schools, together with an open space
preserve system consisting of approximately 11,375 acres.
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The Otay Ranch L.P. proposed development concept for the approximately 1,869 acre Resort
project is planned as a combination of land uses as shown in Table 1.

Table 1
Otay Ranch Preserve and Resort Community Proposed Land Uses’

Otay Ranch Preserve and Resort | Single-Family Residential 534.5 acres 1,738 units
Otay Ranch Preserve and Resort | Multi-Family Residential 10.3 acres 200 units
Otay Ranch Preserve and Resort | Elementary School 10.1 acres
Otay Ranch Preserve and Resort { Public Safety 3.4 acres
Otay Ranch Preserve and Resort | Resort/Hotel 17.4 acres 200 units
Otay Ranch Preserve and Resort | Commercial 8.5 acres
Otay Ranch Preserve and Resort | Parks 26.0 acres
Otay Ranch Preserve and Resort | Irrigated Open Space 138.7 acres
Otay Ranch Preserve and Resort | Circulation 41.6 acres
Otay Ranch Preserve and Resort | Natural Open Space Preserve 1,078.1 acres
Totals 1,868.6 acres 2,138 units

"'Source: Dexter Wilson Engineering, Inc., “Overview of Water Service for Otay Ranch Village 13,”
December 2008 (i.e. Otay Ranch Preserve and Resort Community Project).

The resort/hotel is on approximately 17.4 acres and is planned to include restaurants, guest
rooms, a conference center, specialty shops, and recreational facilities. The total number of
resort guest rooms is planned to be 200. Approximately 544.8 acres of the total project site
are designated for residential use consisting of 1,938 units that includes 534.5 acres for 1,738
single-family detached units and 10.3 acres for 200 multi-family homes. Also, the Resort
project includes a 10.1 acre elementary school site, 26.0 acres for neighborhood parks, 3.4
acre public safety site, 8.5 acres of commercial sites, 41.6 acres for circulation elements,
138.7 acres of irrigated open space, and 1,078.1 acres of natural open space preserve.
Typically a development project of this magnitude is constructed in several phases over many
years. Refer to Appendix B for the proposed development plan of the Resort project.

The County of San Diego has identified discretionary actions and/or permit approval
requirements for the Resort project. The projected potable and recycled water demands and
resulting water supply requirements associated with the Resort project have considered the
discretionary actions and/or permit approvals and are incorporated into and used in this
WSA&V Report. The water demands for the proposed Resort project are provided in Section
5 - Historical and Projected Water Demands.

10
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Section 4 — Otay Water District

The Otay WD is a municipal water district formed in 1956 pursuant to the Municipal Water
District Act of 1911 (Water Code §§ 71000 et seq.). The Otay WD joined the Water
Authority as a member agency in 1956 to acquire the right to purchase and distribute imported
water throughout its service area. The Water Authority is an agency responsible for the
wholesale supply of water to its 24 public agency members in San Diego County.

The Otay WD currently relies on the Water Authority for 100 percent of its treated water
supply. The Water Authority is the agency responsible for the supply of imported water into
San Diego County through its membership in Metropolitan. The Water Authority currently
obtains the vast majority of its imported supply from Metropolitan, but is in the process of
diversifying its available supplies.

The Otay WD provides water service to residential, commercial, industrial, and agricultural
customers, and for environmental and fire protection uses. In addition to providing water
throughout its service area, Otay WD also provides sewage collection and treatment services
to a portion of its service area known as the Jamacha Basin. The Otay WD also owns and
operates the Ralph W. Chapman Water Recycling Facility (RWCWRF) which has an
effective treatment capacity of 1.2 million gallons per day (mgd) or about 1,300 acre feet per
year (ac-ft/yr) to produce recycled water. On May 18, 2007 an additional source of recycled
water supply, at least 6 mgd or about 6,720 ac-ft/yr, became available to Otay WD from the
City of San Diego’s South Bay Water Reclamation Plant (SBWRP).

The Otay WD jurisdictional area is generally located within the south central portion of San
Diego County and includes approximately 125 square miles. The Otay WD serves portions of
the unincorporated communities of southem El Cajon, La Mesa, Rancho San Diego, Jamul,
Spring Valley, Bonita, and Otay Mesa, the eastern portion of the City of Chula Vista and a
-portion of the City of San Diego on Otay Mesa. The Otay WD jurisdiction boundaries are
roughly bounded on the north by the Padre Dam Municipal Water District, on the northwest
by the Helix Water District, and on the west by the South Bay Irri gation District (Sweetwater

Authority) and the City of San Diego. The southern boundary of Otay WD is the international
border with Mexico.

The planning area addressed in the Otay WD 2002 Water Resources Master Plan (2002
WRMP) and the Otay WD revised 2005 Urban Water Management Plan (2005 UWMP)
includes the land within the jurisdictional boundary of the Otay WD and those areas outside
of the present Otay WD boundaries considered to be in the Area of Influence of the Otay WD.
Figure 3-1 contained within the Otay WD 2002 WRMP shows the jurisdictional boundary of
the Otay WD and the Area of Influence which includes the Resort project area. The planning
area is approximately 143 square miles, of which approximately 125 square miles are within
the Otay WD current boundaries and approximately 18 square miles are in the Area of
Influence. The area east of Otay WD is rural and currently not within any water purveyor
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jurisdiction and potentially could be served by the Otay WD in the future if the need for
imported water becomes necessary, as is the case for the Area of Influence.

The City of Chula Vista, the City of San Diego, and the County of San Diego are the three
land use planning agencies within the Otay WD jurisdiction. Data on forecasts for land use
planning, demographics, economic projections, population, and the future rate of growth
within Otay WD were obtained from the San Diego Association of Governments (SANDAG).
SANDAG serves as the regional, intergovernmental planning agency that develops and
provides forecast information through the year 2030. Population growth within the Otay WD
service area is expected to increase from the 2005 figure of approximately 179,000 to an
estimated 268,000 by 2025, and is estimated to be 277,000 at ultimate build out. Land use
information used to develop water demand projections are based upon Specific or Sectional
Planning Areas, the Otay Ranch General Development Plan/Sub-regional Plan, East Otay
Mesa Specific Plan Area, San Diego County Community Plans, and City of San Diego, City
of Chula Vista, and County of San Diego General Plans.

The Otay WD long-term historic growth rate has been approximately 3% per year. In recent
past years, growth has occurred at a faster rate due to accelerated residential development in
the eastemn portion of the City of Chula Vista. The SANDAG forecast predicts this
accelerated growth to continue for another five to ten years. The growth rate has significantly
slowed and it is expected to slow as the inventory of developable land is diminished.

Climatic conditions within the Otay WD service area are characteristically Mediterranean
near the coast, with mild temperatures year round. Inland areas are both hotter in summer and
cooler in winter, with summer temperatures often exceeding 90 degrees and winter
temperatures occasionally dipping to below freezing. Most of the region’s rainfall occurs

during the months of December through March. Average annual rainfall is approximately 9.4
inches per year.

Historic climate data were obtained from the Western Regional Climate Center for Station
042706 (El Cajon). This station was selected because its annual temperature variation is
representative of most of the Otay WD service area. While there is a station in the City of
Chula Vista, the temperature variation at the City of Chula Vista station is more typical of a
coastal environment than the conditions in most of the Otay WD service area.

4.1 Urban Water Management Plan

In accordance with the California Urban Water Management Planning Act, the Otay WD
Board of Directors adopted an Urban Water Management Plan in December 2005 and it was
subsequently submitted to the California Department of Water Resources (DWR). DWR
required Otay WD to make revisions to the submitted plan. The Otay WD Board of Direciors
adopted the revised Otay WD 2005 UWMP in July 2007. As required by law, the Otay WD
2005 UWMP includes projected water supplies required to meet future demands through
2030. In accordance with Water Code Section 10910 (c)(2) and Government Code Section
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66473.7 (c)(3), information from the Otay WD 2005 UWMP along with supplemental
information from the Otay WD 2002 WRMP have been utilized to prepare this WSA&V
Report and are incorporated herein by reference.

Section 5 — Historical and Projected Water Demands

The projected demands for Otay WD are based on Specific or Sectional Planning Areas, the
Otay Ranch General Development Plan/Sub-regional Plan, the East Otay Mesa Specific Plan
Area, San Diego County Community Plans, and City of San Diego, City of Chula Vista, and
County of San Diego General Plans. This land use information is also used by SANDAG as
the basis for its most recent forecast data. This land use information is utilized in the
preparation of the Otay WD 2002 WRMP and Otay WD 2005 UWMP to develop the
forecasted demands and supply requirements.

In 1994, the Water Authority selected the Institute for Water Resources-Municipal and
Industrial Needs (MAIN) computer model to forecast municipal and industrial water use for
the San Diego region. The MAIN model uses demographic and economic data to project
sector-level water demands (i.e. residential and non-residential demands). This econometric
model has over a quarter of a century of practical application and is used by many cities and
water agencies throughout the United States. The Water Authority’s version of the MAIN

model was modified to reflect the San Diego region’s unique parameters and is known as
CWA-MAIN.

The foundation of the water demand forecast is the underlying demographic and economic
projections. This was a primary reason, why, in 1992 the Water Authority and SANDAG
entered into a Memorandum of Agreement (MOA), in which the Water Authority agreed to
use the SANDAG current regional growth forecast for water supply planning purposes. In
addition, the MOA recognizes that water supply reliability must be a component of San Diego
‘County’s regional growth management strategy required by Proposition C, as passed by the
San Diego County voters in 1988. The MOA ensures a strong linkage between local general

plan land use forecasts and water demand projections and resulting supply needs for the San
Diego region.

Consistent with the previous CWA-MAIN modeling efforts, the 2005 water demand forecast
update utilized the latest official SANDAG demographic projections. The SANDAG 2030
Forecast, released in December 2003, extended the projection horizon an additional ten years
t0 2030. Member agency-level demographic and economic projections were compiled from
this SANDAG forecast and incorporated into the CWA-MAIN model.

The municipal and industrial forecast also included an updated accounting of projected

conservation savings based on projected regional implementation of the California Urban
Water Conservation Council (CUWCC) Best Management Practices and SANDAG
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demographic information for the period 2005 through 2030. These savings estimates were
then factored into the baseline municipal and industrial demand forecast.

A separate agricultural model, also used in prior modeling efforts, was used to forecast
agricultural water demands within the Water Authority service area. This model estimates
agricultural demand to be met by the Water Authority’s member agencies based on
agricultural acreage projections provided by SANDAG, crop distribution data derived from
the Department of Water Resources and the California Avocado Commission, and average

crop-type watering requirements based on California Irrigation Management Information
System data.

The Water Authority and Metropolitan update their water demand and supply projections
within their jurisdictions utilizing the SANDAG most recent growth forecast to project future
water demands. This provides for the important strong link between demand and supply
projections to the land use plans of the cities and the county. This provides for consistency
between the retail and wholesale agencies water demand projections, thereby ensuring that
adequate supplies are and will be planned for the Otay WD existing and future water users.
Existing land use plans, any revisions to land use plans, and annexations are captured in the
SANDAG updated forecasts. The Water Authority and Metropolitan will update their

demand forecasts based on the SANDAG most recent forecast approximately every five years
to coincide with preparation of their urban water management plans. Prior to the next forecast
update, local jurisdictions may require water supply assessment and/or verification reports
consistent with Senate Bills 610 and 221 for proposed land use developments that either have
pending or proposed annexations into the Otay WD, Water Authority, and Metropolitan or
that have revised land use plans than originally anticipated. The Water Authority and
Metropolitan next forecast and supply planning documents would then capture any increase or
decrease in demands caused by annexations or revised land use plans.

In evaluating the availability of sufficient water supply, the Resort project proponents are
required to acquire/participate in the development of alternative water supply project(s). This
can be achieved through participation in one or more local and/or regional water supply
development projects envisioned by the Otay WD. These water supply projects are in
addition to those identified as sustainable supplies in the current Water Authority and
Metropolitan UWMP, IRP, Master Plans, and other planning documents. These new water
supply projects are in response to the regional water supply issues related to climatological,
environmental, legal, and other challenges that impact water source supply conditions, such as
the court rulings regarding the Sacramento-San Joaquin Delta and the current ongoing
western states drought conditions. These new additional water supply projecis are not
currently developed and are in various stages of the planning process. These water supply
projects are planned to be developed and are intended to increase water supplies to serve the
Resort project water supply needs and that of other similar situated development projects. A
few examples of these alternative water supply projects include the Middie Sweetwater River
Basin Groundwater Well project, the North District Recycled Water Supply Concept, the
Rosarito Ocean Desalination Facility project, and the Rancho del Rey Groundwater Well
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project. The Water Authority and Metropolitan next forecast and supply planning documents

would capture any increase in water supplies resulting from any new water resources
developed by the Otay WD.

In addition, Metropolitan’s 2005 Regional Urban Water Management Plan identified potential
reserve supplies in the supply capability analysis (Tables I1-7, II-8, and I1-9), which could be
available to meet any unanticipated demands. The Water Authority and Metropolitan next
forecast and supply planning documents would capture any increase in necessary supply
resources resulting from any new water supply resources.

To fully quantify probable demands served by the Water Authority, lands with impending or
proposed applications for annexation to the Otay WD, Water Authority, and Metropolitan
service areas are identified in the Water Authority 2005 Updated Urban Water Management
Plan (2005 UWMP). Working with its member agencies, the Water Authority identified
potential near-term annexations as being parcels that may be annexed to the Otay WD, Water
Authority, and Metropolitan within the next five years. Estimated water demands for those
parcels, which included the Resort project, were provided to the Water Authority by the
member agency or project proponent and then added to the Water Authority forecast. The
Water Authority included the potential near-term annexation land areas projected potable
water demands, such as the Resort project, within their 2005 UWMP to provide for more
comprehensive supply planning and assist member agencies such as Otay WD in complying
with Senate Bills 610 and 221. Tables 2-2 and 2-9 within the Water Authority 2005 UWMP
provides projected demand information for the anticipated pending annexations, which
included the Resort project. The current Resort project demand and supply requirements are
less than those contained with the Water Authority 2005 UWMP.

The Otay WD water demand projection methodology utilizes a component land use approach. This is
done by applying representative values of water use to the acreage of each land use type and then
aggregating these individual land use demand projections into an overall total demand for the Otay
WD. This is called the water duty method, and the water duty is the amount of water used in acre-
feet per acre per year. This approach is used for all the land use types except residential development where a
demand per dwelling unit was applied. In addition, commercial and industrial water use categories
are further subdivided by type including separate categories for golf courses, schools, jails,
prisons, hospitals, etc. where specific water demands are established.

To determine water duties for the various types of land use, the entire water meter database of the
Otay WD is utilized and sorted by the appropriate land use types. The metered consumption records
are then examined for each of the land uses, and water duties are determined for the various types of
residential, commercial, industrial, and institutional land uses. For example the water duty factors
for commercial and industriat land uses are estimated using 1,785 and 893 gallons per day per acre
respectively. Residential water demand is established based on the same data but computed on a per-
dwelling unit basis. The focus is to ensure that for each of the residential land use categories (very
low, low, medium, and high densities), the demand criteria used is adequately represented
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based upon actual data. This method is used because residential land uses constitute a
substantial percentage of the total developable planning area of the Otay WD.

By applying the established water duties to the proposed land uses, the projected water
demand for the entire Otay WD planning area at ultimate development is determined.
Projected water demands for the intervening years were determined using growth rate

projections consistent with data obtained from SANDAG and the experience of the Otay WD.

The historical and projected potable water demands for Otay WD are shown in Table 2.

Table 2
Historical and Projected Potable Water Fiscal Year Demands (acre-feet)
Incorporating Water Conservation BMP Efforts’

| WaterUsesectors | 1995 | 2000 | 2005 | 2010 | ‘2015 | 2020 | 2005 | 2030
Single Family Residential 10,604 | 15,331 [ 19,850 | 25,442 | 29,130 33,316 | 37,211 | 42,089
Multi-Family Residential 1,880 1,986 | 2,893 | 3,708 | 4,245 | 4,855 | 5,423 6,134
Commercial & Industrial 1,650 | 3,043 1,549 | 1,986 | 2,274 | 2,600 | 2,904 | 3,285
Institutional & Governmental | 1680 | 2,089 | 2,115 | 2,711 3,104 | 3,550 | 3,965 | 4,485
Landscape 3,983 6,256 | 8,512 | 10,910 | 12,491 | 14,286 | 15,956 18,048
Agricultural 487 171 2,268 | 2,907 | 3,328 | 3,806 | 4,251 4,809
Known Losses * * 51t 655 749 857 957 1,083
System Losses * 1,733 1,076 | 1,494 | 1,711 1,957 | 2,186 | 2,472

Totals 20,284 | 30,609 | 38,774 | 49,813 | 57,032 65,227 | 72,853 | 82,405

! Source: The Otay WD 2005 UWMP.
* Known losses (i.e. unaccounted for water in the Otay WD 2005 UWMP) and system losses unavailable.

The historical and projected recycled water demands for Otay WD are shown in Table 3.

Table 3
Historical and Projected Recycled Water Fiscal Year Demands (acre-feet)

Incorporating Water Conservation BMP Efforts’

3 Wété,i-’:IiI"se‘Sec't@lj?f : 1995

12000 | 2005 | 2010 | 2015 | 2020 | 2025 | 203
Landscape 614 1,274 L155 | 4,040 | 4,684 | 5430 | 6,294 | 7,297
Totals { 614 1,274 | 1,155 | 4,040 | 4,684 | 5430 | 6,294 | 7,297

Source: The Otay WD 2005 UWMP.

16




Otay Water District

Water Supply Assessment and Verification Report
Otay Ranch Preserve and Resort Community

Using the land use demand projection criteria as established in the Otay WD 2002 WRMP,
the current projected potable water demand for the proposed Resort project is shown in Table
4, which totals approximately 1.20 mgd or about 1,340 ac-ft/yr.

Table 4
Otay Ranch Preserve and Resort Community Projected Potable
Water Annual Average Demands’

Lewton | LandUseDescripion | Ppelne | Demand
Otay Ranch Preserve and Resort | Single-Family Residential 1,738 units 1,023,700
Otay Ranch Preserve and Resort | Multi-Family Residential 200 units 60,000
Otay Ranch Preserve and Resort | Flementary School 18,030
Otay Ranch Preserve and Resort | Public Safety 6,070
Otay Ranch Preserve and Resort | Resort/Hotel 200 units 60,000
Otay Ranch Preserve and Resort | Resort Complex 13,350
Otay Ranch Preserve and Resort | Parks 0
Otay Ranch Preserve and Resort | Commercial 15,170
Otay Ranch Preserve and Resort | Irrigated Open Space 0
Otay Ranch Preserve and Resort | Circulation 0
Otay Ranch Preserve and Resort | Natural Open Space Preserve 0
Totals 2,138 units 1,196,320

"'Source: Dexter Wilson Engineering, Inc., “Overview of Water Service for Otay Ranch Village 13,”
December 2008 (i.e. Otay Ranch Preserve and Resort Community Project).

Historically, the use of recycled water within watersheds tributary to surface water storage
reservoirs that are used to store untreated water for eventual treatment to potable standards for
domestic water uses has been prohibited by the Regional Water Quality Control Board
(RWQCB) in an effort to protect untreated water quality in the reservoirs. The entire
watershed of the proposed Resort project is tributary to the Upper and Lower Otay Reservoirs.
However, the Resort project proponents are required to pursue the use of recycled water.

Prior to being able to implement the use of recycled water within the Resort project, a number
of regulatory approvals will be required and a few are as summarized below.

* RWQCB approval regarding any necessary or required Basin Plan revisions and/or
addressing any potential surface and groundwater quality impact issues.
* Confirmation from the City of San Diego that the proposed use of recycled water is

consistent with their January 2004 Source Water Protection Guidelines as prepared by
Brown and Caldwell.
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* Approval from the State of California Department of Public Health addressing any
potential health related impact issues.

The current projected recycled water demand for the proposed Resort project is provided in
Table 5, which totals approximately 0.37 mgd or about 417 ac-ft/yr, representing about 24%
of total Resort project demand. The sum of the current potable and recycled water demand
projections are lower than, yet consistent with the Resort project total projected potable water

demand included in the Otay WD 2005 UWMP, the Otay WD 2002 WRMP, and the Water
Authority 2005 UWMP.

Table 5
Otay Ranch Preserve and Resort Community Projected Recycled
Water Annual Average Demands’

Otay Ranch Preserve and Resort Multi-Family Residential 10.3 acres 3,230
Otay Ranch Preserve and Resort | Resort/Hotel 17.4 acres 7,540
Otay Ranch Preserve and Resort | Commercial 8.5 acres 1,940
Otay Ranch Preserve and Resort | Parks 26.0 acres 56,030
Otay Ranch Preserve and Resort | Elementary School 10.1 acres 4,310
Otay Ranch Preserve and Resort | Irrigated Open Space 138.7 acres 298,900
Totals 211.0 acres 371,950

"Source: Dexter Wilson Engineering, Inc., “Overview of Water Service for Otay Ranch Village 13,”
December 2008 (i.e. Otay Ranch Preserve and Resort Community Project).

The Resort project proponents are intending to use recycled water for landscape irrigation.
The primary benefit of using recycled water is that it will offset an equivalent amount of
potable water supply by an estimated 417 ac-ft/yr. If the use of recycled water within the
Resort project does not receive the required regulatory approvals than the projected potable
water demand for the Resort project will be about 1,757 ac-ft/yr. The Otay WD 2002 WRMP
Otay WD 2005 UWMP, and the Water Authority 2005 UWMP anticipated that the Resort
project would use only potable water. This is consistent with the historic constraint of the
RWQCSB, prohibiting the use of recycled water within watersheds tributary to surface water
storage reservoirs that provide untreated water storage for domestic potable water uses.

b

3.1 Demand Management (Water Conservation)

Demand management, or water conservation is a critical part of the Otay WD 2005 UWMP
and its long term strategy for meeting water supply needs of the Otay WD customers. Water
conservation, is frequently the lowest cost resource available to any water agency. The goals
of the Otay WD water conservation programs are to:
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* Reduce the demand for more expensive, imported water.

* Demonstrate continued commitment to the Best Management Practices (BMP).
¢ Ensure a reliable water supply.

The Otay WD is signatory to the Memorandum of Understanding (MOU) Regarding Urban
Water Conservation in California, which created the California Urban Water Conservation
Council (CUWCC) in 1991 in an effort to reduce California’s long-term water demands.
Water conservation programs are developed and implemented on the premise that water
conservation increases the water supply by reducing the demand on available supply, which is
vital to the optimal utilization of a region’s water supply resources. The Otay WD
participates in many water conservation programs designed and typically operated on a shared
cost participation program basis among the Water Authority, Metropolitan, and their member
agencies. The demands shown in Tables 2, 3, 4, and 5 take into account implementation of
water conservation measures within Otay WD.

As one of the first signatories to the MOU Regarding Urban Water Conservation in
California, the Otay WD has made BMP implementation for water conservation the
cornerstone of its conservation programs and a key element in its water resource management
strategy. As a member of the Water Authority, Otay WD also benefits from regional
programs performed on behalf of its member agencies. The BMP programs implemented by
Otay WD and regional BMP programs implemented by the Water Authority that benefit all
their member agencies are addressed in the Otay WD 2005 UWMP. In partnership with the
Water Authority, the County of San Diego, City of San Diego, City of Chula Vista, and
developers, the Otay WD water conservation efforts are expected to grow and expand. The
resulting savings directly relate to additional available water in the San Diego County region
for beneficial use within the Water Authority service area, including the Otay WD.

Additional conservation or water use efficiency measures or programs practiced by the Otay
WD include the following:

* Supervisory Control and Data Acquisition System

The Otay WD implemented and has operated for many years a Supervisor Control and
Data Acquisition (SCADA) system to control, monitor, and collect data regarding the
operation of the water system. The major facilities that have SCADA capabilities are the
water flow control supply sources, transmission network, pumping stations, and water
storage reservoirs. The SCADA system allows for many and varied useful functions.
Some of these functions provide for operating personnel to monitor the water supply
source flow rates, reservoir levels, turn on or off pumping units, etc. The SCADA system
aids in the prevention of water reservoir overflow events and increases energy efficiency.

*  Water Conservation Ordinance
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California Water Code Sections 375 et seq. permit public entities which 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 conserving water supplies of such public
entity. The Otay WD Board of Directors established a comprehensive water conservation
program pursuant to California Water Code Sections 375 et seq., based upon the need to
conserve water supplies and to avoid or minimize the effects of any future shortage. A

water shortage could exist based upon the occurrence of one or more of the following
conditions:

1.~ A general water supply shortage due to increased demand or limited supplies.
2. Distribution or storage facilities of the Water Authority or other agencies become
inadequate.

3. A major failure of the supply, storage, and distribution facilities of Metropolitan,
Water Authority, and/or Otay WD.

The Otay WD water conservation ordinance finds and determines that the conditions
prevailing in the San Diego County area require that the available water resources be put
to maximum beneficial use to the extent to which they are capable, and 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 people of the Otay WD and for the public
welfare.

As a signatory to the MOU Regarding Urban Water Conservation in California, the Otay WD
is required to submit biannual reports that detail the implementation of current water
conservation practices. The Otay WD voluntarily agreed to implement the fourteen water
conservation Best Management Practices beginning in 1992. The Otay WD submits its report
to the CUWCC every two years. The Otay WD BMP Reports for 2001 to 2004, as well as the
BMP Coverage Report for 2003-04, are included in the Otay WD 2005 UWMP.

The Resort project will implement the CUWCC Best Management Practices for water
conservation such as installation of ultra low flow toilets, development of a water
conversation plan, and potential beneficial use of recycled water, all of which are typical
requirements of development projects within the County of San Diego.

Section 6 - Existing and Projected Supplies

The Otay WD currently does not have an independent raw or potable water supply source.
The Otay WD is a member public agency of the Water Authority. The Water Authority is a
member public agency of Metropolitan. The statutory relationships between the Water
Authority and its member agencies, and Metropolitan and its member agencies, respectively,
establish the scope of the Otay WD entitlement to water from these two agencies.
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The Water Authority through two delivery pipelines, referred to as Pipeline No. 4 and the La
Mesa Sweetwater Extension Pipeline, currently supply the Otay WD with 100 percent of its
potable water. The Water Authority in turn, currently purchases the majority of its water from
Metropolitan. Due to the Otay WD reliance on these two agencies, this WSA&V Report
includes referenced documents that contain information on the existing and projected
supplies, supply programs, and related projects of the Water Authority and Metropolitan. The
Otay WD, Water Authority, and Metropolitan are actively pursuing programs and projects to
diversify their water supply resources.

The description of local recycled water supplies available to the Otay WD is also discussed
below.

6.1 Metropolitan Water District of Southern California 2005 Regional
Urban Water Management Plan

In November 2005, Metropolitan adopted its 2005 Regional Urban Water Management Plan
(RUWMP). The 2005 RUWMP provides Metropolitan’s member agencies, retail water
utilities, cities, and counties within its service area with, among other things, a detailed
evaluation of the supplies necessary to meet future demands, and an evaluation of reasonable
and practical efficient water uses, recycling, and conservation activities. During the
preparation of the 2005 RUWMP, Metropolitan also utilized the current SANDAG regional
growth forecast in calculating regional water demands for the Water Authority service area.

6.1.1  Availability of Sufficient Supplies and Plans for Acquiring Additional Supplies

Metropolitan is a wholesale supplier of water to its member public agencies and obtains its
supplies from two primary sources: the Colorado River, via the Colorado River Aqueduct
(CRA), which it owns and operates, and Northern California, via the State Water Project
(SWP). The 2005 RUWMP documents the availability of these existing supplies and
additional supplies necessary to meet future demands.

6.1.1.1 Metropolitan Supplies

Metropolitan’s Integrated Resources Plan (IRP) identifies a mix of resources (imported and
local) that, when implemented, will provide 100 percent reliability for full-service demands
through the attainment of regional targets set for conservation, local supplies, State Water
Project supplies, Colorado River supplies, groundwater banking, and water transfers. The
2004 update to the IRP (2004 IRP Update) includes a planning buffer supply intended to
mitigate against the risks associated with implementation of local and imported supply
programs. The planning buffer identifies an additional increment of water that could
potentially be developed if other supplies are not implemented as planned. As part of
implementation of the planning buffer, Metropolitan periodically evaluates supply
development to ensure that the region is not under or over-developing supplies. Managed
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properly, the planning buffer will help ensure that the southern California region, including
San Diego County, will have adequate supplies to meet future demands.

In November 2005, Metropolitan adopted its 2005 RUWMP in accordance with state law.

The resource targets included in the 2004 IRP Update serve as the foundation for the planning
assumptions used in the 2005 RUWMP. Metropolitan’s 2005 RUWMP contains a water
supply reliability assessment that includes a detailed evaluation of the supplies necessary to
meet demands over a 25-year period in average, single dry year, and multiple dry year
periods. As part of this process, Metropolitan also uses the current SANDAG regional growth
forecast in calculating regional water demands for the Water Authority’s service area.

As stated in Metropolitan’s 2005 RUWMP, that plan may be used as a source document for
meeting the requirements of SB 610 and SB 221 until the next scheduled update is completed
in 2010. The 2005 RUWMP includes a “Justifications for Supply Projections™ in Appendix
A3, that provides detailed documentation of the planning, legal, financial, and regulatory
basis for including each source of supply in the plan. A copy of Metropolitan’s 2005
RUWMP can be found on the World Wide Web at the following site address:

WWW. mwdh20.com/mwtho/pages/yourwater/RUWMP/RUWMP_ZOOS. pdf.

Water supply agencies throughout California continue to face climatological, environmental,
legal, and other challenges that impact water source supply conditions, such as the court
rulings regarding the Sacramento-San Joaquin Delta and the current western states drought
conditions. Challenges such as these essentially always will be present. The regional water
supply agencies, the Water Authority and Metropolitan, along with Otay WD nevertheless
fully intend to have sufficient, reliable supplies to serve demands.

6.1.12 Pipeline 6

Metropolitan completed its System Overview Study (SOS) in fall 2005. The SOS determines
if Metropolitan’s current system is capable of delivering the supplies to meet the demands
shown in its 2004 IRP Update.

Pipeline 6 is included in the SOS as an untreated water pipeline to deliver additional
Metropolitan supplies to the San Diego County region. The addition of Pipeline 6 would
allow the Water Authority and Metropolitan to convert one of the existing untreated water
pipelines to a treated water pipeline. With the conversion, the capacity to import both treated
and untreated water would increase significantly, thereby enabling Metropolitan to increase
both treated and untreated imported water delivery capacity to the San Diego County region.

Based on current planning assumptions of the Water Authority and Metropolitan, new
imported supplies delivered though Pipeline 6 would be required no earlier than 2018, absent
development of new supplies from seawater desalination or some combination of new local
supplies, totaling 56,000 ac-ft/yr (see Section 6.2.1 below). With development of 56,000 ac-
ft/yr, Pipeline 6 would not be needed until 2023. Based on a nine-year lead time requested by
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Metropolitan, a decision to proceed with Pipeline 6 would need to be communicated to

Metropolitan by 2009. Activities associated with implementation of Pipeline 6 include the
following:

* Coordmation between Metropolitan and the Water Authority regarding planning and
design of Pipeline 6 is ongoing.

* Analignment for the entire approximately 30-mile pipeline was identified in the
original 1993 Environmental Impact Report. Metropolitan is conducting a feasibility
study to revisit the 1993 alignment and evaluate alternative alignments north of the
San Luis Rey River in light of changed conditions since 1993, The Water Authority
plans to conduct a similar feasibility study of Pipeline 6 alignments south of the San
Luis Rey River. Based on these updated feasibility studies, an updated environmental
analysis for the project is also planned.

6.1.2  Metropolitan Capital Investment Plan

As part of Metropolitan’s annual budget approval process, a Capital Investment Plan is
prepared. The cost, purpose, justification, status, progress, etc. of Metropolitan’s
infrastructure projects to deliver existing and future supplies are documented in the Capital

Investment Plan. The financing of these projects is addressed as part of the annual budget
approval process.

Metropolitan’s Capital Investment Plan includes a series of projects identified from
Metropolitan studies of projected water needs, which, when considered along with operational
demands on aging facilities and new water quality regulations, identify the capital projects
needed to maintain infrastructure reliability and water quality standards, improve efficiency,
and provide future cost savings. All projects within the Capital Investment Plan are evaluated

against an objective set of criteria to ensure they are aligned with the Metropolitan’s goals of
supply reliability and quality.

6.2  San Diego County Water Authority Regional Water Supplies

The Water Authority has adopted plans and is taking specific actions to develop adequate
water supplies to help meet existing and future water demands within the San Diego region.
This section contains details on the supplies being developed by the Water Authority. A
summary of recent actions pertaining to development of these supplies includes:

* In accordance with the Urban Water Management Planning Act, the Water Authority
adopted their 2005 UWMP in November 2005 and updated the 2005 UWMP in April
2007 that identifies a diverse mix of local and imported water supplies to meet future
demands. A copy of the updated Water Authority 2005 UWMP can be found on the
World Wide Web at www.sdcwa.org.
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* Deliveries of conserved agricultural water from the Imperial Irrigation District (IID) to

San Diego County have increased annually since 2003, with 35,000 ac-ft of deliveries in
Fiscal Year (FY) 2006.

* As part of the October 2003 Quantification Settlement Agreement (QSA), the Water
Authority was assigned Metropolitan’s rights to 77,700 ac-ft/yr of conserved water from
the All-American Canal (AAC) and Coachella Canal (CC) lining projects. The Water
Authority has begun implementation of these projects, with the CC project now
complete and deliveries being made to the San Diego County region.

Through implementation of the Water Authority and member agency planned supply projects,
along with reliable imported water supplies from Metropolitan, the region anticipates having
adequate supplies to meet existing and future water demands.

To ensure sufficient supplies to meet projected growth in the San Diego region, the Water
Authority uses the SANDAG most recent regional growth forecast in calculating regional
water demands. The SANDAG regional growth forecast is based on the plans and policies of
the land-use jurisdictions with San Diego County. The existing and future demands of the
member agencies are included in the Water Authority’s projections.

6.2.1  Availability of Sufficient Supplies and Plans for Acquiring Additional Supplies

The Water Authority currently obtains imported supplies from Metropolitan, conserved water
from the CC lining project, and an increasing amount of conserved agricultural water from
IID. Of the twenty-seven member agencies that purchase water supplies from Metropolitan,
the Water Authority is Metropolitan’s largest customer. In FY 2006, the Water Authority

purchased 577,944 ac-ft from Metropolitan, an increase of approximately 4,000 ac-ft over the
FY 2005 amount.

Section 135 of Metropolitan’s Act defines the preferential right to water for each of its
member agencies. As calculated by Metropolitan, the Water Authority’s FY 2006 preferential
right is 16.46% of Metropolitan's supply, while the Water Authority accounted for
approximately 25% of Metropolitan’s water sales. Under preferential rights, Metropolitan
could allocate water without regard to historic water purchases or dependence on
Metropolitan. The Water Authority and its member agencies are taking measures to reduce
dependence on Metropolitan through development of additional supplies and a water supply
portfolio that would not be jeopardized by a preferential rights allocation. Metropolitan has
stated, consistent with Section 4202 of its Administrative Code that it is prepared to provide
the Water Authority’s service area with adequate supplies of water to meet expanding and
increasing needs in the years ahead. When and as additional water resources are required to
meet increasing needs, Metropolitan stated it will be prepared to deliver such supplies. In
Section I1.4 of their 2005 RUWMP, Metropolitan states that through effective management of
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its water supply, they fully expect to be 100 percent reliable in meeting all non-discounted
non-interruptible demands throughout the next twenty-five years.

The Water Authority has made large investments in Metropolitan’s facilities and will continue
to include imported supplies from Metropolitan in the future resource mix. As discussed in
the Water Authority’s 2005 UWMP, the Water Authority and its member agencies are

planning to diversify the San Diego regions supply portfolio and reduce purchases from
Metropolitan. .

As part of the Water Authority’s diversification efforts, the Water Authority is now taking
delivery of conserved agricultural water from IID and water saved from the CC lining project.
The Water Authority is currently implementing the AAC lining projects. Table 6 summarizes
the planned yields from these supply projects, with detailed information included in the
sections to follow. Deliveries from Metropolitan are also included in Table 6, which is further
discussed in Section 6.1 above. The Water Authority’s member agencies provided the
verifiable local supply targets for groundwater, groundwater recovery, recycled water, and

surface water, which are discussed in more detail in Section 5 of the Water Authority’s 2005
UWMP.

, Table 6
Projected Verifiable Water Supplies — Water Authority Service Area
Normal Year (acre feet)

__ Water Supply Sources [ 2010 | 2015 | 2020 | 2025 | 2030
Water Authority Supplies
' Metropolitan Supplies | 445,858 399,855 | 331,374 | 342,870 | 372,922
Water Authority/IID Transfer | 70,000 100,000 | 190,000 | 200,000 | 200,000
AAC and CC Lining Projects 77,700 77,700 | 77,700 77,700 | 77,700
Member Agency Supplies
Local Surface Water | 59,649 59,649 | 59,649 | 59,649 | 59,649
Recycled Water | 33,668 40,662 | 45548 | 46,492 | 47,584
Seawater Desalination 0 34,689 | 36,064 37,754 | 40,600
Groundwater 17,175 18,945 19,775 19,775 19,775
Groundwater Recovery 11,400 11,400 11,400 11,400 11,400

Total Projected Supplies | 715,450 742,900 | 771,510 | 795,640 | 829,030
Source: The Water Authority 2005 Urban Water Management Plan.

Section 5 of the Water Authority’s 2005 UWMP also includes a discussion on the local
supply target for seawater desalination. Seawater desalination supplies represent a significant
future local resource in the Water Authority’s service area. Poseidon Resources is pursuing
the development of a local, privately owned desalination project located adjacent to the
Encina Power Station. As of June 2007, Poseidon has contracted with the Carlsbad Municipal
Water District (MWD) (up to 28,000 ac-fi/yr depending on demands), Valley Center MWD
(7,500 ac-ft/yr), Rincon Del Diablo MWD (4,000 ac-ft/yr), and Sweetwater Authority (2,400
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ac-ft/yr) to supply up to 41,900 ac-ft/yr of desalinated seawater. The verifiable seawater
desalination figure is based on the contract amounts and projected seawater desalination
deliveries to Carlsbad MWD. As shown in Table 6, the verifiable projected local seawater
desalination supplies vary each year based on the Carlsbad MWD demands (which are less
than their desalinated seawater contract amount of 28,000 ac-ft/yr). There are several
contingencies related to Poseidon’s agreements with these member agencies that must be
satisfied before implementation of the project and its ultimate yield can be determined. These
contingencies include obtaining legal entitlements for construction of the project,
determination of a mutually acceptable delivery interconnection points and delivery charge,

and engagement of a third party exchange agency partner where physical delivery to the
contracting agency is not practical.

No large-scale seawater desalination facility has ever been fully permitted and constructed in
California. Perhaps the most significant issue facing this desalination project as well as others
proposed along the California coastline is the ability to permit the facility, including obtaining a
Coastal Development Permit from the California Coastal Commission. This project must also
secure arrangements for the delivery of product water from the facility to the local water
agencies. These arrangements are currently in the planning stage.

The Water Authority’s existing and planned supplies from the IID transfer and canal lining
projects are considered “drought-proof” supplies and should be available at the yields shown
in Table 6 in normal, single dry, and multi dry year scenarios. For dry year yields from
Metropolitan supplies, refer to Metropolitan’s 2005 RUWMP, discussed in Section 6.1 above.

As part of preparation of a written water supply assessment and/or verification report, an
agency s shortage contingency analysis should be considered in determining sufficiency of
supply. Section 9 of the Water Authority’s 2005 UWMP contains a detailed shortage
contingency analysis that addresses a regional catastrophic shortage situation and drought
management. The analysis demonstrates that the Water Authority and its member agencies,
through the Emergency Response Plan, Emergency Storage Project, and Drought
Management Plan (DMP) are taking actions to prepare for and appropriately handle an
interruption of water supplies. The DMP, completed in May 2006, provides the Water
Authority and its member agencies with a series of potential actions to take when faced with a
shortage of imported water supplies from Metropolitan due to prolonged drought or other
supply shortfall conditions. The actions will help the region avoid or minimize the impacts of
shortages and ensure an equitable allocation of supplies.

6.2.1.1 Water Authority-Imperial Irrigation District Water Conservation and Transfer
Agreement

The QSA was signed in October 2003, and resolves long-standing disputes regarding priority
and use of Colorado River water and creates a baseline for implementing water transfers. With
approval of the QSA, the Water Authority and IID were able to implement their Water
Conservation and Transfer Agreement. This agreement not only provides reliability for the San
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Diego region, but also assists California in reducing its use of Colorado River water to it legal
allocation.

On April 29, 1998, the Water Authority signed a historic agreement with IID for the long-term
transfer of conserved Colorado River water to San Diego County. The Water Authority-IID
Water Conservation and Transfer Agreement (Transfer Agreement) is the largest agriculture-to-
urban water transfer in United States history. Colorado River water will be conserved by

Imperial Valley farmers who voluntarily participate in the program and then transferred to the
Water Authority for use in San Diego County.

Implementation Status

On October 10, 2003, the Water Authority and IID executed an amendment to the original 1998
Transfer Agreement. This amendment modified certain aspects of the 1998 Agreement to be
consistent with the terms and conditions of the QSA and related agreements. It also modified
other aspects of the agreement to lessen the environmental impacts of the transfer of conserved

water. The amendment was expressly contingent on the approval and implementation of the
QSA, which was also executed on October 10, 2003.

On November 5, 2003, IID filed a complaint in Imperial County Superior Court seeking
validation of 13 contracts associated with the Transfer Agreement and the QSA. Imperial
County and various private parties filed additional suits in Superior Court, alleging violations of
the California Environmental Quality Act (CEQA), the California Water Code, and other laws
related to the approval of the QSA, the water transfer, and related agreements. The lawsuits have
been coordinated for trial. The IID, Coachella Valley Water District, Metropolitan, the Water
Authority, and State are defending these suits and coordinating to seek validation of the
contracts. Implementation of the transfer provisions is proceeding during litigation. For further

information regarding the litigation and current progress, please contact the Water Authority”’s
General Counsel.

Expected Supply

Deliveries into San Diego County from the transfer began in 2003 with an initial transfer of
10,000 ac-ft. The Water Authority received 20,000 ac-ft in 2004, 30,000 in 2005, and 40,000 in
2006. The quantities will increase annually to 200,000 ac-ft by 2021 then remain fixed for the
duration of the Transfer Agreement. The initial term of the Transfer Agreement is 45 years, with
a provision that either agency may extend the agreement for an additional 30-year term.

During dry years, when water availability is low, the conserved water will be transferred under
the IID Colorado River rights, which are among the most senior in the Lower Colorado River
Basin. Without the protection of these rights, the Water Authority could suffer delivery
cutbacks. In recognition for the value of such reliability, the 1998 contract required the Water
Authority to pay a premium on transfer water under defined regional shortage circumstances.
The shortage premium period duration is the period of consecutive days during which any of the

27




Otay Water District

Water Supply Assessment and Verification Report
Otay Ranch Preserve and Resort Community

following exist: 1) a Water Authority shortage; 2) a shortage condition for the Lower Colorado
River as declared by the Secretary; and 3) a Critical Year. Under terms of the October 2003

amendment, the shortage premium will not be included in the cost formula until Agreement Year
16.

Transportation

The Water Authority entered into a water exchange agreement with Metropolitan on October 10,
2003, to transport the Water Authority-IID transfer water from the Colorado River to San Diego
County. Under the exchange agreement, Metropolitan will take delivery of the transfer water
through its Colorado River Aqueduct. In exchange, Metropolitan will deliver to the Water
Authority a like quantity and quality of water. The Water Authority will pay Metropolitan’s
applicable wheeling rate for each acre-foot of exchange water delivered. According to the water
exchange agreement, Metropolitan will make delivery of the transfer water for 35 years, unless
the Water Authority elects to extend the agreement another 10 years for a total of 45 years.

Cost/Financing

The costs associated with the transfer are proposed to be financed through the Water
Authority’s rates and charges. In the agreement between the Water Authority and IID, the
price for the transfer water started at $258 per acre-foot and increases by a set amount for the
first five years. The 2005 price for transfer water is $276 per acre-foot. Procedures are in
place to evaluate and determine market-based rates following the first five-year period.

In accordance with the October 2003 amended exchange agreement between Metropolitan
and the Water Authority, the initial cost to transport the conserved water was $253 per acre-
foot. Thereafter, the price would be equal to the charge or charges set by Metropolitan’s
Board of Directors pursuant to applicable laws and regulation, and generally applicable to the

conveyance of water by Metropolitan on behalf of its member agencies. The transportation
charge in 2005 is $258 per acre-foot.

The Water Authority is providing $10 million to help offset potential socioeconomic impacts
associated with temporary land fallowing. IID will credit the Water Authority for these funds
during years 16 through 45. At the end of the fifth year of the transfer agreement (2007 ), the
Water Authority will prepay IID an additional $10 million for future deliveries of water. 1ID
will credit the Water Authority for this up-front payment during years 16 through 30.

As part of implementation of the QSA and water transfer, the Water Authority also entered
into an environmental cost sharing agreement. The agreement specifies that the Water
Authority will contribute $64 million for the purpose of funding environmental mitigation
costs and contributing to the Salton Sea Restoration Fund.
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Written Contracts or Other Proof

The supply and costs associated with the transfer are based primarily on the following
documents:

Agreement for Transfer of Conserved Water by and between 11D and the Water Authority
(April 29, 1998). This Agreement provides for a market-based transaction in which the Water

Authority would pay 1ID a unit price for agricultural water conserved by IID and transferred
to the Water Authority .

Revised Fourth Amendment to Agreement between 11D and the Water Authority for Transfer of
Conserved Water (October 10, 2003). Consistent with the executed Quantification Settlement
Agreement (QSA) and related agreements, the amendments restructure the agreement and

modify it to minimize the environmental impacts of the transfer of conserved water to the Water
Authority.

Amended and Restated Agreement between Metropolitan and Water Authority for the Exchange
of Water (October 10, 2003). This agreement was executed pursuant to the QSA and provides
for delivery of the transfer water to the Water Authority.

Environmental Cost Sharing. Funding, and Habitat Conservation Plan Development
Agreement among IID, Coachella Valley Water District (CVWD). and Water Authority
(October 10. 2003). This Agreement provides for the specified allocation of QSA-related
environmental review, mitigation, and litigation costs for the term of the QSA, and for
development of a Habitat Conservation Plan.

Quantification Settlement Agreement Joint Powers Authority Creation and Funding
Agreement (October 10, 2003). The purpose of this agreement is to create and fund the QSA
Joint Powers Authority and to establish the limits of the funding obligation of CVWD, IID,

and Water Authority for environmental mitigation and Salton Sea restoration pursuant to SB
654 (Machado).

Federal, State, and Local Permits/Approvals

Federal Endangered Species Act Permit. The U.S. Fish and Wildlife Service (USFWS) issued a
Biological Opinion on January 12, 2001, that provides incidental take authorization and certain
measures required to offset species impacts on the Colorado River regarding such actions.

State Water Resources Control Board (SWRCB) Petition. SWRCB adopted Water Rights Order
2002-0016 concerning 11D and Water Authority’s amended joint petition for approval of a long-
term transfer of conserved water from 11D to the Water Authority and to change the point of
diversion, place of use, and purpose of use under Permit 7643
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Environmental Impact Report (EIR) for Conservation and Transfer Agreement. As lead agency,
1ID certified the Final EIR for the Conservation and Transfer Agreement on June 28, 2002,

U.S. Fish and Wildlife Service Draft Biological Opinion and Incidental Take Statement on the
Bureau of Reclamation's Voluntary Fish and Wildlife Conservation Measures and Associated
Conservation Agreements with the California Water Acencies (12/1 8/02). The U. 8. Fish and
Wildlife Service issued the biological opinion/incidental take statement for water transfer
activities involving the Bureau of Reclamation and associated with IID/other Califorma water

agencies' actions on listed species in the Imperial Valley and Salton Sea (per the June 28, 2002
EIR). .

Addendum to EIR for Conservation and Transfer Agreement. 11D as lead agency and Water
Authority as responsible agency approved addendum to EIR in October 2003.

Environmental Impact Statement (EIS) for Conservation and Transfer Agreement. Bureau of
Reclamation issued a Record of Decision on the EIS in Qctober 2003

CA Department of Fish and Game California Endangered Species Act Incidental Take Permit
#2081-2003-024-006). The California Department of Fish and Game issued this permit
(10/22/04) for potential take effects on state-listed/fully protected species associated with

IID/other California water agencies' actions on listed species in the Imperial Valley and Salton
Sea (per the June 28, 2002 EIR).

California Endangered Species Act (CESA) Permit. A CESA permit was issued by California
Department of Fish and Game (CDFG) on April 4, 2005, providing incidental take authorization
for potential species impacts on the Colorado River.

6.2.1.2 All-American Canal and Coachella Canal Lining Projects

As part of the QS A and related contracts, the Water Authority was assigned Metropolitan’s
rights to 77,700 ac-ft/yr of conserved water from projects that will line the All-American
Canal (AAC) and Coachella Canal (CC). The projects will reduce the loss of water that
currently occurs through seepage, and the conserved water will be delivered to the Water
Authority. This conserved water will provide the San Diego region with an additional 8.5
million acre-feet over the 110-year life of the agreement.

Implementation Status

Earthwork for the Coachella Canal lining project began in November 2004 and involves
approximately 37 miles of canal. National Environmental Policy Act (NEPA) and CEQA
documentation is complete, including an amended Record of Decision by the U.S. Bureau of
Reclamation (USBR). The amendment was required after revising the project design: instead
of lining the canal in place, the project entailed the construction of a parallel canal. The
project was completed in 2006, and deliveries of conserved water started in 2007,
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Preliminary design-related activities have begun on the AAC lining project, including ground
and aerial surveying, mapping cultural resources, and geotechnical nvestigations. The lining
project consists of constructing a concrete-lined canal parallel to 24 miles of the existing AAC
from Pilot Knob to Drop 3. NEPA and CEQA documentation is complete, environmental
mitigation measures have been identified, and Endangered Species Act consultations are

pending. Construction of the project has begun and construction is expected to be complete in
2010.

In July 2005, a lawsuit (CDEM v United States, Case No. CV-S-05-0870-KJD-PAL) was filed
in the U. S. District Court for the District of Nevada on behalf of U.S. and Mexican groups
challenging the lining of the AAC. The lawsuit, which names the Secretary of the Interior as
a defendant, claims that seepage water from the canal belongs to water users in Mexico.
California water agencies note that the seepage water is actually part of California's Colorado
River allocation and not part of Mexico's allocation. The plaintiffs also allege a failure by the
United States to comply with environmental laws. Federal officials have stated that they
intend to vigorously defend the case.

Expected Supply

- The AAC lining project will yield 67,700 acre-feet per year of Colorado River water for
allocation upon completion of construction. The CC lining project will yield 26,000 acre-feet
of Colorado River water each year available for allocation upon completion of construction.
The October 10, 2003, Allocation Agreement states that 16,000 acre-feet per year of
conserved CC lining water will be allocated to the San Luis Rey Indian Water Rights
Settlement Parties. The remaining amount, 10,000 acre-feet per year from the CC lining
conserved water plus the 67,700 acre-feet per year AAC lining conserved water totaling
77,700 acre-feet per year, will be available to the Water Authority. According to the
Allocation Agreement, 11D has call rights to a portion (5,000 acre-feet per year) of the
conserved water upon termination of the QSA for the remainder of the 110 years of the

Allocation Agreement and upon satisfying certain conditions. The term of the QSA is for up
to 75 years.

Transportation

The October 10, 2003, Exchange Agreement between the Water Authority and Metropolitan
also provides for the delivery of the conserved water from the canal lining projects. The
Water Authority will pay Metropolitan’s applicable wheeling rate for each acre-foot of
exchange water delivered. In the Agreement, Metropolitan will deliver the canal lining water
for the term of the Allocation Agreement (110 years).
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Cost/Financing

Under California Water Code Section 12560 et seq., the Water Authority will receive $200
million in state funds for construction of the projects. In addition, under California Water
Code Section 79567, $20 million from Proposition 50 is also available for the lining projects.
Additionally, the Water Authority will receive $35 million for groundwater conjunctive use

projects as part of the agreement. The Water Authority would be responsible for additional
expenses above the funds provided by the state.

The rate to be paid to transport the canal lining water will be equal to the charge or charges set
by Metropolitan’s Board of Directors pursuant to applicable law and regulation and generally
applicable to the conveyance of water by Metropolitan on behalf of its member agencies.

In accordance with the Allocation Agreement, the Water Authority will also be responsible
for a portion of the net additional Operation, Maintenance, and Repair (OM&R) costs for the
lined canals. Any costs associated with the lining projects as proposed, are to be financed
through the Water Authority’s rates and charges.

Written Coniracts or Other Proof

The expected supply and costs associated with the lining projects are based primarily on the
following documents:

U.S. Public Law 100-675 (1988). Authorized the Department of the Interior to reduce seepage
from the existing earthen AAC and CC. The law provides that conserved water will be made
available to specified California contracting water agencies according to established priorities.

California Department of Water Resources - Metropolitan Funding Agreement (2001).
Reimburse Metropolitan for project work necessary to construct the lining of the CC in an
amount not to exceed $74 million. Modified by First Amendment (2004) to replace
Metropolitan with the Authority. Modified by Second Amendment (2004) to increase funding
amount to $83.65 million, with addition of funds from Proposition 50.

California Department of Water Resources - IID Funding Agreement (2001). Reimburse IID for
project work necessary to construct a lined AAC in an amount not to exceed $126 million.

Metropolitan - CVWD Assignment and Delegation of Design Obligations Agreement (2002).
Assigns design of the CC lining project to CVWD.

Metropolitan - CVWD Financial Arrangements Agreement for Desien Obligations (2002).
Obligates Metropolitan to advance funds to CVWD to cover costs for CC lining project design

and CVWD to invoice Metropolitan to permit the Department of Water Resources to be billed
for work completed.
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Allocation Agreement among the United States of America, The Metropolitan Water District of
Southern California, Coachella Valley Water District, Imperial Irrigation District. San Diego
County Water Authority, the La Jolla, Pala, Pauma. Rincon, and San Pasqual Bands of Mission
Indians, the San Luis Rey River Indian Water Authority. the City of Escondido. and Vista
Irigation District (October 10, 2003). This agreement includes assignment of Metropolitan’s
rights and interest in delivery of 77,700 acre-feet of Colorado River water previously intended to
be delivered to Metropolitan to the Water Authority. Allocates water from the AAC and CC
lining projects for at least 110 years to the Water Authority, the San Luis Rey Indian Water
Rights Settlement Parties, and IID, if it exercises its call rights.

Amended and Restated Agreement between Metropolitan and Water Authority for the Exchange
of Water (October 10, 2003). This agreement was executed pursuant to the QSA and provides
for delivery of the conserved canal lining water to the Water Authority.

Agreement between Metropolitan and Water Authority regarding Assignment of Agreements
related to the AAC and CC Lining Projects. This agreement was executed in April 2004 and
assigns Metropolitan's rights to the Water Authority for agreements that had been executed to
facilitate funding and construction of the AAC and CC lining projects:

Assignment and Delegation of Construction Obligations for the Coachella Canal Lining Project
under the Department of Water Resources Fundine Aereement No. 4600001474 from the San
Diego County Water Authority to the Coachella Valley Water District, dated September 8, 2004.

Agreement Regarding the Financial Arrangements between the San Diego County Water
Authority and Coachella Valley Water District for the Construction Obligations for the
Coachella Canal Lining Project, dated September 8, 2004,

Agreement No. 04-XX-30-W0429 Among the United States Bureau of Reclamation. the
Coachella Valley Water District., and the San Diego County Water Authority for the

Construction of the Coachella Canal Lining Project Pursuant to Title II of Public Law 100-675
dated October 19, 2004.

California Water Code Section 12560 et seq. This Water Code Section provides for $200
mullion to be appropriated to the Department of Water Resources to help fund the canal lining
projects in furtherance of implementing California’s Colorado River Water Use Plan.

California Water Code Section 79567. This Water Code Section identifies $20 million as
available for appropriation by the California Legislature from the Water Security, Clean
Drinking Water, Coastal, and Beach Protection Fund of 2002 (Proposition 50) to DWR for
grants for canal lining and related projects necessary to reduce Colorado River water use.
According to the Allocation Agreement, it is the intention of the agencies that those funds will be
available for use by the Water Authority, IID, or CVWD for the AAC and CC lining projects.

33




Otay Water District

Water Supply Assessment and Verification Report
Otay Ranch Preserve and Resort Community

California Public Resources Code Section 75050(b)(1). This section identifies up to $36 million

as available for water conservation projects that implement the Aflocation Agreement as defined
in the Quantification Settlement Agreement.

Federal, State, and Local Permits/Approvals

AAC Lining Project Final EIS/EIR (March 1994). A final EIR/EIS analyzing the potential
impacts of lining the AAC was completed by the Bureau of Reclamation (Reclamation) in March
1994. A Record of Decision was signed by Reclamation in July 1994, implementing the
preferred alternative for lining the AAC. A re-examination and analysis of these environmental
compliance documents by Reclamation in November 1999 determined that these documents
continued to meet the requirements of the NEPA and the CEQA and would be valid in the future.

CC Lining Project Final EIS/EIR (April 2001). The final EIR/EIS for the CC lining project was
completed in 2001. Reclamation signed the Record of Decision in April 2002. An amended
Record of Decision has also been signed to take into account revisions to the project description.

Mitigation, Monitoring, and Reporting Program for Coachella Canal Linine Project, SCH
#1990020408: prepared by Coachella Valley Water District, May 16, 2001.

Environmental Commitment Plan for the Coachella Canal Lining Project. approved by the US
Bureau of Reclamation (Boulder City, NV) on March 4. 2003.

Environmental Commitment Plan and Addendum to the All-American Canal Lining Project

EIS/EIR California State Clearinghouse Number SCH 90010472 (June 2004, prepared by
IID).

Addendum to Final EIS/EIR and Amendment to Environmental Commitment Plan for the
All-American Canal Lining Project (approved June 27. 2006. by IID Board of Directors).

6.2.2  Water Authority Capital Improvement Program and Financial Information

The Water Authority’s capital improvement program (CIP) budget document includes a
description of each of the projects and programs being implemented to ensure existing and
future facilities are adequate to deliver water supplies throughout the region. The project
costs, along with information on the activities that need to be completed, are included in the
CIP document. The Water Authority’s Master Plan identifies future facilities and other
improvements to the Water Authority’s system that are necessary to maintain reliability
throughout the region. A programmatic environmental impact report was certified by the
Water Authority Board of Directors for the Master Plan in November 2003. Projects
identified in the Master Plan will be included in the CIP based on Water Authority Board of
Directors” approval. Information on the Water Authority’s most recent CIP can be found on
the World Wide Web at www.sdcwa.org/infra/cip.phtml.
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One of the highest priority projects identified in the Master Plan is the development of
additional treatment capacity within the region. During recent summers, the Water Authority
experienced peak-demand conditions that have exceeded the region’s rated treatment
capacity. The Master Plan recommended development of an additional 50 mgd of treatment
capacity immediately and another 50 mgd capacity by 2010. In response to this
recommendation, the Water Authority board of directors in September 2005, approved
construction of a 100 mgd water treatment plant. The water treatment plant was completed
and placed into operation in 2008. For the near-term, the Water Authority and its member
agencies implemented short-term conservation programs and operational procedures to ensure
adequate supplies during peak summer periods.

The Master Plan also identified carryover storage as a way to improve water supply reliability
for the region. The Water Authority identified the three main benefits of carryover storage as:
1) enhance water supply reliability by providing a reliable and readily available source of
water during periods of potential shortage, such as during dry years; 2) increase system
efficiency by providing operational flexibility to serve above normal demands, such as those
occurring in dry years, from storage rather than by the over-sizing of the Water Authority’s
imported water transmission facilities; and 3) better management of water supplies to allow
the Water Authority to accept additional imported deliveries during periods of availability,
such as during wet years, to ensure water availability during dry years. The Water Authority

prepared an EIR/EIS for a carryover storage project, with the preferred alternative being an
expansion of the San Vicente Reservoir.

The Water Authority Board of Directors is provided a semi-annual and annual report on the
status of development of the CIP projects. As described in the Water Authority’s biennial
budget, a combination of long and short term debt and cash (pay-as-you-go) will provide
funding for capital improvements. Additional information is included in the Water
Authority’s biennial budget, which also contains selected financial information and
summarizes the Water Authority’s investment policy.

6.3 Otay Water District

The Otay WD 2002 Water Resources Master Plan and revised 2005 Urban Water
Management Plan contain comparisons of projected supply and demands through the year
2030. Projected potable water resources to meet planned demands as documented were
planned to be supplied entirely with imported water received from the Water Authority.
Recycled water resources to meet projected demands are planned to be supplied from local
wastewater treatment plants. The Otay WD currently has no local supply of raw water,
potable water, or groundwater resources.

The development and/or acquisition of potential groundwater, recycled water market
expansion, and seawater desalination supplies by the Otay WD have evolved and are planned
to occur in response to the regional water supply issues. These water supply projects are in
addition to those identified as sustainable supplies in the current Water Authority and
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Metropolitan UWMP, IRP, Master Plans, and other planning documents. These new
additional water supply projects are not currently developed and are in various stages of the
planning process. These local and regional water supply projects will allow for less reliance
upon imported water and are considered a new water supply resource for the Otay WD.

The Otay WD expansion of the market areas for the use of recycled water within the
watersheds upstream of the Sweetwater Reservoir and the Lower Otay Reservoir will increase

recycled water use and thus require less dependence on imported water for irrigation
purposes.

The supply forecasts contained within this WSA&V Report do consider development and/or
acquisition of potential groundwater, recycled water market expansion, and seawater
desalination supplies by the Otay WD.

6.3.1  Availability of Sufficient Supplies and Plans for Acquiring Additional Supplies

The availability of sufficient potable water supplies and plans for acquiring additional potable
water supplies to serve existing and future demands of the Otay WD is founded upon the
preceding discussions regarding Metropolitan’s and the Water Authority’s water supply
resources and water supplies to be acquired by the Otay WD. Historic imported water
deliveries from the Water Authority to Otay WD and recycled water deliveries from the Otay
WD Ralph W. Chapman Water Recycling Facility (RWCWRF) are shown in Table 7. Since
the year 2000 through mid May 2007, recycled water demand has exceeded the recycled
water supply capability typically in the summer months. The RWCWREF is limited to a
maximum production of about 1,300 ac-ft/yr. The recycled water supply shortfall had been
met by supplementing with potable water into the recycled water storage system as needed by
adding potable water supplied by the Water Authority. On May 18, 2007 an additional source
of recycled water supply from the City of San Diego’s South Bay Water Reclamation Plant
(SBWRP) became available. The supply of recycled water from the SBWRP is a result of
essentially completing construction and commencement of operations of the transmission,
storage, and pump station systems necessary to link the SBWRP recycled water supply source
to the existing Otay WD recycled water system.
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Table 7
Historic Imported and Local Water Supplies
Otay Water District
_Calendar | Imported Water | Recycled Water | Total
~ Year |  (acrefeet) |  (acrefeet) _(acre-feet)
1980 12,558 0 12,558
1985 14,529 0 14,529
1990 23,200 0 23,200
1995 20,922 614 21,536
2000 30,936 948 31,884
2005 40,322 1,227 41,549

Source: Otay WD operational records.

6.3.1.1 Imported and Regional Supplies

The availability of sufficient imported and regional potable water supplies to serve existing
and planned uses within Otay WD is demonstrated in the above discussion on Metropolitan
and the Water Authority’s water supply reliability. The County Water Authority Act, Section
5 subdivision 11, states that the Water Authority “as far as practicable, shall provide each of
its member agencies with adequate supplies of water to meet their expanding and increasing
needs.” The Water Authority provides between 75 to 95 percent of the total supplies used by
its 24 member agencies, depending on local weather and supply conditions. In calendar year
2006 the Otay WD received delivery of about 41,700 ac-ft of supply from the Water
Authority, which includes the potable water supplement for the recycled water system supply
needs. The demand for potable water within the Otay WD is expected to increase to about
72,900 ac-ft by 2025 as per the Otay WD 2005 UWMP. These figures take into account the
amount of local supply (i.e. groundwater, conservation, recycling, etc.) that is expected to
meet demands within Otay WD service area.

Potable Water System Facilities

The Otay WD continues to pursue diversification of its water supply resources to increase
reliability and flexibility. The Otay WD also continues to plan, design, and construct potable
water system facilities to obtain these supplies and to distribute potable water to meet
customer demands. The Otay WD has successfully negotiated two water supply

diversification agreements that enhance reliability and flexibility, which are briefly described
as follows.

¢ The Otay WD entered into an agreement with the City of San Diego, known as the Otay
Water Treatment Plant (WTP) Agreement. The Otay WTP Agreement provides for raw
water purchase from the Water Authority and treatment by the City of San Diego at their
Otay WTP for delivery to Otay WD. The supply system link to implement the Otay
WTP Agreement to access the regions raw water supply system and the local water
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treatment plant became fully operational in August 2005. This supply link consists of the
typical storage, transmission, pumping, flow measurement, and appurtenances to receive
and transport the treated water to the Otay WD system. The City of San Diego
obligation to supply 10 mgd of treated water under the Otay WTP Agreement is
contingent upon there being available 10 mgd of surplus treatment capacity in the Otay
WTP until such time as Otay WD pays the City of San Diego to expand the Otay WTP to
meet the Otay WD future needs. In the event that the City of San Diego’s surplus is
projected to be less than 10 mgd the City of San Diego will consider and not
unreasonably refuse the expansion of the Otay WTP to meet the Otay WD future needs.
The Otay WTP existing rated capacity is 40 mgd with an actual effective capacity of
approximately 34 mgd. The City of San Diego’s typical demand for treated water from
the Otay WTP is approximately 20 mgd. It is at the City of San Diego’s discretion to
utilize either imported raw water delivered by the Water Authority Pipeline No. 3 or local
water stored in Lower Otay Reservoir for treatment to supply the Otay WD demand.

e The Otay WD entered into an agreement with the Water Authority, known as the East
County Regional Treated Water Improvement Program (ECRTWIP Agreement). The
ECRTWIP Agreement provides for transmission of raw water to the Helix WD R. M.
Levy WTP for treatment and delivery to Otay WD. The supply system link to implement
the ECRTWIP Agreement is currently under development to access the regions raw
water supply system and the local water treatment plant. This supply link consists of the
typical transmission, pumping, storage, flow control, and appurtenances to receive and
transport the potable water from the R. M. Levy WTP to Otay WD. The necessary
supply link facilities are in various stages of development from design to facilities that
are currently under construction. The required supply link facilities are scheduled to be
fully operational by March 2010.. The Otay WD is required to take a minimum of
10,000 ac-ft/yr of treated water from the R M. Levy WTP supplied from the regions raw
water system.

Cost and Financing

The capital improvement costs associated with water supply and delivery are financed
through the Otay WD water meter capacity fee and user rate structures. The Otay WD
potable water sales revenue are used to pay for the wholesale cost of the treated water supply
and the operating and maintenance expenses of the potable water system facilities.

Written Agreements, Contracts, or Other Proof

The supply and cost associated with deliveries of treated water from the Otay WTP and the RM.
Levy WTP is based on the following documents.

Agreement for the Purchase of Treated Water from the Otay Water Treatment Plant between the
City of San Diego and the Otay Water District. The Otay WD entered into an agreement dated
January 11, 1999 with the City of San Diego that provides for 10 mgd of surplus treated water to
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the Otay WD from the existing Otay WTP capacity. The agreement allows for the purchase of
treated water on an as available basis from the Otay WTP. The Otay WD pays the Water
Authority at the prevailing raw water rate for raw water and pays the City of San Diego at a rate
equal to the actual cost of treatment to potable water standards.

Agreement between the San Diego County Water Authority and Otay Water District Regarding

Implementation of the East County Regional Treated Water Improvement Program. The
ECRTWIP Agreement requires the purchase of at least 10,000 ac-ft per year of potable water
from the Helix WD R.M. Levy WTP at the prevailing Water Authority treated water rate. The
ECRTWIP Agreement is dated April 27, 2006.

Agreement between the San Diego County Water Authority and Otay Water District for Desien,
Construction, Operation, and Maintenance of the Otay 14 Flow Control Facility Modification.
The Otay WD entered into the Otay 14 Flow Control Facility Modification Agreement dated
January 24, 2007 with the Water Authority to increase the physical capacity of the Otay 14 Flow

Control Facility. The Water Authority and Otay WD to 50% share the capital cost to expand its
capacity from 8 mgd to 16 mgd.

Federal, State, and Local Permits/Approvals

The Otay WD has acquired all the permits for the construction of the pipeline and pump
station associated with the Otay WTP supply source and for the 640-1 and 640-2 water
storage reservoirs project associated with the ECRTWIP Agreement through the typical
planning, environmental approval, design, and construction processes.

Preliminary design-related activities have begun on the transmission main and Otay 14 Flow
Control Facility associated with the ECRTWIP Agreement, including ground and aerial
surveying, mapping cultural resources, and other environmental documentation investi gations.
The transmission main project consists of constructing about 26,000 feet of a 36-inch
diameter steel pipeline from the Otay 14 Flow Control Facility to the 640-1 and 640-2
Reservoirs project. The Otay 14 Flow Control Facility modification consists of increasing the
capacity of the existing systems from 8 mgd to 16 mgd. CEQA documentation has been
prepared and is complete for both projects. Construction of both of these projects is expected
to be complete prior to January 2010.

The City of San Diego and the Helix Water District are required to meet all applicable federal,
state, and local health and water quality requirements for the potable water produced at the
Otay WTP and the R M. Levy WTP respectively.

6.3.1.2 Recycled Water Supplies

Wastewater collection, treatment, and disposal services provided by the Otay WD is limited to

arelatively small area within what is known as the Jamacha Basin, located within the Middle
Sweetwater River Basin watershed upstream of the Sweetwater Reservoir and downstream of
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Loveland Reservoir. Water recycling is defined as the treatment and disinfection of
municipal wastewater to provide a water supply suitable for non-potable reuse. The Otay WD
owns and operates the Ralph W. Chapman Water Recycling Facility, which produces recycled
water treated to a tertiary level for landscape irrigation purposes. The recycled water market
area of the Otay WD is located primarily within the eastern area of the City of Chula Vista
and on the Otay Mesa. The Otay WD distributes recycled water to a substantial market area

that includes but is not limited to the U.S. Olympic Training Center, the EastLake Golf
Course, and other development projects.

The Otay WD projects that annual average demands for recycled water will increase to about
6,294 ac-ft/yr by 2025 and are estimated to approach 10,000 ac-ft/yr at ultimate build out,
About 1,300 ac-ft/yr of supply is generated by the RWCWRF, with the remainder planned to
be supplied to Otay WD by the City of San Diego’s SBWRP.

North District Recycled Water Concept

The Otay WD is a recognized leader in the use of recycled water for irrigation and other
commercial uses. The Otay WD continues the quest to investigate all viable opportunities to
expand the successful recycled water program into areas that are not currently served. One of
these areas is in the portion of the service area designated as the North District, located within
the Middle Sweetwater River Basin watershed upstream of the Sweetwater River. The close
proximity of the recycled water markets in the North District to the Otay WD's source of
recycled water, the RWCWRF, means that the distribution system to serve this area could be
constructed relatively cost effectively. This makes the North District a logical location for the
expansion of the Otay WD’s recycled water system and market area,

The purpose of the North District Recycled Water System Development Project, Phase I
Concept Study, is to identify the feasibility of using recycled water in the North District and
to investigate and assess any limitations or constraints to its use. The Phase I study
components of the North District Recycled Water Concept encompassed the preparation of
six technical memorandums including the project definition, a discussion of the regulatory
process, a discussion of the protection of the watershed that would be affected by recycled
water use in the North District, identification of stakeholders, public outreach, and an
implementation plan.

Several opportunities that could be realized with the implementation of the use of recycled
water in the North District were identified. These include a reduction of demand on the
potable water system and maximizing recycled water resources which in turn minimizes
treated wastewater discharges to the local ocean outfall. Other opportunities are a possible
partnership with Sweetwater Authority to monitor any benefits and impacts of increased
recycled water use in the watershed and stakeholder outreach to resolve any water quality
concerns and to retain consumer confidence. Also identified were two major constraints
associated with the North District Recycled Water System Development Project. One
constraint is the water quality objectives for the Middle Sweetwater Basin that will affect the
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effluent limitations for the recycled water produced at the RWCWRF. At this time, the
effluent limit that is of concem is total nitrogen. An examination as to how the treatment
process might be modified to enhance nitrogen removal and an action plan is being
developed. The other major constraint is the cost of the infrastructure needed to convey and

store recycled water in the North District. These costs are estimated to be in the range of $14
to $15 million dollars.

There are two additional phases proposed for the North District Recycled Water System
Development Project. Phase IT would include further investigation of the issues identified in
Phase [ as requiring further study. These include stakeholder outreach, regulatory issues, and
facility planning. The third phase of the effort would include the facility planning, permitting,
environmental compliance, design, and construction of the improvements necessary for
delivery of recycled water to the North District markets.

The estimated amount of imported water saved at full implementation of the North District
Recycled Water System Development Project is 1,200 ac-ft/yr. This saved imported water
could than be used to offset new potable water demands.

Recycled Water System Fuacilities

The Otay WD has and continues to construct recycled water storage, pumping, transmission,
and distribution facilities to meet projected recycled water market demands. For nearly 20
years, millions of dollars of capital improvements have been constructed. The supply link
consisting of a transmission main, storage reservoir, and a pump station to receive and

transport the recycled water from the City of San Diego’s SBWRP are complete and recycled
water deliveries began on May 18, 2007.

Cost and Financing

The capital improvement costs associated with the recycled water supply and distribution
systems are financed through the Otay WD water meter capacity fee and user rate structures.
The Otay WD recycled water sales revenue, along with Metropolitan and the Water
Authority’s recycled water sales incentive programs are used to help offset the costs for the
wholesale purchase and production of the recycled water supply, the operating and
maintenance expenses, and the capital costs of the recycled water system facilities.

Written Agreements, Contracts, or Other Proof

The supply and cost associated with deliveries of recycled water from the SBWRP is based on
the following document.

Agreement between the Otay Water District and the City of San Diego for Purchase of
Reclaimed Water from the South Bay Water Reclamation Plant. The agreement provides for the
purchase of at least 6,721 ac-ft per year of recycled water from the SBWRP at an initial price of
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$350 per acre-foot. The Otay WD Board of Directors approved the final agreement on June 4,
2003 and the San Diego City Council approved the final agreement on October 20, 2003,

Federal, State, and Local Permits/Approvals

The Otay WD has in place an agreement with Metropolitan for their recycled water sales
incentive program for supplies from the RWCWRF and the SBWRP. Also, the Otay WD has
in place an agreement with the Water Authority for their recycled water sales incentive
program for supplies from the RWCWRF and the SBWRP. The Water Authority sales
incentive agreement was approved by Water Authority on J uly 26, 2007 and by Otay WD on
August 1,2007. All permits for the construction of the recycled water facilities to receive,
store, and pump the SBWRP supply have been acquired through the typical planning,
environmental approval, design, and construction processes.

The California Regional Water Quality Control Board San Diego Region (RWQCB) “Master
Reclamation Permit for Otay Water District Ralph W. Chapman Reclamation Facility” was
adopted on May 9, 2007 (Order No. R9-2007-0038). This order establishes master
reclamation requirements for the production, distribution, and use of recycled water in the
Otay WD service area. The order includes the use of tertiary treated water produced and
received from the City of San Diego‘s SBWRP. Recycled water received from and produced
by the SBWRP is regulated by Regional Board Order No. 2000-203 and addenda. The City
of San Diego is required to meet all applicable federal, state, and local health and water

quality requirements for the recycled water produced at the SBWRP and delivered to Otay
WD in conformance with Order No. 2000-203.

6.3.1.3 Potential Groundwater Supplies

The Otay WD 2005 UWMP and the Otay WD March 2007 Integrated Water Resources Plan
(2007 IRP) both contain a description of the development of potential groundwater supplies.
Over the past several years, Otay WD has studied numerous potential groundwater supply
options that have shown, through groundwater monitoring well activities, poor quality water
and/or insufficient yield from the basins at a cost effective level. The Otay WD has a few
capital improvement program projects to continue the quest to develop potential groundwater
resources. Local Otay WD groundwater supply development is currently considered as a
viable water supply resource to meet projected demands.

The development and/or acquisition of potential groundwater supply projects by the Otay WD
have evolved and have been resurrected in response to the regional water supply issues related
to water source supply conditions. Local ground water supply projects will allow for less
reliance upon imported water, achieve a level of independence of the regional wholesale

water agencies, and diversify the Otay WD’s water supply portfolio consistent the Otay WD
2007 IRP.

42




Otay Water District

Water Supply Assessment and Verification Report
Otay Ranch Preserve and Resort Community

Also, proposed land use development projects to be served by the Otay WD, such as the
Resort project, that are not currently within the jurisdictions of Water Authority and the
Metropolitan, will likely be required, as a condition of annexation, to be supplied by
alternative water resources to 100% offset their projected potable water supply requirements.

In recognition of the need to develop sufficient alternative water supplies, the Otay WD is
planning to take the next step towards development of production groundwater well projects.

There are four groundwater well projects that the Otay WD is actively pursuing to develop as
new local water supplies. They are known as the Middle Sweetwater River Basin
Groundwater Well, the Otay Mesa Lot 7 Groundwater Well, the Rancho del Rey Groundwater
Well, and the Otay River Groundwater Well Desalination project.

Middle Sweetwater River Basin Groundwater Well

The Middle Sweetwater River Basin Groundwater Well is a new additional water supply
project had been thoroughly studied and documented in the 1990’s. The Middle Sweetwater
River Basin is located within the Sweetwater River watershed and is that reach of the river
from Sweetwater Reservoir to the upstream Loveland Reservoir. The next step in

development of the Middle Sweetwater River Basin Groundwater Well is the implementation
of a pilot well project.

The Otay WD in cooperation with Sweetwater Authority and the Water Authority prepared a
water resources audit for the Middle Sweetwater River Groundwater Basin in June 1991. The
document was prepared by NBS Lowry and is entitled “Middle Sweetwater River System
Study Water Resources Audit”. The report was prepared as part of an overall study to
identify and evaluate water management alternatives within the Middle Sweetwater River
System (MSRS). The report graphically summaries water resources data for the MSRS.

The Otay WD in cooperation with Sweetwater Authority and the Water Authority prepared an
alternatives evaluation study of the Middle Sweetwater River System Study Water Resources
Audit in May 1993. The document was prepared by Michael R. Welch and is entitled
“Middle Sweetwater River System Study Altematives Evaluation”. The overall goal of the
study was to identify physical projects and/or management strategies which could enhance the
availability and quality of surface and ground waters within the MSRS.

The Otay WD prepared potential conjunctive use strategies for the Middle Sweetwater River
Basin in September 1994. A report was prepared by Michael R. Welch and is entitled
“Middle Sweetwater River Basin Conjunctive Use Alternatives”. The report was prepared for
the consideration of the Otay WD and Sweetwater Authority. The conceptual level planning
information within report identifies and evaluates eight conjunctive use altematives within the
Middle Sweetwater River Basin.
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The ultimate objective of the Otay WD is to develop a groundwater well production system
within the Middle Sweetwater River Basin capable of producing a sustainable yield of potable
water as a local supply.

The purpose of the Middle Sweetwater River Basin Groundwater Well Pilot project is to
identify the feasibility of developing a groundwater resource production system and to
determine and assess any limitations or constraints that may arise.

The Middle Sweetwater River Basin Groundwater Well Pilot Project scope of work will
accomplish six primary goals as follows:

Update project setting

Update applicable project alternatives analysis

Prepare groundwater well pilot project implementation plan

Construct and test pilot monitoring and extraction wells

Provide recommendations regarding costs and feasibility to develop a groundwater

well production system within the Middle Sweetwater River Basin capable of
producing a sustainable yield of potable water

* Prepare groundwater well production project implementation plan and scope of work

The groundwater conjunctive use concept planned to be developed is described as the
extraction of the quantity of water from the groundwater basin that was placed there by
customers of the Otay WD by means of their use of imported treated water that contributed to
the overall volume of groundwater within the basin. This quantity has been estimated to be
on the order of 12.5% of the total consumption of the Otay WD customers within that basin as
measured by their water meters. In the 1994/1995 time frame 810 ac-ft/yr was the estimated
quantity that was placed into the groundwater basin. Currently, that 12.5% quantity could be
on the order of 1,000 ac-ft/yr. The scope of work is planned to address this Phase I concept
while further development of the groundwater basin as an additional supply resource is
appropriately considered.

Further development of the groundwater basin to enhance the total groundwater production
could be accomplished by the Otay WD by means of additional extraction of water from the
basin that is placed there by means of either injection and/or spreading basins using imported
untreated water as the resource supply (Phase II). The existing La Mesa Sweetwater
Extension Pipeline, owned by the Water Authority, once converted to an untreated water

deliver system, could be the conveyance system to transport untreated water for this
conjunctive use concept.

These two distinct water resource supply conjunctive use concepts will be addressed so they
may coexist and to allow for their development as separate phases.

The scope of work to complete Middle Sweetwater River Basin Groundwater Well Pilot
Project consists of many major tasks and is to address the groundwater supply concepts
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outlined above. The detailed scope of work and draft request for proposal has been prepared.
It 1s anticipated that the consultant fee for the entire scope of work, could cost an estimated
$2,000,000, which includes a contingency and may take up to two years to complete.

The primary desired outcome of the Middle Sweetwater River Basin Groundwater Well Pilot
Project 1s for an engineering consultant to determine and make recommendations if it is
financially prudent and physically feasible to develop a Phase I groundwater well production
system within the Middle Sweetwater River Basin capable of producing a sustainable yield of
up to 1,500 ac-fi/yr of potable water for the Otay WD. If it is deemed that a Middle
Sweetwater River Basin Groundwater Well Production Project is viable than the consultant

will develop and provide a groundwater well production project implementation plan and
related scope of work.

Otay Mesa Lot 7 Groundwater Well

In early 2001 the Otay WD was approached by a landowner representative about possible
interest in purchasing an existing well or alternatively, acquiring groundwater supplied from
the well located on Otay Mesa. The landowner, National Enterprises, Inc., reportedly stated
that the well could produce 3,200 ac-ft/yr with little or no treatment required prior to
introducing the water into the Otay WD potable water system or alternatively, the recycled
water system. In March 2001 authorization to proceed with testing of the Otay Mesa Lot 7
Groundwater Well was obtained and the Otay WD proceeded with the investigation of this
potential groundwater supply opportunity.

The May 2001 Geoscience Support Services, Inc. completed for the Otay WD the preparation
of a report entitled, “Otay Mesa Lot 7 Well Investigation,” to assess the Otay Mesa Lot 7
Well. The scope of work included a geohydrologic evaluation of the well, analyses of the

water quality samples, management and review of the well video log, and documentation of
well pump testing.

The primary findings, as documented in the report, formed the basis of the following
recommendations:

* For the existing well to be use as a potable water supply resource, a sanitary seal must
be installed in accordance with the CDPH guidelines.

Drawdown in the well must be limited to avoid the possibility of collapsing the casing.

Recover from drawdown from pumping is slow and extraction would need to be
terminated for up to 2 days to allow for groundwater level recovery.

 The well water would need to be treated and/or blended with potable water prior to
introduction into the potable water distribution system.

In October 2001, the outcome and recommendations of the Geoscience Support Services, Inc.

Otay Mesa Lot 7 Well efforts were presented to the Otay WD Board of Directors. The
existing Otay Mesa Lot 7 Well, based upon the above findings, was determined not to be a
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reliable municipal supply of potable water and that better water quality and quantity perhaps
could be discovered deeper or at an alternative location within the San Diego Formation.

The Otay WD is continuing to pursue the Otay Mesa groundwater well opportunity with due
consideration of the recommendations of the existing report and plans to develop a
groundwater well production facility to extract perhaps at least 600 ac-ft/yr. The steps
necessary o put such a well into production are as follows:

* Review the results of available water quality data, video survey for casing and screen
condition, and pump testing.

* Investigate, discover, and confirm a reliable sufficient quality and quantity of source
water.

Establish feasibility and cost effectiveness of a production well system.
e Negotiate the purchase of a well site.

* Proceed with the planning, environmental compliance, permitting, design, and
construction of a groundwater well production system.

Rancho del Rey Groundwater Well

In 1991, the McMiilin Development Company drilled the Rancho del Rey Groundwater Well
to augment grading water supplies for their Rancho del Rey development projects. Although
the well was considered a “good producer,” little was known regarding its water quality and
sustainable yield for the water was used solely for earthwork (i.e. dust control and soil
compaction). The well was drilled to 865 feet, with a finished depth of 830 feet and produced
approximately 400 ac-ft/yr of low quality water for four years until its use was discontinued in
April 1995 as McMillin Development Company no longer needed the well. McMillin

Development Company had previously notified the Otay WD of its intent to sell off the
groundwater well asset.

The Otay WD continued discussions with McMillin Development Company and decided to
determine if the Otay WD could use the water from the well and establish if purchase the
property along with the existing well were appropriate. The Otay WD retained Quality
Assurance Laboratories to conduct water quality testing in F ebruary 1995, It was established
that the water from the well had a high total dissolved solids levels that exceeded well over
2,000 milligrams per liter. The Otay WD also retained engineering and well drilling firms,
Barrett Consulting Group and Multi Water Systems respectively, which performed pump
draw down tests in December 1995. The results of these efforts established the well’s long
term yield to be about 629 ac-ft/yr. In February 1996 the Otay WD retained Boyle
Engineering Corporation to prepare a feasibility study to compare alternatives for treating and
using the groundwater and to provide a benefit/cost analysis. The September 1996 Boyle
Engineering Corporation, “Groundwater Treatment Feasibility Study Ranch del Ray Well
Site,” report concluded that a Rancho del Rey Groundwater Well project could be feasible. It
was established that both capital and operation and maintenance costs would require the well
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to produce at least 700 ac-ft/yr for a minimum of ten years to make the project economically
viable. In October 1997 the Otay WD became owners of the property and well.

In May 1997 the Otay WD prepared and submitted to CDPH an Application for an Amended
Operating Permit to add as a source water supply the Rancho del Rey Groundwater Well. The
CDPH established that it would not issue an amended permit for the operation of the Rancho
del Rey Groundwater Well and any related treatment facilities until the system design and

specifications have reviewed and approved and the facilities must pass field inspection
following construction.

In April 1998 the Otay WD received four proposals from consultants interested in designing
the project. These proposals came in at almost double the estimated cost and in March 2000
the Otay WD decided to suspend further work on the developing the Rancho del Rey
Groundwater Well until the project becomes economically viable or other circumstance would
make it desirable to pursue development of the well.

In 2008 the Otay WD decided to reestablish the pursuit of the Rancho del Rey Groundwater
Well project based upon the current water supply and water pricing conditions. The steps
necessary to put such a well into production are as follows:

* Review the results of available data, tests, reports, etc.
* Reevaluate the cost effectiveness of a production well system.

* Proceed with the planning, environmental compliance, permitting, design, and
construction of a groundwater well production system.

Otay River Groundwater Desalination Facility

Many local entities in San Diego County have studied the San Diego Formation and are
interested in its potable water supply potential. These include the Sweetwater Authority, the
Water Authority, City of San Diego, Otay WD, and the United Stated Geological Service.
The San Diego Formation extends from the California-Mexico border to near Mission Bay in

San Diego County, a distance of approximately 16 miles and from the coast to approximately
six miles inland.

What is known about the San Diego Formation is that the geology is complex, and at present,
only partly understood. The heterogeneity of the aquifer makes it extremely difficult to
accurately predict groundwater flow or well performance. Few, if any, investigations have
been performed on the San Diego Formation in the Otay River Valley. Most of the
knowledge is based in the Sweetwater River Valley and the Tijuana River Valley. Therefore,
the Otay River Groundwater Desalination Facility (Otay River) project would produce
valuable and useful data to aid in characterizing the San Diego Formation that could
ultimately lead to the production of potable water.
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The objective of Otay WD and Sweetwater Authority is to plan, and potentially permit,
design, and construct an Otay River project within the Lower Otay River Basin capable of
producing a sustainable yield of potable water as a local supply. The Lower Otay River Basin
is located within the Otay River watershed and is that reach of the river below the Lower Otay
Reservoir. The San Diego Formation is the principal aquifer in the South San Diego Bay area
and underlies the Otay River Basin and other river basins.

The purpose of the Otay River project is to increase the quantity of local water supply within
the South San Diego Bay region by development of a brackish groundwater well and
desalination production system to extract, to the maximum extent practical, groundwater from

the San Diego Formation; thereby, reducing imported and treated water demand from the
Water Authority and Metropolitan.

The development of the Otay River project is being developed in a phased approach. The
Sweetwater Authority and Otay WD are proceeding with the Otay River project and are
participating in all phases of development and intend share equally all aspects and outcomes
such as costs, risks, water supply, benefits, etc.

The Otay River project effort is currently being accomplished in two phases. Phase I, which
is well underway, is envisioned as the planning and feasibility aspects of the project intended
to determine the viability of extracting brackish groundwater from the San Diego Formation
with the purpose to eventually construct brackish groundwater desalination treatment and
transport facilities. Phase Il is envisioned as proceeding with a pilot project, environmental
compliance, permitting, design, construction, operation, maintenance, and other requirements
of the Otay River project production and transport facilities to treat the groundwater and
deliver the produced potable water to customers of both Sweetwater Authority and Otay WD.
Proceeding with Phase II is dependent upon the outcomes of the Phase I efforts.

In 2006, Sweetwater Authority, in partnership with Otay WD received notification from the
California Department of Water Resources (DWR) that Sweetwater Authority had been
selected to receive a matching grant for the Otay River Basin Brackish Groundwater
Desalination Study. The grant amount from DWR is $242,000. The combined Sweetwater
Authority and Otay WD contribution is $357,000, for a total of $599,000 to accomplish the
DWR grant study. Through the Otay River Basin Brackish Groundwater Desalination Study,
Sweetwater Authority and Otay WD will determine the feasibility of extracting brackish
groundwater from the San Diego Formation. A portion of the work involves the United States
Geological Society (USGS) services to construct multi-depth monitoring wells near the Otay
River. The monitoring wells have been constructed.

In 2007, Sweetwater Authority , in partnership with Otay WD received notification from the
Water Authority that Sweetwater Authority had been selected to receive a matching grant
from the Water Authority Local Investigations and Studies Assistance (LISA) grant funding
program for the USGS Study of the San Diego Formation for Potential In-lieu Conjunctive
Use concept. The grant amount is $1,500,000. The combined Sweetwater Authority and
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Otay WD contribution is $1,500,000, for a total of $3,000,000 to complete the LISA grant
study.

The USGS Study of the San Diego Formation for Potential In-lieu Conjunctive Use effort has
two primary objectives as follows.

* Develop an integrated, comprehensive understanding of the geology and hydrology of
the San Diego Formation and the overlying alluvial deposits. With this understanding,
the sustainable yield of the San Diego Formation can be determined founded upon
good science.

e Use this understanding to evaluate use of the alluvial deposits and the San Diego
Formation for an in-lieu conjunctive use project for expanded extraction.

The study phase, Phase I, of the Otay River project is to collect necessary geologic,
groundwater, and water quality data that can be used to determine the safe yield from the
aquifer and to develop a solidified plan for completing a Otay River project that could
potentially yield at least 4,500 ac-ft/yr of desalinated potable water.

The achievable goals of the Otay River project are as follows:

¢ Obtain valuable well data that can be used to determine the hydro geological
condition of the San Diego Formation in the Otay River Basin.

* Determine the water quality of the aquifer in this region.

* Conceptually layout the facilities needed to collect, treat, and deliver desalinated
water to potable water customers of Sweetwater Authority and Otay WD.

* Develop a long-range monitoring program for well development and an

implementation plan that clearly identifies the steps needed to complete the
ultimate project.

The Otay River project will allow the partnering each agency to complete a significant step

towards developing a new potable water source from brackish groundwater that is currently
not used.

6.3.1.4 Potential Ocean Desalination Supplies

The Otay WD is currently investigating the feasibility of purchasing desalinated water from a
seawater reverse osmosis plant that is planned to be located in Rosarito, Mexico. This project
is known as the Rosarito Ocean Desalination Facility (Rosarito) project. The treatment
facility is intended to be designed, constructed, and operated in Mexico by a third party. In
June 2008 a report has been prepared for the Otay WD by Camp Dresser & McKee, Inc.
entitled Draft Otay Water District Binational Ocean Rosarito Desalination Feasibility Study.

The draft Binational Ocean Rosarito Desalination F easibility Study discusses the likely issues
to be considered in terms of water treatment and monitoring, potential conveyance options
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within the United States from the international border to potential delivery points, and
environmental, institutional, and permitting considerations for Otay WD to import the
Rosarito project product water as a new local water supply resource.

The three main treatment considerations addressed are:

¢ Treatment required for a reliable, high quality source, which blends effectively with
the existing water supply.

¢ Treatment and monitoring required for compliance with the California Department of
Public Health (CDPH) regulations.

¢ Treatment required for public perception concems.

While the treatment facility for the Rosarito project will likely not be designed or operated by
the Otay WD as the lead agency, it is important that Otay WD maintain involvement with the
planning, design, and construction of the facility to ensure that the implemented processes
provide a product water of acceptable quality for distribution and use within the Otay WD
system as well as in other agencies” systems in the region that may use the product water, e.g.
City of San Diego, the Water Authority, etc. A seawater reverse osmosis treatment plant
removes constituents of concern from the seawater, producing a water quality that far exceeds
established United States and California drinking water regulations for most parameters,
however, a two-pass treatment system may be required to meet acceptable concentrations of
boron and chlorides, similar to the levels seen within the existing Otay WD supply sources.
The Binational Ocean Rosarito Desalination Feasibility Study addresses product water quality
that is considered acceptable for public health and distribution.

The Otay WD, or any other potential participating agencies, will be required to get approval
from the CDPH in order to use the desalinated seawater as a water source. Three alternatives
approaches are identified for getting this approval: 1) Certification of the Rosarito project in
Mexico by CDPH,; 2) Disinfection treatment only in the United States, receiving a waiver of
specific filtration requirements through CDPH; and 3) Full filiration and disinfection
treatment of water entering the United States with waiver of certain typical Watershed

Sanitary Survey requirements. These alternatives vary in their cost and their likelihood of
meeting CDPH approval.

The Binational Ocean Rosarito Desalination Feasibility Study addresses two supply targets
for the desalinated water (i.e. local and regional). The local alternative assumes that only
Otay WD would participate and receive desalinated water, while the regional alternative

assumes that other regional and/or local agencies would also participated in the Rosarito
project.

For the local alternative, the supply target is assumed to be 10 mgd or 11,200 ac-ft/yr. This is
based on the Otay WD 2007 IRP, which identified a 5 to 10 mgd of ocean desalination as part
of Otay WD’s preferred supply strategy.
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The regional alternative assumes a total supply target of 25 mgd or 28,000 ac-ft/yr based upon
the projected maximum available desalinated water supply from the Rosarito project. Of the
25 mgd, Otay WD would receive 10 mgd. The remainder would go to other partnering
regional and/or local agencies within the United States. Potential partners include the City of
San Diego, the Water Authority, Helix Water District, Padre Dam Municipal Water District,
and/or Sweetwater Authority. It is expected that supply requirements for these agencies will
exceed 15 mgd and there will be a need to develop local water supply options.

The Otay WD is proceeding with negotiations among the parties to establish water supply
resource acquisition terms through development of a Principles of Understanding document.

6.3.2 Otay WD Capital Improvement Program

The Otay WD plans, designs, constructs, and operates water system facilities to acquire
sufficient supplies and to meet projected ultimate demands placed upon the potable and recycled
water systems. In addition, the Otay WD forecasts needs and plans for water supply
requirements to meet projected demands at ultimate build out. The necessary water facilities and
water supply projects are implemented and constructed when development activities proceed and
require service to achieve timely and adequate cost effective water service.

New water facilities that are required to accommodate the forecasted growth within the entire
Otay WD service area are defined and described within the Otay WD 2002 WRMP. These
facilities are incorporated into the annual Otay WD Six Year Capital Improvement Program
(CIP) for implementation when required to support development activities. As major
development plans are formulated and proceed through the land use Jurisdictional agency
approval processes, Otay WD prepares water system requirements specifically for the proposed
development project consistent with the Otay WD 2002 WRMP. These requirements document,
define, and describe all the potable water and recycled water system facilities to be constructed to
provide an acceptable and adequate level of service to the proposed land uses, as well as the
financial responsibility of the facilities required for service. The Otay WD funds the facilities
identified as CIP projects. Established water meter capacity fees and user rates are collected to
fund the CIP project facilities. The developer funds all other required water system facilities to
provide water service to their project.

Section 7 — Conclusion: Availability of Sufficient Supplies

The Resort project is not currently located within the jurisdictions of the Otay WD, the Water
Authority, and Metropolitan. The Resort project is required to annex into the jurisdictions of
the Otay WD, Water Authority, and Metropolitan to be eligible to utilize imported water
supply (i.e. to obtain imported water supply service).
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The Water Authority and Metropolitan have an established process that ensures supplies are
being planned to meet future growth. Any annexations and revisions to established land use
plans are captured in the SANDAG updated forecasts for land use planning, demographics,
and economic projections. SANDAG serves as the regional, intergovernmental planning
agency that develops and provides forecast information. The Water Authority and
Metropolitan update their demand forecasts and supply needs approximately every five years
to coincide with preparation of their urban water management plans based on the most recent
SANDAG forecast. Prior to the next forecast update, local Jurisdictions may require water
supply assessment and/or verification reports for proposed land developments that are not
within the Otay WD, Water Authority, nor Metropolitan jurisdictions (i.e. pending or
proposed annexations) or that have revised land use plans than reflected in the existing growth
forecasts. Proposed land areas with pending or proposed annexations or revised land use
plans typically result in creating higher demand and supply requirements than anticipated.
The Water Authority and Metropolitan next demand forecast and supply requirements and
associated planning documents would then capture any increase or decrease in demands and
required supplies as a result of annexations or revised land use planning decisions such as the
proposed annexation of the Resort project into Otay WD, Water Authority, and Metropolitan
jurisdictions. When the Resort project is annexed into the jurisdictions of the Otay WD, the
Water Authority, and Metropolitan water demand and supply planning information for the

Resort project will be a permanent part of and incorporated within their water resources
planning processes and documents.

Metropolitan’s Integrated Resources Plan identifies a mix of resources (imported and local)
that, when implemented, will provide 100 percent reliability for full-service demands through
the attainment of regional targets set for conservation, local supplies, State Water Project
supplies, Colorado River supplies, groundwater banking, and water transfers. The 2004 IRP
Update includes a planning buffer supply intended to miti gate against the risks associated
with implementation of local and imported supply programs. The planning buffer identifies
an additional increment of water that could potentially be developed if other supplies are not
implemented as planned. As part of implementation of the planning buffer, Metropolitan
periodically evaluates supply development to ensure that the region is not under or over-
developing supplies. Managed properly, the planning buffer will help ensure that the southern

California region, including San Diego County, will have adequate supplies to meet future
demands.

In Section IL4 of their 2005 Regional Urban Water Management Plan, Metropolitan states
that through effective management of its water supply, they fully expect to be 100 percent
reliable in meeting all non-discounted non-interruptible demands throughout the next twenty-
five years. Metropolitan’s 2005 RUWMP identifies potential reserve supplies in the supply
capability analysis (Tables 11-7, II-8, and I11-9), which could be available to meet the
unanticipated demands such as those of the Resort project.
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The County Water Authority Act, Section 5 subdivision 11, states that the Water Authority
“as far as practicable, shall provide each of its member agencies with adequate supplies of
water to meet their expanding and increasing needs.”

As part of preparation of a written water supply assessment and/or verification report, an
agency’s shortage contingency analysis should be considered in determining sufficiency of
supply. Section 9 of the Water Authority’s 2005 UWMP contains a detailed shortage
contingency analysis that addresses a regional catastrophic shortage situation and drought
management. The analysis demonstrates that the Water Authority and its member agencies,
through the Emergency Response Plan, Emergency Storage Project, and Drought
Management Plan are taking actions to prepare for and appropriately handle an interruption of
water supplies. The DMP, completed in May 2006, provides the Water Authority and its
member agencies with a series of potential actions to take when faced with a shortage of
imported water supplies from Metropolitan due to prolonged drought or other supply shortfall
conditions. The actions will help the region avoid or minimize the impacts of shortages and
ensure an equitable allocation of supplies.

This WSA&V Report identifies and describes the processes by which water demand
projections for the proposed Report project will be fully included in the water demand and
supply forecasts of the Urban Water Management Plans and other water resources planning
documents of the Water Authority and Metropolitan. Water supplies necessary to serve the
demands of the proposed Resort project, along with existing and other projected future users,
as well as the actions necessary and status to develop these supplies, have been identified in
the Resort project WSA&V Report and will be included in the future water supply planning
documents of the Water Authority and Metropolitan.

This WSA&V Report includes, among other information, an identification of existing water
supply entitlements, water rights, water service contracts, water supply projects, or
agreements relevant to the identified water supply needs for the proposed Resort project. The
WSA&V Report demonstrates and documents that sufficient water supplies are planned for
and are intended to be available over a 20-year planning horizon, under normal conditions and
n single and multiple dry years to meet the projected demand of the proposed Resort project
and the existing and other planned development projects to be served by the Otay WD.

Table 8 presents the forecasted balance of water demands and required supplies for the Otay
WD service area under average or normal year conditions.
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Table 8
Projected Balance of Water Supplies and Demands

Normal Year Conditions (acre feet)

Descripion | FY 2010 | FY 2015 | FY 2020 | FY 2025 | FY 2030
Water Authority Supply 45,772 | 52,349 | 59799 | 66,560 | 75,108
Recycled Water Supply 4,040 4,684 5,430 6,294 7,297
Groundwater Supply 0 0 0 0 0
Total Required Supply 49,812 57,033 65,229 72,854 82,405
Total Projected Demand 49,812 57,033 65,229 72,854 82,405
Supply Deficit 0 0 0 0 0

Table 9 presents the forecasted balance of water demands and supplies for the Otay WD
service area under single dry year conditions.

Table 9
Projected Balance of Water Supplies and Demands

Single Dry Year Conditions (acre feet)

Description _FY 2010 | FY 2015 | FY 2020 | FY 2025 | FY 2030
Water Authority Supply 49259 | 56341 | 64,365 | 71,660 | 80876
Recycled Water Supply 4,040 4,684 5,430 6,294 7,297
Groundwater Supply 0 0 0 0 0
Total Required Supply 53,299 61,025 69,795 77,954 88,173
Total Projected Demand 53,299 61,025 69,795 77,954 88,173
Supply Deficit 0 0 0 0 0

Dry year demands assumed to generate a 7% increase in demand over normal conditions for each year in

addition to new demand growth,

Table 10 presents the forecasted balance of water demands and supplies for the Otay WD
service area under multiple dry year conditions for the five year period ending in 2015.
Multiple dry year conditions for periods ending 2020, 2025, and 2030 are provided in the

Otay WD 2005 UWMP.
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Table 10
Projected Balance of Water Supplies and Demands
Multiple Dry Year Conditions (acre feet)

Water Authority Supply 50,675 | 52,091 | 53509 | 54925 | 56341
Recycled Water Supply 4,169 4,298 4,426 4,555 4,684
Groundwater Supply 0 0 0 0 0
Total Required Supply 54,844 56,389 57,935 59,480 61,025
Total Projected Demand 54,844 56,389 57,935 59,480 61,025
Supply Deficit 0 0 0 0 0

Dry year demands assumed to generate a 7% increase in demand over normal conditions for each year in

addition to new demand growth.

The projected potable demand and supply requirements shown the Tables 8,9, and 10 are
from the Otay WD 2005 UWMP and include those of the Resort project. Hot, dry weather
may generate urban water demands that are about 7 percent greater than normal. This
percentage was utilized to generate the dry year demands shown in Tables 9 and 10. The
recycled water supplies are assumed to experience no reduction in a dry year.

This WSA&V Report demonstrates and verifies that sufficient water supplies are planned for
and are intended to be acquired as well as the actions necessary and status to develop these
supplies are documented to meet projected water demands of the Resort project and the
existing and other reasonably foreseeable planned development projects within the Otay WD
for a 20-year planning horizon, in normal and in single and multiple dry years.
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Source Documents

County of San Diego, November 4, 2008, Otay Ranch Preserve and Resort Community SB
610 and SB 221 Compliance request letter received November 5, 2008.

County of San Diego, January 20, 2009, Otay Ranch Preserve and Resort Community SB 610
and SB 221 Compliance time extension letter.

City of Chula Vista, “Otay Ranch General Development Plan/Sub-regional Plan, The Otay Ranch
Joint Planning Project,” October 1993 amended June 1996.

County of San Diego, “East Otay Mesa Specific Plan Area,” adopted July 27, 1994.
Otay Water District, “2002 Water Resources Master Plan,” August 2002.

MWH Americas, Inc. and Otay Water District, “Otay Water District 2005 Urban Water
Management Plan,” December 2005 amended July 2007.

Camp Dresser & McKee, Inc., “Otay Water District Integrated Water Resources Plan,” March
2007

San Diego County Water Authority, “Urban Water Management Plan 2005 Update,”
November 2005 amended May 2007.

Metropolitan Water District of Southern California, “Regional Urban Water Management
Plan,” November 2005,

Dexter Wilson Engineering, Inc., “Overview of Water Service for Otay Ranch Village 13,7
December 2008.

Dexter Wilson Engineering, Inc., “Otay Ranch Village 13 Water Conservation Plan,” May
2006.

Camp Dresser & McKee, Inc., “Draft Otay Water District Binational Ocean Rosarito
Desalination Feasibility Study,” June 2008.

PBS&J, “Draft Otay Water District North District Recycled Water System Development
Project, Phase I Concept Study,” December 2008,

NBS Lowry, “Middle Sweetwater River System Study Water Resources Audit,” June 1991

Michael R. Welch, “Middle Sweetwater River System Study Alternatives Evaluation,” May
1993,
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Michael R. Welch, “Middle Sweetwater River Basin Conjunctive Use Alternatives,”
September 1994,

Geoscience Support Services, Inc., “Otay Mesa Lot 7 Well Investigation,” May 2001.

Boyle Engineering Corporation, “Groundwater Treatment Feasibility Study Ranch del Ray
Well Site,” September 1996.

Agreement for the Purchase of Treated Water from the Otay Water Treatment Plant between
the City of San Diego and the Otay Water District.

Agreement between the San Diego County Water Authority and Otay Water District regarding
Implementation of the East County Regional Treated Water Improvement Program.

Agreement between the San Diego County Water Authority and Otay Water District for

Design, Construction, Operation, and Maintenance of the Otay 14 Flow Control Facility
Modification.

Agreement between the Otay Water District and the City of San Diego for Purchase of
Reclaimed Water from the South Bay Water Reclamation Plant.
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Appendix A

Otay Ranch Preserve and Resort Community Regional Location and Vicinity Map




Otay Water District

Water Supply Assessment and Verification Report
Eastern Urban Center Sectional Planning Area

224 The Cluy Rench
gfé P!mg & Rosort

Spacific Plan Ares

OFCRRTREMT OF P AREIG

EEDLARS Lﬁ?&]m 1

SPDA-02; TMS5361; ER LDG DA-15-005

Regional Location snd Vicinity Map




Otay Water District

Water Supply Assessment and Verification Report
Eastern Urban Center Sectional Planning Area

Appendix B

Otay Ranch Preserve and Resort Community Proposed Development Plan
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AGENDA ITEM 7

STAFF REPORT

TYPE MEETING: Regular Board MEETING DATE: February 4, 2009
SUBMITTED BY: Mark Watton , W.O./G.F. NO: DIV. NO.

General Manager

SUBJECT: Consideration to Nominate Representative to San Diego Local

Agency Formation Commission (LAFCO)

GENERAL MANAGER’ S RECOMMENDATION; -

That the Board of Directors consider nominating a District
Representative for a Regular District Member and an Alternate

Member on the San Diego Local Agency Formation Commission
(LAFCO) .

PURPOSE :

To bring to the Board of Directors attention that LAFCO is
requesting nominations to fill a Regular District Member seat

and an Alternate Member seat on their commission (please see
Attachment B).,

COMMITTEE ACTION:

Please see Attachment A.

ANALYSIS:

LAFCO commissioners serve four-year terms and the term of the
Reqgular District Member, currently held by Andy Menshek, will
expire in May 2009. Mr. Menshek has indicated that he will not
seek a new term on LAFCO. Mr. John Ingalls, currently an
Alternate Member, is interested in seeking the Regular District
Member seat whose term will expire in May 2013. Mr. Ingalls
intends to resign from his Alternate Member seat to allow LAFCO

to hold one election for both the Regular District Member and
Alternate Member seats.

The Board may nominate a board member representative for the
Regular Member and Alternate Member seats. LAFCO rules indicate
that nominees must be a District officer, but cannot be a member
of the legislative body of a city or county. The deadline for
submitting nominations is February 27, 2009. Nominations must be
submitted via the attached nomination form.




FISCAL IMPACT:

None.

LEGAL IMPACT:

None. ’

MW\RMUV\AA/

General Manager

Attachments:
Attachment A - Committee Action
Attachment B - LAFCO Correspondence and Nomination Form




ATTACHMENT A

Consideration to Nominate Representatives to San Diego
SUBJECT/PROJECT: | Local Agency Formation Commission (LAFCO)

COMMITTEE ACTION:

The Engineering, Operations and Water Resources Committee
reviewed this item at a meeting held on January 26, 2009 and
supported presentation to the full board.




LAFCO

ATTACHMENT B

1600 Pacific Highway » Room 452  San Diego, CA 92101
(619) 531-5400 « FAX (619) 557-4190

San Diego Local Agency Formation Commission

Chairman

Bill Horn
County Board of
Supervisors

Vice Chairman

Bud Pocklington
South Bay Irrigation District

Members

Dianne Jacob
County Board of
Supervisors

Donna Frye
Councilmember
City of San Diego

Carl Hilliard
Councilmember
City of Del Mar

Betty Rexford
Councilmember
City of Poway

Aﬁdrew J. Menshek
Padre Dam
Municipal Water District

Andrew L. Vanderlaan
Public Member

Alternate Members
Greg Cox

County Board of
Supervisors

Brian Maienschein
Councilmember

City of San Diego

Mark Lewis

Mayor

City of El Cajon

John 8. Ingalls

Santa Fe

Irrigation District

Harry Mathis

Public Member
Executive Officer

Michael D. Oti

Counsel

William D. Smith

January 16, 2009

TO: Independent Special Districts in San Diego County

FROM: Executive Officer
- Administrative Assistant

SUBJECT: Call for Nominations to the Local Agency Formation
Commission

Nominations are being solicited for one regular district member and one
alternate member on the Local Agency Formation Commission (LAFCO)
The deadline for receipt of all nominations is February 27, 2009.

.

LAFCO commissioners serve four-year terms. The term of the incumbent
LAFCO regular district member, Andy Menshek, will expire in May 2009.
Mr. Menshek has announced that he will not seek a new term on
LAFCO. John Ingalls, the incumbent alternate district member on
LAFCO has announced that he will seek the regular position being
vacated by Mr. Menshek. The new term of the regular district member
position will expire in May 2013. Mr. Ingalls has indicated that he intends
on resigning from the alternate position he now occupies upon the
conclusion of the LAFCO election, so that one election can be held
concurrently for both the regular and alternate positions. While not
required to resign from his alternate position, the voluntary action taken
by Mr. Ingall's will simplify the election process by avoiding the necessity

to conduct a second election immediately following the regular district
member election. '

Candidates and voters should be aware that according to State Law,
regular and alternate district members of LAFCO must be officers of
independent special districts (members of the board of directors) who
reside within San Diego County. The regular and alternate district

LAFCO members may not be members of the legislative body of a city or

county.

Website: www.sdlafco.org




After the LAFCO regular and special district nominations are received by February 27,
2009, a candidates forum will be held on March 26, 2009, in conjunction with a
California Special Districts Association (CSDA) Dinner.

All districts are encouraged to submit nominations. Please use the attached
nomination/resume form (Attachment 2), and be sure that the form specifies
whether_the nomination is for the LAFCO reqular or alternate district member
position. Only the one-page nomination/resume form will be distributed with the
official voting ballot. The nomination form should be signed by, or with authority of,
the district presiding officer. Facsimile (FAX) copies of nominations are permitted, if
necessary, to meet the submission deadline, but an original form must be furnished as

soon as possible thereafter. Again, the deadline for receipt of nominations is
February 27, 2009. Please send nominations to:

Executive Officer
Local Agency Formation Commission
1600 Pacific Highway, Room 452
San Diego, CA 92101

All nominations received by the deadline will be reviewed by a nominating committee.
The nominating committee’s report and copies of all nomination forms submitted will be

included with the ballots and voting instructions. These materials will be mailed on
April 3, 2009.

As required by the Rules, please acknowledge receipt of this letter calling for
nominations by completion and return of the form attached (Attachment 3).

Please call Tita Jacque Mandapat at (619) 531-5400 if you have any questions

regarding this letter,
Lt #HET

MICHAEL D. OTT TITA JACQUE MANDAPAT
Executive Officer Administrative Assistant
MDO:tjm

Attachments (3)
No. 1: List of Incumbents
No. 2: Nominations/Resume Form
No. 3: Acknowledgement of Receipt Form




2009 LAFCO CALL FOR NOMINATIONS
LIST OF INCUMBENTS

Regular LAFCO Special District Member Term Expires

(VACANT) May 2013
Incumbent Alternate LAFCO Special District Member Term Expires -
John Ingalls

Santa Fe Irrigation District May 2011 *

*

The term of the alternate member expires in May 2011, but the incumbent has indicated that he
will seek the regular LAFCO Special District member position and resign from the alternate
position upon the conclusion of the LAFCO election.

Attachment 1




2009 SPECIAL DISTRICTS
NOMINATION/RESUME

Date Received by LAFCO

NOMINATED BY:

District

NAME OF NOMINEE:

Address:

Phone:

E-mail:

NOMINATED FOR: LAFCO REGULAR MEMBER ( )
LAFCO ALTERNATE MEMBER ( )

DISTRICT EXPERIENCE:

LAFCO EXPERIENCE:

ADDITIONAL INFORMATION:

(Authorized Signature)

Attachment 2




2009 SPECIAL DISTRICTS MAILED-BALLOT ELECTION
ACKNOWLEDGMENT OF RECEIPT FORM

(Name of District)

has received notification of LAFCO's intention to conduct the 2009 Special Districts
election by mailed ballot.

(Authorized Signature)

(Print Name)

Date:

Return this form to:

Executive Officer
Local Agency Formation Commission
1600 Pacific Hwy, Room 452
San Diego CA 92101

Attachment 3
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