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SUBJECT: Approval of Water Supply Assessment Report {(July 2011) for
the Pio Pico Energy Center Project

GENERAL MANAGER’S RECOMMENDATION:

That the Otay Water Disgtrict (District) Board of Directors
(Board) approves the Water Supply Assessment Report (WSA Report)
dated July 2011 for the Pio Pico Energy Center (PPEC) Project,
as reguired by Senate Bill 610 (see Exhibit A for Project
location) .

COMMITTEE ACTION:

Please see Attachment A,
PURPOSE:

To obtain Board approval of the July 2011 WSA Report for the
PPEC Project, as required by Senate Bill 610 (SB 610).

ANALYSIS:

The California Energy Commission (CEC) is conducting an
environmental review of the proposed PPEC Project. SB 610
requires the agency conducting the environmental review to
evaluate whether total water supplies will meet the projected
water demand for certain “projects” that are otherwise subject
to the reguirement of the California Environmental Quality Act




(CEQA) . SB 610 provides its own definiticn of “project” in
Water Code Section 109%12. The CEC submitted a recuest for a WSA
to the District pursuant to SB 610. In response to such
reqgquest, SB 610 reguires that, upon reguest of the agency
conducting the environmental review, a water purveyor, such as
tThe District, prepare the water supply assessmeni to be included
in the CEQA documentation.

The reguirements of SB 610 are addressed by the WSA Report for
the PPEC Project. Prior to transmittal toe the CTEC, the WSA
Report must be approved by the District Bocard. Additional
information of the intent of SB 610 is provided in Exhibit B and
the PPEC Project WSA Report is attached as Exhibit C.

For the PPEC Project, the CEC ig the responsible agency that
requested the 8B 610 water supply assegsment from the District,
ag the water purveyor for the proposed Pio Pico Energy Center
Project. The request for the WSA Report, in compliance with SB
610 requirements, was made by the CEC because the PPEC Project
meetLg or exceeds one or both of the fcollowing 8B 610 criteria:

e A proposed industrial, manufacturing or processing plant or
industrial park planned to house more than 1,000 persons,
occupying more than 40 acres of land, or having more than
650,000 gguare feet of area.

e LA 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 PPEC Project is designed to use recycled water as its
primary source of cooling and process watexr. The PPEC Project
will use recycled water, if available, during construction and
operational periods. Since recycled water is currently not
available at the Project site and the Otay Mesa area in general,
the PPEC Preoject will rely con and use currently available
potable water provided by the District. The PPEC Project's
interim potable water demands exceed the thresholds contained in
the legislation enacted by SB 610 criteria of 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 and
therefore regquires preparation of a WSA report.

The District, as the proposed water purveyor for the PPEC
Project, does not have to comply with the requirements of Senate
Bill 221 (SB 221) because the Project ig an industrial
development and SB 221 applies to regidential sgubdivigions.



Pursuant to SB 610, the WSA Report incorporates by reference the
current Urban Water Management Plansg and other water resources
planning documents of the District, the San Diego County Water
Authority (Water Authority), and the Metropolitan Water District
of Southern California (MWD). The District prepared the WSA
Repeort in consultation with Atkins North America, Inc. and the
Water Authority which demonstrates and documentcg that sufficient
water supplieg are planned for and are intended to be made
available over a 20-year planning horizon under normal supply
conditicons and in single and multiple dry years to meet the
projected demand of the PPEC Project and other planned
development projects within the District.

The PPEC Project calculated that the interim potable demand for
the PPEC plant operation is expected to be approximately 369
acre feet per year (ac-ft/yr), due to higher plant efficiency
using potable water. Approximately 1.5 ac-ft/yr of potable
demand will sexve the FPPEC Project administration building and
will not convert to recycled water. The total interim potable
demand, including 1.2 ac-ft/vr of irrigation, of 372 ac-ft/yr is
306 ac-ft/yr higher than the potable demand estimate in the Otay
Water District’s 2008 Watexr Resources Magter Plan, updaied
November 2010 (2010 WRMP Update) . However, the projected
permanent potable PPEC Project demand of 1.5 ac-ft/yvr ig 64.5
ac-fo/yr less than the potable demands included in the 2010 WRMP
Update.

MWD’s Integrated Resource Plan (IRP) identifies a mix of
regources (imported and local) that, when implemented, will
provide 100 percent reliability for full-gervice demands thrcugh
the attainment of regional targets set for congervation, local
supplies, State Water Project supplies, Colorado River supplies,
groundwater banking, and water transfers. MWD’s 2010 update to
the IRP (2010 IRP Update) includes a water supply planning
buffer te mitigate the risk associated with implementation of
local and imported supply programs. The planning buffer
identifies an additional increment of walter that could
potentially be developed if other supplies are not implemented
as planned. As part of the establishment cf the planning
buffer, MWD pericdically evaluates supply development to ensure
that the region is not under- or cover-developing supplies. If
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 the Water Authority, “as far as practicable, shall
provide each of its member agenciles with adequate supplies of
water to meet thelr expanding and increasing needs.”

The intent of the 8B 610 legisglation is that the land use
agencies and the water agenciles coordinate their efforts in
planning for new development and thus plan for sufficient water
supplies to meet the needs.

As per the regquirements of SB 610, if the water supply
aggesgment findg that the supply is sufficient, then the
governing body ©f the water supplier (District) must approve the
water supply assessment and deliver it to the lead agency (CEC)
within 20 daye. The CEC's letter dated July 19, 2011 reguested
the WSA for the PPEC Project. The deadline for the District to
provide a Board approved WSA to the CEC is October 17, 2011. An
extengion can be requested to provide 30 additional days, if
necessary.

Pursuant to SB 610, if the water supply asseggment 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
acguire and develop those water supplies,” and the water
supplier governing body must approve the assessment and deliver
it to the lead agency within 90 days. If the water suppliexr
does conclude that additicnal water supplies are required, the
water supplier should indicate the status or stage of
development of the actiong identified in the plans it provides.
Tdentification 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 respcensibilities
are complete.

SB €10 provides that if the SB 610 water supply asgessment is
not received by the lead agency from the water supplier within
the prescribed 90 day period, and any requested time extension,
the lead agency may seek legal relief, such as writ of mandamus.
The CEC's reguest letfer dated July 19, 2011 was received by the
District July 19, 2011 so the 90 day deadline for the District
to provide the WSA Report to the CEC is Octcber 17, 2011. If a
30 day extension 1s requested, the new deadline will be
November 16, 2011.



Water supply agencies throughout California continue to face
climatological, envirconmental, legal, and other challengesg that
impact water source supply conditions, such as the court ruling
regarding the Sacramentc-San Joaguin Delta igssues. Challenges
such as these are always present. The regional water supply
agencies, the Water Authority, MWD, and the District
nevertheless fully intend to have sufficient, reliable supplies
to serve the PPEC Project.

FISCAL IMPACT: .

7

The District has been reimbursed $8,000 for zll costs associated
with the preparation cof the PPEC Project WSA Report. The
reimbursement was accomplished via an $8,000 deposit the Project
proponents placed with the District on February 8, 2011.

STRATEGIC GOAL:

The preparation and approval of the PPEC Project WSA Report
supports the District’s Mission statement, "To provide the best
guality of water and wastewater services to the customers of the
Otay Water District, in a professiocnal, effective, and efficient
manner” 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 Report for the PPEC Project in form and
content gatisfactory to the Board of Directors would allow the
Digstrict to comply with the requirements of Senate Bill 610.

Gemeral Manager

P:\WORKING\WO D0834 - Apex Power Pio Pico Plant\Staff Report\BD
10-05-11, Staff Report, Pio Pico Energy Center WSA (BK-RP) .doc
BK/RP:5f

Attachments: Attachment A - Committee Actions
Exhibit A - Project Location Map
Exhibit B - Explanation of the Intent of SB 610
Exhibit C - Pio Pico Energy Center WSA Report
Exhibit D - Presentation



ATTACHMENT A

| SUBJECTIPROJECT:  Approval of Water Supply Assessment Report (July 2011) for

; ~the Pio Pico Ene: Proj
D0834-090094 e Pio Pico Energy Center oject

COMMITTEE ACTION:

The Engineering, Operations, and Water Resources Commlittee
reviewed this item at a Committee Meeting held on September 28,
2011 and the following comments were made:

e Staff is requesting thait Lhe Otay Water District (District)
Board of Directors (Beoard) approve the July 2011 Water
Supply Assessment Report for the Plo Plco Energy Center
(PPEC), as reguired by Senate Bill ¢10.

e Staff indicated that Board approval for the submittal of
the WSA Report to the California EFnergy Commission 1s
required. It was noted that the District has approved four
(4} water supply assessments since the first of the year.

e 3taff discussed the background of Senate Bills 610 and 221,
and 1ndicated that 5B 221 does not apply To this industrial
development project.

e 3taff stated that the PPEC Project is a 3C0-megawatt (MW)
natural gas-fired power generating facility located within
the County of San Diego’s East Otay Mesa community planning
area at the southeast corner of Alta Road and Calzada de la
Fuente. “eExhibit A” was provided to the Committee that
showed the location of the project site.

e Staff indicated that the PPEC LLC has negotiated a power
purchase agreement with SDG&E and is expected to coperate
approximately 4,000 hours per year (46%). Construction is
expected to start February 2013 and plant start up in May
2014.



The PPEC Project is designed to use recycled water for
cooling. Staff indicated that recycled water is currently
not avallable and therefore the PPEC Project will rely on
potable water for cooling which is estimatad to reguire 369
acre—-foot per year (AFY).

The onsite deomestic use and sprinkler use will bring the
total interim potable water demand for this project to 372
AFY, and once recycled water is avallable to the site, ths
PPEC Project will use 379 AFY of recycled water and less
than 2 AFY of potable water for onslte domestic use.

Staff indicated that the WSA Report states the followlng:
“The regional and local water supply agencies acknowledge
the challenges of supply and fully intend to develop
sufficient reliable suppliss to meel demands. Water
suppliers recognize additional water supplies are necessary
and portfolios need to be reassessed and redistributed with
intent to serve existing and future needs.”

Staff indicated that the status of the current water supply
situation is documented in the WSA Report with the intent
that the water agenciles plan to develop sufficient water
supplies to meet demands. Staff believes that the Board has
met the intent of SB 610 statute in that Land use agencies
and water suppliers have demonstrated strong linkage.

It was noted that the PPEC Project WSA Report includes (4)
four other Otay Watrer District Planned Local Water Supply
Projects:

o Rancho Del Rey Groundwater Well (500-600 AFY)
0 Rosarito Ocean Desalination Project (24,000-50,000 AFY)

o Otay Mesa Lot 7 Groundwater Well (200-400 AFY)

o Ctay Mesa Recycled Water Supply Link Project (400-800 AFY)

A slide was presented that showed the Projected Balance of
Supply and Demand based on data from the District’s 2010
Urban Water Management Plan. Stafif indicated that 1t
projects the District demand for single dry vear and
multiple dry years and is based on meeting the SBX 7-7
conservation goal of a 10% per capita reduction by 2015.



Staff indicated that water demand and supply forecasts are

included in the planning documents of Metropolitan, Water
Authority, and the Otay Water District.

Staff stated that the PPEC Project 38 610 WSA demonstrates
and documents that sufficient water supplies are planned
for and are intended to be available over the next 20

Staff indicated that the District received a copy of a
etter thal was sent to Roger Balley at the City of San

g0 from the Otay Mesa Property Qwners Assoclation in
support of the District’s discussion with the City to
secure the quantity of recycled water needed to meet the
District’s peak demand at a reascnable cost. Staff noted
they received a copy of a similar letter sent fo Roger
Bailey by the Califernia Fnergy and Commission (see
attached letters).

In response to a guestion by the Committee, staff indicated
that the PPEC Project will be ancther “peaker” plant
similar to the Calpine Powsr Plant and that both plants are
close in proximity at approximately one sub-
station/business lot away.

In response to a question by the Committes, staff stated
that the PPEC project is using the newest technelogy
avallable to maximize the number of cocling cycles from
each gallion of water.

In response Lo the Committee’s ingquiry about the Project’s
land use, staff referred the Committee to page 19 of the
WSA Report for detailed land use information.

The Committee recommended for staff to speclfy that
annexation of the project site is not reguired because it
already is within the Qtay Water District’s and the CWA's
jurisdicticnal boundaries.

Following the discussicn, the Committee supported staffs’
recommendation and presentation to the full board as an actlon

item.
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Executive Summary

The Otay Water District (OWD) prepared this Water Supply Assessment Report {WSA
Report) at the request of the Californta Energy Commission (CEC) for the Pio Pico Energy
Center (PPEC) Project. The Pio Pico Energy Center, LLC submitted an Application for
Certification (AFC) to the CEC seeking permisston to construct and operate a power
generation facility.

PPEC Overview and Water Use

The PPEC Project is located within the jurisdictions of the OWD, the San Diego County
Water Authority (Water Authority), and the Metropolitan Water District of Southern
Calitornia (MWD). To obtain permanent imported water supply service, land areas are
requited to be within the jurisdictions of the OWD, Water Authority, and MWD.

The PPEC is a 300-megawatt (MW) natural gas-fired simple-cycle generating {acility. The
project 1s proposed to be located within the East Otay Mesa community planning area of the
County of San Diego. The Project site is located at the southeast corner of the intersection of
Alta Road and Calzada de la Fuente. The generating facility will utilize three General
Electric (GE) LMS 100 natural gas-fired combustion turbine generators (CTGs). The Project
will interconnect to an existing substation that serves two existing 230-kifovolt (kV)
transmission lines. This substation is located approximately 1,700 feet from the PPEC
Project.

The PPEC Project proposes to have a maximum annual capacity factor of approximately 46
percent or a maximum of 4,000 hours per year. Pio Pico Energy Center LLC has negotiated a
power purchase agreement (PPA) with San Diego Gas & Electric (SDG&E) which is
designed to dircctly satisfy the San Diego County arca demand for peaking and load-shaping
generation, near and long term.,

The PPEC Project is designed to use recycled water as its primary source of cooling and
process water. The PPEC Project will use recycled water, if available, during the construction
and operational periods. Since recyeled water 1s currently not availabie at the Project site and
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in Otay Mesa, the PPEC Project will rely on currently available potable water provided by
OWD.

The PPEC Project proposes to use recycled water service once available at the Project site.
The recycled water demand for the proposed PPEC Project inciudes 378 ac-tt/yr for ptant
operation and 1.2 ac-ft/yr for irrigation, for a total of 379 ac-ft/yr.

The PPEC Project calculated that the interim potable demand for the PPEC plant operation is
expected to be approximately 369 acre feet per year (ac-ft/yr), due to higher plant cfficiency
using potable water. Approximately 1.5 ac-ft/yr of potable demand will serve the PPEC
Project administration building and will not convert to recycled water. The total interim
potable demand, including 1.2 ac-ft/yr of irrigation, of 372 ac-t/yr is 306 ac-{U/yr higher than
the potable demand estimate in the Otay Water District’s 2008 Water Resources Master Plan,
updated November 2010 (2010 WRMP Update). However, the projected permanent potable
PPEC Project demand of 1.5 ac-ft/yr 1s 64.5 ac-[t/yr less than the potable demands included in
the 2010 WRMP Update.

Planned Imported Water Supplies from the Water Authority and MWD

The Water Authority and MWD 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 MWD update thelr demand forecasts and supply needs buased on the
most recent SANDAG forecast approximately every five years to coincide with preparation of
their Urban Water Management Plans (UWMP). Prior to the next forecast update. local
jurisdictions with land use authority may require water supply assessment and/or veritication
reports for proposed land devetopments that are not within the OWD, Water Authority, or
MWD jurisdictions {i.e. pending or proposed annexations) or that have revised tand use plans
with either lower or higher development intensities 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 previously
anticipated. The OWD, Water Authority, and MWD next demand forecast and supply
requirements andt 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
decistons.

The California Urban Water Management Planning Act (Act), which ts included in the
California Water Code, requires all urban water suppliers within the state to prepare an
UWMP and update it every five years. The purpose and importance of the UWMP has
evolved since it was [irst required 25 years ago. State agencies and the public frequently use
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the document to determine if agencies are planning adequately to reliably meet future
demands. As such, UWMPs serve as an important element in documenting supply
availability for the purpose of compliance with state laws, Senate Bill 610, linking water
supply sufficiency to large land-use development approval. Agencies must also have a
UWMP prepared, pursuant to the Act, in order to be eligible for state funding and drought
assistance.

MWD's 2010 IRP long term water plan offers a strategy to protect the region from future
supply shortages, with an emphasis on water-use efficiency through conservation and local
supply development. The 2010 IRP includes a planning buffer supply intended to mitigate
against the risks associated with implementation of focal and imported supply programs and
for the risk that future demands could be higher than projected. The planning buffer identifies
an additional increment of water that could potentially be developed when needed or if other
supplies are not fully implemented as planned. As part of implementation of the planning
bufter, MWD periodically evaluates supply development, supply conditions, and projected
demands 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 water supplies to meet long-term future demaads.

Water supply agencies throughout Californta continue (o Face climate, 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. Chalienges such as these essentially always will be present.
The regional water supply agencies, the Water Authority and MWD, along with OWD
nevertheless fully intend to have sulficient, reliable supplics to serve demands.

In Section ES-5 of their 2010 RUWMP, MWD states that MWD has supply capacities that
would be sutficient to meet expected demands from 2015 through 2035, MWD has plans for
supply tmplementation and continued development of a diversified resource mix including
programs in the Colorado River Aqueduct, State Water Project, Central Valley Transfers,
local resource projects, and in-region storage that cnables the region to meet its water supply
needs. MWD's 2010 RUWMP 1dentifies potential reserve supplies in the supply capability
analysis {Tables 2-9, 2-10, and 2-11}, which could be available to meet the unanticipated
demands such as those related to the PPEC Project.

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

As part of preparation of a written water supply assessment repott, an agency’s shortage
contingency analysis should be considered in determining sufficiency of supply. Section ||
of the Water Authority’s 2010 UWMP contains a detatled 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

o
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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,
adopted 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 MWD
due to prolonged drought or other supply shorttall conditions. The actions wiil help the
region avoid or minimize the impacts of shortages and ensure an equitable allocation of
supplies.

Otay Water District Water Supply Development Program

[n evaluating the availability of sufficient water supply, the PPEC, LLC will be required to
pasticipate in the water supply development program being implemented by the OWD. This
1s intended to be achieved through financial participation in several local and/or regional
water supply developmeat projects envisioned by the OWD. These water supply projects are
in addition to those identified as sustainable supplies in the current Water Authority and
MWD UWMP, IRP, Master Plans, and other planning documents. These new water supply
projects are in tesponse to the regional water supply issues. These new additional water
supply projects are not currently developed and are tn various stages of the planning process.
Imported water supplies along with the OWD water supply development projects supplies are
planned to be developed and are intended to increase water supplies to serve the PPEC Project
waler supply needs and that of other similar situated developmeat projects. The OWD water
supply development program includes but is not limited to projects such as the Middle
Sweeiwater River Basin Groundwater Well project, the North District Recveled Water Supply
Concept, the Rosarito Ocean Desalination Facility project, and the Rancho del Rey
Groundwater Well project. The Water Authority and MWD's next forecasts and supply
planning documents would capture any increase in water supplies resulting from any new
water resources developed by the OWD.

Findings

This WSA Repott for the PPEC Project has been prepared by the OWD in consultation with
Atkins North America, Inc., the Water Authority, and the California Energy Commission
{CEC) pursuant to Public Resources Code Section 21151.9 and California Water Code
Sections 10631, 10656, 10657, 10910, 10911, 10912, and 10915 referred to as Senate Bill
(SB) 610. SB 610 amended state law, effective January 1, 2002, 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)
enviroamental documentation and approval process of certain proposed projects. The CEC
requested that OWD prepare a water supply assessment as per the requirements of SB 610,
The requirements of SB 610 are being addressed by this WSA Report
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The PPEC Project development concept exceeds the thresholds contained in the legistation
cnacted by SB 610 and therefore requires preparation of a WSA report. The PPEC Project is
censidered as an industrial development and is not a residential subdivision project of moze
than 500 units and hence it 1s not subject to the requirements of Senate Bill 221 for
preparation of @ Water Supply Verification Report.

The WSA Report identities and describes the processes by which water demand projections
for the proposed PPEC 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 MWD, Water supplies necessary to serve the demands
of the proposed PPEC 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 PPEC
Project WSA Report and will be included in the future water supply planning documents of
the Water Authortty and MWD.

This WSA Report includes, among other information, an ideniification of existing water
supply eatitlements, water rights, water service contracts, water supply projects, or
agreements relevant to the identified water supply needs for the proposed PPEC Project. This
WSA 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 maltiple dry years to meet the projected demand of the proposed PPEC Project and
the existing and other planned development projects to be served by the OWD,

Accordingly, after approval ol a WSA Report for the PPEC Project by the Otay Water District
Board of Directors (Board), the WSA Report may be used to comply with the requirements of
the legislation enacted by Senate Bill 610 as follows:

Senate Bill 610 Water Supply Assessment: The Otay Water District Board approved
PPEC Project WSA Report may be tncorporated into the Catifernia Environmental
Quality Act (CEQA) compliance process fot the PPEC Project as a water supply
assessiment repoct consistent with the requirements of the legislation enacted by SB
610. The CEC, as lead agency under CEQA for the PPEC Project EIR, may ciie the
approved WSA Report as evidence that a sufficient water supply is planned for and is
intended to be made available to serve the PPEC Project.

Section 1 - Purpose

Pio Pico Energy Center, LL.C submitted an Application for Certification (AFC) to the
California Energy Commission (CEC) seeking permission to construct and operate a power
generation facility, the Pio Pico Energy Center (PPEC) Project, adjacent to the existing Otay
Mesa Generating Project. The CEC reguested that the Otay Water District (OWD) prepare a

N
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Water Supply Assessment (WSA) Report for the PPEC Project. The PPEC Project
description is provided in Section 3 of this WSA Report.

This WSA Report for the PPEC Project has been prepared by the OWD in consultation with
Atkins North America, Inc., the San Diezo County Water Authority {Water Authority), and
the CEC pursuant to Public Resources Code Section 21151.9 and California Water Code
Sections 10631, 10656, 10910, 10911, 10912, and {0915 referred to as Senate Bill (SB) 610.
SB 610 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 preparc a water
supply assessment to be included in the California Environmental Quality Act (CEQA)
environmental documentation and approval process of certain proposed projects. The
requirernents of SB 610 are being addressed by this WSA Report.

The PPEC Project is designed to use recycled water as its prunary source of cooling and
process water. The PPEC Project wilt use recycled water, if available, during construction
and operational periods. Since recycled water is currently not available at the Project site and
the Otay Mesa area in general, the PPEC Project will rely on and use currently available
potable water provided OWD. The PPEC Project’s interim potable water demands exceed the
thresholds contained in the legislation enacted by SB 610 and therefore reguires preparation
of a WSA report. The PPEC Project is considered as an industrial development and 18 not a
residential subdivision project of more than 500 units and hence it is not subject to the
requirements of Senate Bill 221 for preparation of a Water Supply Verification Report.

This WSA Report evaluates water supplics that are planned to be available during normal,
single dry vear. and multiple dry water years during a 20-vear planning horizon to meet
existing demands. expected demands of the PPEC Project, and reasonably foresecable
planned future water demands to be served by OWD, The Otay Water District Board of
Directors approved WSA Report is planned to be used by the CEC in its evaluation of the
PPEC Project under the CEQA approval process procedurcs.

Section 2 - Findings

Pio Pico Energy Center, LLC submitted an Application for Certification (AFC) to the
California Energy Commission {(CEC) seeking permission to construct and operate a power
generation facility, the Pio Pico Energy Center (PPEC) Project, adjacent to the existing Otay
Mesa Generating Project. The OWD prepared this WSA Report at the request of the CEC for
the PPEC Project.

The PPEC Project is located within the jurisdictions of the OWD, the Water Authority, and
the Metropolitan Water District of Southern California (MWD). To obtain permanent
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imported water supply service, land areas are required to be within the jurisdictions of the
OWD, Water Authority, and MWD to utilize imported water supply.

The PPEC Project is designed to use recycled water as its primary source of coeling and
process water. The PPEC Project will use recyeled water, if available, during the construction
and operational periods. Since recycled water is currently not available at the Project site and
in Otay Mesa, the PPEC Project will rely on and use currently available potable water
provided by OWD.

The PPEC Project proposes to use recycled water service once available at the Project site.
The recycled water demand for the proposed PPEC Project includes 378 ac-ft/yr for plant
operation and 1.2 ac-{t/yr for irrigation, for a total of 379 ac-1t/yr.

The PPEC Project calculated that the interim potable demand for plant operation is expected
{0 be approximately 369 acre feet per year (ac-[t/yr), due to higher plant efficiency using
potable water. Approximately 1.5 ac-tt/yr of potable demand will serve the PPEC Project
administration building and will not convert to recycled water. The total interim potable
demand, including 1.2 ac-it/yr of irrigation, of 372 ac-ft/yr is 306 ac-ft/yr higher than the
projected potable demand estimate for the PPEC Project site in the Otay Water District’s 2008
Water Resources Master Plan, updated November 2010 (2010 WRMP Update). However, the
projected permanent potable PPEC Project demand is 1.5 ac-{t/yr. This is 64.5 ac-{t/yr less
than the projected potable demand included in the 2010 WRMP Update for the PPEC Project
site.

In evaluating the availability of suffictent water supply, the PPEC project proponents are
required to participate in the development of alternative water supply project(sy. This can be
achieved through payment of the New Water Supply Fee adopted by the Otay Water District
Board in May 2010, These water supply projects are in addition to those identified as
sustainabic supplies in the current Water Authority and MWD UWMP, [RP. Master Plans,
and other planning documents. These new water supply projects are in response o the
regional water supply issues related to the Sacramento-San Joaguin Delta and the current
ongoing westera states drought conditions. These new additional water supply projects are
not currently developed and are in vartous stages of the planning process. A few examples of
these alternative water supply projects include the Middle Sweetwater River Basin
Groundwater Well project, the Middle Sweetwater River Basin Groundwater Well project, the
OWD Desalination project, and the Rancho del Rey Groundwater Well project. The Water
Authority and MWD next forecast and supply planning documents would capture any
increase in water supplies resulting from verifiable new water resources developed by the
OWD.

The Water Authority and MWD 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 tor
land use planning, demographics, and economic projections. SANDAG serves as the
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regional, intergovernmental planning agency that develops and provides forecast information.
The Water Authority and MWD 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 OWD, Water Authority, or MWD jurisdictions (i.e. pending or
proposed annexations) or that have revised land use plans with lower or higher land use
intensities than reflected in the existing growth torecasts. 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 OWD, the Water Authority, and MWD 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.

This process is utifized by the Water Authority and MWD to document the water supplies
necessary to serve the demands of any proposed development project, along with existing and
other projected future users, as well as the actions necessary to develop any required water
supplies. Through this process the necessary demand and supply information is thus assured
to be identitied and incorporated within the water supply planning documents ol the Water
Authority and MWD,

This WEA Report includes, among other information, an identilication of existing water
supply entitlements, water rights, water service contracts, proposed water supply projects, and
agreements relevant to the identified water supply needs for the proposed PPEC Project. This
WSA Report incorporates by reference the current Urban Water Management Plans and other
water resources planning documents of the OWD, the Water Authority, and MWD, The
OWD prepared this WSA Report to assess and document that suftficient water supplies are
planned for and are intended to be acquired to meet projected water demands of the PPEC
Project as well as existing and other reasonably foreseeable planned development projects
within the OWD for a 20-year planning horizon. in normal supply vears and in single dry and
muliiple dry years.

The Otay Water District 2010 UWMP included a water conservation component to comply
with Senate Bill 7 of the Seventh Extraordinary Session (SBX 7-7), which became effective
February 3. 2010, This new law was the water conservation component to the Delta
legislation package. and seeks to achieve a 20 percent statewide reduction in urban per capita
water use in California by December 31, 2020, Specifically, SBX 7-7 from this Extraordinary
Session requires each urban retail water supplier to develop urban water use targets to help
meet the 20 percent reduction goal by 2020 (20x2020), and an interim water reduction target
by 2015.

OWD has adopted Method 1 to set its 20135 1aterim and 2020 water use targets. Method |
requires setting the 2020 water use target 1o 30 percent of haseline per capita water use target
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as provided in the State’s Draft 20x2020 Water Conservation Plan. The OWD 2015 target is
7] gped and the 2020 gped target at 80 percent of baseline 1s 152 gped.

The OWD’s recent per capita water use has been declining to the point where current water
use already meets the 2020 target for Method 1. This recent decline in per capita water use is
targely due to drought water use restrictions, increased water costs, and economic condilions.
However, OWD's effective water use awareness campaign and enhanced conservaiion
mcntality of its customers will likely result in some long-term carryover of these reduced
consumption rates.

Based on a normal water supply year, the five-year increments for a 20-year projection
indicate projected potable and recycled water supply is being planned for and is intended to be
acquired to meet the estimated water demand targets of the OWD (44,883 acre-feet (ac-ft) in
2015 to 56.614 ac-ft in 2035 per the Otay Water District 2010 UWMP). Based on dry year
forecasts, the estimated water supply is also being planned for and is intended to be acquired
to meet the projected water demand, during single dry and muitiple dry year scenarios. On
average, the dryv-year demands are about 6.4 percent higher than the normal year demands.
The OWD recycled water supply is assumed to be drought-proof and not subject to reduction
during dry periods.

Together. these findings assess, demonsirate, and document that sufficient water supplies are
planned for and are intended to be acquired, as well as the actions necessary and status o
develop these supplies are and will be further decumented, to serve the proposced PPEC
Project and the existing and other reasonably foreseeable planned development projects
within the OWD in both normal and single and multiple dry year forecasts for a 20-year
planning horizon.

Section 3 - Project Description

The PPEC Project is focated at the southeast corner of the intersection of Alta Road and
Calzada de la Fuente. Refer to Appendix A for a vicinity map of the proposed PPEC Project.
The project is proposed to be located on 9.9% acres within the East Otay Mesa community
planning area of the County of San Diego {County). Although the proposed development is
located within the municipal boundaries of the County and subject to the County’s land use
Jurisdiction, the OWD is the potable and recycled water purveyor. The PPEC Project is within
the jurisdictions of the OWD, the Water Authority, and Metropolitan Water District of
Southern California (MWD),

The PPEC is a 300-megawatt (MW) natural gas-fired simple-cycle generating facility. The

generating facility will utilize three General Electric (GE) LMS 100 natural gas-fired
combustion turbine generators (CTGs). The Project will interconnect to an existing subslation

9
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that serves two existing 230-kilovolt (kV) transmission lines. This substation is located
approximately 1,700 feet from the PPEC Project.

The PPEC Project proposes to have a maximum annual capacity factor ol approximately 46
percent or a maximum of 4,000 hours per vear. Pio Pico Energy Center, LLC has negotiated a
power purchase agreemeat (PPA)} with San Diego Gas & Electric (SDG&E) which is
designed to directly satisfy the San Diego County area demand for peaking and load-shaping
generation, near and fong-term.

The CEC 1s the lead agency for licensing thermal power plants 50 megawatts and larger under
the California Environmental Quality Act (CEQA) and has a certified reguiatory program
under CEQA. Under its certified program, the Energy Commission is exempt from having to
prepare an environmental impact report. Its certified program, however, does require
environmental analysis of the project, including an analysis of alternatives and mitigation
measures to minimize any signilicant adverse effect the project may have on the environment.
The Otay Water District (OWD) prepared this Water Supply Assessment Report (WSA
Report) at the request of the CEC for the PPEC Project.

The County has discretionary authority on land use decisions for the PPEC Project and can
establish actions and/or permit approval requirements. The projected potable and recycled
water demands associated with the PPEC Project have considered the anticipated County
discretionary actions and/or permit approvals and are incorporated into and used in this WSA
Report. The water demands for the proposed PPEC Project are included in the projected
water demuand estimates provided in Section 3 — Historical and Projected Water Demands.

Section 4 — Otay Water District

The OWD is a municipal water district formed in 1936 pursuant to the Municipal Water
District Act ot 1911 (Water Code §% 71000 et seq.). The OWD joined the Water Authority as
amember 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 OWD currently meets all its potable demands with imported treated water from the Water
Authority. The Water Authority is the agency responsible for the supply of imported water
into San Diego County through its membership itn MWD, The Water Authority currently
obtains about half of its imported supply from MWD, but is in the process of further
diversifying its available supplies.

The OWD 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 arca, OWD also provides sewage collection and treatment services to a
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portion of its service area known as the Jamacha Basin. The OWD also owns and operates
the Ralph W. Chapman Water Reclamation Facility (RWCWRE) which has an eflective
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 8, 2007, an additional source of recycled water
supply of at least 6 mgd, or shout 6,720 ac-tt/yr, became available to OWD from the City of
San Diego’s South Bay Water Reclamation Plant (SBWRP).

The OWD jurisdictional area is generally located within the south central portion of San
Diego County and includes approximately 1235 square miles. The OWD serves portions of the
unincorporated communities of southern El Cajon, La Mesa. Ranche San Diego, Jamul,
Spring Valley, Bonita, and Otay Mesa, the castern portion of the City of Chula Vista and a
portion of the City of San Diego on Otay Mesa. The OWD jurisdiction boundaties 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 Irrigation District (Sweetwater
Authority) and the City of San Diego. The southern boundary of OWD s the international
border with Mcexico,

The planning area addressed in the Otay Water District 2010 WRMP Update and the Otay
Warer District 2010 UWMP inciudes both the tand within the jurisdictional boundary of the
OWD and those areas outside ot the present OWD boundaries considered to be in the Area of
[nftuence of the OWD. Figure | contained within the Otay Water District 2010 UWMP
shows the jurisdictional boundary of the OWD and the Area of Influence. The planning area
is approximately {43 square miles, of which approximately 1235 square miles arc within the
OWD current boundaries and approximately 18 square miles are in the Area of Influcnce.
The area east of OWD is rural and currently not within any water purveyor jurisdiction and
potentially could be served by the OWD in the tuture 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 OWD jurisdiction. Data on forecasts for land use
planning, demographics, economic projections. population, and the future rate of growth
within OWD 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 OWD
service area is expected to increase from the 2010 figure of approximately 198,616 o an
estimated 284,997 by 2035, 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 ol Chula Vista, and County of San Diego General Plans.

The OWD long-term historic growth rate has been approximately 4 percent. The growth rate
has significantly slowed due to the current economic conditions and it is expected to slow as
the inventory ol developable land is diminished.
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Climatic conditions within the OWD 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 approgimately
12.17 inches per year.

Historic climate data were obtained from the Western Regional Climate Center for Station
042706 (El Cajon). This station was sclected because its annual temperature variation is
representative of most of the OWD 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 OWD service area.

Urban Water Management Plan

In accordance with the California Urban Water Management Planning Act and recent
legislation, the Otay Water District Board of Divectors adopted an UWMP in June 2011 and
subsequently submitted the plan to the California Department of Water Resources (DWR),
The Otay Water District 2010 UWMP is currently being reviewed by DWR. As required by
law, the Otay Water District 2010 UWMP includes projected water supplies required to meet
future demands through 2035, In accordance with Water Code Section 10910 (¢)(2) and
Government Code Section 66473.7 (¢)(3), information from the Otay Water District 2010
UWMP along with supplemental information from the Otay Water District 2010 WRMP
Update have been utilized to prepare this WSA Report and ave incorporated herein by
reference.

The state Legislature passed Senate Bitl 7 as part of the Seventh Extraordinary Session (SBX
7-7) on November 10, 2009, which becamc cffective February 3, 2010, This new law was the
water conservation component to the Delta legislation package and seeks to achieve a 20
percent statewide reduction tn urban per capita water use in California by December 31, 2020,
Specilically, SBX 7-7 [rom this Extraordinary Session requires each urban retail waier
supplier to develop urban water use targets to help meet the 20 percent reduction goal by 2020
(20x2020), and an interim water reduction target by 2015.

The SBX 7-7 target setting process inciudes the following: (1) baseline daily per capita water
use; (2) urban water use target; {3) interim water use target; (4) compliance dally per capita
water use, including technical bases and supporting data for those determinations. [a order
for an agency to meet its 2020 water use target, each agency can increase its use of recycled
water to offset potable water use and also step up its water conservation measures. The
required water use targets for 2020 and an interim target for 20[3 are determined using one of
four target methods — each method has numerous methodologies. The 2020 urban water use
target may he updated in a suppliet’s 2015 UWMP.



Oty Water District
Water Supply Assessment Report
Pio Pico Energy Center

In 2015, urban retail water suppliers will be required to report interim compliance fotlowed by
actual compliance in 2020. Interim compliance ts halfway between the baseline water use and
2020 target. Baseline, target, and compliance-year water use estimates ate required to be
reported in gallons per capita per day (gped).

Failure to meet adopted targets will result in the ineligibility of a water supplier to receive
grants or loans administered by the State unless one (1) of two (2} exceptions is met.
Exception one (1) states a water supplier may be eligible f they have submitted a schedule,
financing plan, and budget to DWR for approval to achicve the per capita water use
reductions. Exception two (2) states a water supplier may be eligible if an entire water service
arca qualifies as a disadvantaged community.

OWD has adopted Method | to set its 2015 interim and 2020 water use targets. Method |
requires setting the 2020 water use target to 80 percent of baseline per capita water use target
as provided in the State’s Draft 20x2020 Water Conservation Plan. The OWI 2015 target is
{71 gped and the 2020 gped target at 80 percent of baseline is 152 gped.

The OWD’s recent per capita water use has been declining to the point where current water
use already mecets the 2020 target for Method [. This recent decline in per capita water use is
largely due to drought water use restrictions, increased water costs, and poor economic
conditions. However, OWD's etfective water use awareness campaign and enhanced
conservation mentatity of its customers will likely result in some long-term carryover ol these
reduced consumption rates beyond the current drought period.

Section 5 — Historical and Projected Water Demands

The projected demands for OWD are based on Specific or Sectional Planning Arcas, the Otay
Ranch General Development Plan/Sub-regional Plan. the East Otay Mesa Specitic Plan Area.
San Diego County Community Plans, and City of San Biego, City of Chula Vista, and County
of San Diego General Plans. This land use information is also used by SANDAG as the basis
tor its most recent forecast data, This land use information was utilized {or the preparation of
the Otay Water District 2010 WRMP Update and Otay Water District 2010 UWMP to
develop the forecasted demands and supply requirements.

[n 1994, the Water Authority selected the Institute for Water Resources-Municipal and
[ndustrial Needs (MAIN) computer moded to forecast municipal and industrial water use tor
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.



Otay Water District
Water Supply Assessment Report
Pio Pico Energy Center

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 2 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 reltability must be a component of San Diego
County’s regional growth management strategy reguired 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, on February 26, 2010, the
SANDAG Board of Directors accepted the Series 12: 2050 Regional Growth Forecast. The
2050 Regional Growth Forecast will be used by SANDAG as the foundation [or the next
Regional Comprehensive Plan update. SANDAG forecasts were used by local governments
for planning, including the Water Authority 2010 UWMP.

The municipal and industrial forecast also included an updated accounting of projected
conservation savings based on projected regional implementation of the California Urban
Water Conscrvation Council (CUWCC) Best Management Practices and SANDAG
demographic information for the period 2010 through 2035, 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 Authoritly service area. This model estimates
agricultural demand to be met by the Water Authority’s member agencies based on
agricuttural 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 frrigation Management Information
System data.

The Water Authority and MWD 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 OWD existing and future water users. Existing land
use plans, any revisions to land use plans, and annexattons are captured in the SANDAG
updated forecasts. The Water Authority and MW D update their demand forecasts based on
the SANDAG most recent forecast approximately every live years (o 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 OWD, Water Authority, and MWD or that have revised land
use plans than originally anticipated. The Water Authority and MWD's next forecasts and
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supply planning documents would then capture any increase or decrease in demands caused
by annexations or revised land use plans.

The state of Caltfornia Business and Professions Code Section 11010 and Government Code
Sections 65867.5, 664553, and 66473.7, are referred to as SB 221, reguires affirmative
written verification from the water purveyor of the public water system that sufficient water
supplies are to be available [or certain residential subdivisions of property prior to approval of
a tentative map. SB 221 compliance does not apply to the PPEC Project, as it is an industrial
project and not a residential subdivision,

In evaluating the availability of sutficient water supply, the PPEC project proponents are
required to participate in the development of alternative water supply project(s). This can be
achieved through payment of the New Water Supply Fee adepted by the OWD Board in May
2010, These water supply projects are in addition to those identified as sustainable supplies in
the current Water Authority and MWD UWMP, [RP, Master Plans, and other planning
documents. These new waler supply projects are in response to the regional water supply
issues related to the Sacramento-San Joaquin Delia 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. A few examples of these alternative water
supply projects include the Middle Sweetwater River Basin Groundwater Well project. the
OWD Desalination project, and the Rancho del Rey Groundwater Well project. The Water
Authority and MWD next forecast and supply planaing documents would capture any
increase in water supplies resulting from verifiable new water resources developed by the
OWD.

In addition. MWDs 2010 Regional Urban Water Management Plan identified potential
reserve supplies in the supply capability analysis (Tables 2-9, 2-10, and 2-11), which could be
available to meet any unanticipated demands. The Water Authority and MWD's next
lorecasts and supply planning documents would caplure any increase in necessary supply
resources resulting from any new water supply resources,

Demand Methodology

The OWD water demand projection methodology in the 2010 WRMP Update 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 OWD. This is called the water duty method,
and the water duty is the amount of water used in gallons per day 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, ete. where specific water demands are established.,

.._.
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To determine water duties for the various types ol land use, the entire water meter database of
the OWD is utilized and sorted by the appropriate land use types. The metered consumption
records are then examined lor 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 industrial land uses are estimated using 1,785 and 893 gallons per
day per acre (gpd/acre) respectively. Residential water demand is established based on the same data
but computed on a per-dwelling unit basis. The locus is to ensure that for each of the residential land
use categories {very fow, low, medium, and high densities), the demand criteria used is
adequately represented based upon actual data. This mcthod is used because residential land
uses constitute a substantial percentage of the total developable planning area of the OWD.

Giiven the unusual nature of the PPEC Project, the development of reasonable and supportable
estimates of water demand in this instance merits a customized approach. After caretully
considering the proposed design and function of the facility, water use for the PPEC Project is
evaluated based on plant operation patterns and efficiency.

The 2010 WRMP Update calculates potable water demand by taking the gross acreage of a
site and applying a potable water reductton factor (PWRF), which is intended (o represent the
percentage of acreage to be served by potable water and that not served by recycled walter for
irrigation. For industrial tand use, as an example, the PWRF is 0.95 (Le., 95% of the site 1
assumed to be served by potable water, 5% of the site is assumed to be irrigated with recycled
water). The potable net acreage is then multiplied by the unit demand factor corresponding to
its respective land use. This approach is used in the 2010 WRMP Update for all the land use
types except residential development where a demand per dwelling unit is applied. In
addition, commercial and incustrial water use categories are further subdivided by type
including separate categories for gollf courses, schools, jails, prisons, hospitals, etc. where
specific water demands are allocated.

Otay Water District Projected Demand

By applying the established water duties to the proposed land uses, the projected water
demand for the entirte OWD 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 OWD.

The historical and projected potable water demands for OWD are shown in Takle .
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Table
Historical and Projected Potable Water Fiscal Year Demands (acre-feet)

Water Use Seetors 2005 2610 2015 2020 2025 2035 2035

Sinele Family 20233 | 17,065 | 23633 | 28312 | 33600 | 37210 | 40,635

Mulii-Family 3095 | 3605 | 3444 | 4126 | 4897 | 5423 | 5922
Commercial & 1657 | 2.243 1844 | 2200 | 2622 | 2904 | 3171
Institutional & 2262 1867 | 2318 | 3017 | 3580 | 3965 | 4330

Landscape 6458 | 3732 | 10,134 | J2.040 | 14408 | 15957 | 17.425
Other 2426 584 2700 | 3235 | 3839 | 4232 | 4643
547 23 608 729 865 958 1046

Unaccounted for
Totals | 37:668 29,270 44,883 53,768 63,811 70,669 77,471
Source: Otay Water District 2000 UWMP.

The historical and projected recyeled water demands for OWD are shown in Table 2.

Table 2
Historical and Projected Recycled Water Fiscal Year Demands (acre-feet)

Water Use Sector 2005 20106 2015 2020 2025 2030 2035

Landscape 4000 | 4000 | 4400 | 3.000 | 5800 | 6800 | 5.000

Totals [ 4.090 | 4,000 | 4400 | 5000 | 3,800 | o800 | 8.000

Source: Otay Water District 2010 UWMP, Table (0.

PPEC Project Projected Water Demand

The PPEC Project’s design consultant, Kiewit Power, Inc. (Kiewit), prepared waler use
calculations tor the PPEC Project under average. average high, summer high, peak hour, and
peak average conditions bascd on recycled water quality data. The recyeled water demands
are presented in gallon per minute (gpm) rates as well as gatlons per day (gpd) and acre-feet
per year (ac-{t/yr). The PPEC Project is able to operate more efficiently using potable water
and Kiewit calculated that the interim potable plant demand would be 378 ac-It/yr. Projected
potable water annual average demands lor the PPEC Project. including administration
building use and irrigation, are presented in Table 3.
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Table 3. PPEC Facility Project Projected Potable Water Annual Average Demands

Demands Units i‘;:::&gj
Water Required by Plant ac-ifyr 360
Administration Building ac-1t/yr 1.5
frrigation (5% ol acreage) ac-i/yr 1.2
Total ac-{ifyr 372

The PPEC Project is designed to use recycled water as its primary source of coeoling and
process water. The PPEC Project will use recycled water, if available, during construction
and operational periods. Since recycled water is currently not available at the Project site and
in Otay Mesa, the PPEC Project will rely on and use currently available potable water
provided by OWD. The interim potable demand for the PPEC Project is expected to average
approximately 372 ac-ft/yr, as shown in Table 3.

The Otay Water District 2010 WRMP Update and 2010 Urban Water Management Ptan
(UWMP) anticipated that the tand area to be utilized for the PPEC Project would use both
potable and recycled water, but also identified the PPEC Project as a potential future user of

recycled water.

Table d
PPEC Project Projected Recycled Water Average Demands
. Average Summer Peak Average
Demands Units Average High High Hour Annual
o 4352 44 3 535 13
Water Reguired by Plant S & et 264 638 &l
anh 27,120 29820 33,840 39,480 30807
hours 1100 1.600 FOO0 300 4.000°
. . gallons | 29.832.000 | 47.712.000 | 33.840,000 | 11.844,000 | 123228000
Annual Operation =
ac-fi/yr 92 46 104 36 378
gpd 337.611
Trrigation (5% of acreage) ac-te/ve 12
Total ac-ft/yr 379

* Permitted maximum bours of annual operation.

The water demands presented in Table 4 represent temperature-dependent operational periods
throughout the year. The “average annual” demand represents the water demaads for the

PPEC Project over the course of the year, where the PPEC Project operates for a maximum of
4,000 hours annually. A detailed water balance sheet is included in Appendix C.
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The PPEC Project proposes to convert to recycled water service once available at the site.
The recycled water demand for the proposed PPEC Project, including irrigation, is 379 ac-
ft/yr.

The Otay Water District 2010 WRMP Update projected a potable water demand for the
project site based on currently approved land uses. Using the OWD unit demand factors, the
2010 WRMP Update potable demand for the PPEC Project site 9.99 acre patcel is expected to
be 59,338 gpd or about 66 ac-[/yr. This is 317,429 gpd or 306 ac-ft/yr higher than the
potable demand estimate in the Otay Water District 2010 WRMP Update as summarized in
Table 5. However, the projected permanent potable PPEC Project demand, which assuines
that PPEC will ultimately rely on recycled water for process needs, 1s 1.5 ac-ft/yr. This annual
volume is 64.5 ac-[t/yr less than the potable demands included 1n the 2010 WRMP Update.

Table 5
PPEC Project Projected Potable Water Demand/Supply Comparison

Water Demand/Supply

- . - Demand/Supply Pfojﬁct?‘m S Gallons | Acre Feet
S _opiperday | peryear
PPEC Project Projection 376,767 372
Otay Water District 2010 WRMP Update
Projection 59,338 66
Difference 317,429 306

5.1 Demand Management (Water Conservation)

Demand management. or water conservation is a critical part of the Otay Water District 2010
UWMP and its long-term strategy tor meeting water supply needs of the OWD customers.
Water conservation, is frequently the lowest cost resource avaitable to any water agency. The
goals of the OWD water conservation programs are {o:

» Reduce the demand [or more expensive, imported water.
s Demonstrate continued commitment to the Best Management Practices (BMP).
» Ensure a reliable water supply.

The OWD 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 s
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vital to the optimal utilization of a region’s water supply resources. The OWD participates in
many water conservation programs designed and typically operated on a shared cost
participation program basis among the Water Authority, MWD, and their member agencies.
The demands shown in Tables | and 2 take into account implementation ot water
conservation measures within OWD,

As one of the first signatories to the MOU Regarding Urban Water Conservation in
California, the OWD has made BMP implementation for water conservation the cornerstone
of its conservation programs and a key element in its waler resource management strategy.
As a member of the Water Authority, OWD also benefits from regional programs performed
on behalf of its member agencies. The BMP programs implemented by OWD and regional
BMP programs implemented by the Water Authority that benefit all their member agencies
are addressed in the Gray Water District 2010 UWMP. [n partacrship with the Water
Authority, the County of San Diego, City of San Diego, City of Chula Vista, and developers,
the OWD water conservation eftorts 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 arca, including the OWD.

Addittonal conservation or water use efficiency measures or programs practiced by the OWD
include the following:

Supervisory Control and Data Acquisition System

The OWD implemented and has operated for many vears a Supervisory Control and Data
Acquisition (SCADA) system to control, monttor, and collect data regarding the operation of
the water system. The major facilities that have SCADA capabilities are the water {low
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 o off pumping units, ete. The SCADA system aids in the prevention of water
reservoir overtlow events and increases energy efficiency.

Water Conservation Ordinance

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
Water District 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:

{. A general water supply shortage due to increased demand or lumited supplies.
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Distribution or storage facilities of the Water Authority or other agencies become
inadequate.

3. A major failure of the supply, storage, and distribution facilitics of MWD, Water
Authority, and/or OWD,

The OWD water conservation ordinance [inds and determines that the conditions prevailing in
the San Diego County area require that the available water resources be put 1o 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 usc thereof in the
interests of the people of the OWD and lor the public welfare.

OWD continues to promote watcs conservation at a variety of events, including those
involving developers in its service area. In addition, OWD developed and manages a number
of its own programs such as the Cash for WaterSmart Plants retrofit program, the Water
Smart [rrigation Upgrade Program, and the Commercial Process Improvement Program.

OWD is currently engaged in a number of conservation and water use efficiency activities
Listed below are the current programs that are either on-going or were recently concluded:

»  Residential Water Surveys: 1.349 completed since 1994

o Large Landscape Surveys: 194 completed since [990

= (Cash for Water Smart Plants Landscape Retrofit Program: over 217,600 square feel of
turt grass replaced with water wise plants since 2003

@ Rotating Nozzles Rebated: 3,170

¢ Residential Weather-Based Irrigation Controller (WBIC) Incentive Program: 231
distributed or rebated since 2004

e Residential High Efficiency Clothes Washers: 7,187 rebates since 1994

e Residential ULFT/HET Rebate Program: 22,376 rebates provided between 19912010

s Outreach Eftocts to OWD Customers - the OWD promotes its conservation programs
through staffing outreach events, bill inserts, articles in the OWD’'s quarterly customer
Pipeline newsletter, direct mailings to OWD customers, the OWD’s webpage and
through the Water Authority’s marketing eftforts.

»  School Education Programs- the OWD funds schooi tours of the Water Conservation
Garden, co-funds Splash Labs, provides classroom water themed kits, maintains a
library of school age appropriate water themed books, DV Ds, and videos, and runs
both a school poster contest and a water themed photo contest.

s Water efficiency in new construction through Cal Green and the Model Water
Etficicnt Landscape Ordinance

s Focus on Commercial/Institutional/Industrial through Promoting MWD's Save a Buck
(Commercial) Program in conjunction with the OWD’s own Commercial Process
Improvement Program
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As a signatory to the MOU Regarding Urban Water Conservation in California, the OWD is
required to submit biannual reports that detail the implementation of current water
conservatton practices. The OWD voluntarily agreed to implement the fourteen water
conservation Best Management Practices beginning in 1992, The OWD submils its report to
the CUWCC every two years. The OWD BMP Reports for 2005 to 2010, as well as the BMP
Coverage Report for 1999-2010, are included in the Otay Water District 2010 UWMP.

Section 6 - Existing and Projected Supplies

The OWD currently does not have an independent raw or potable water supply source. The
OWD is a member public agency of the Water Authority. The Water Authority 1s a member
public agency of MWD, The statutory retationships between the Water Authority and its
member agencies, and MWD and its member agencies, respectively, establish the scope of the
OWD entitlement to water from these two agencies,

The Water Authority through two delivery pipelines, referred to as Pipeline No. 4 and the
Helix Flume Pipeline, currently supply the OWD with 100 percent of its potable water. The
Water Authority in turn, currently purchases the majority of its water from MWD, Due to the
OWD reliance on these two agencies, this WSA Report includes referenced documents that
contain information on the existing and projected supplies, supply programs, and related
projects of the Water Authority and MWD, The OWD, Water Authority, and MWD are
actively pursuing programs and projects to turther diversify their water supply resources.

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

6.1 Mletropolitan Water District of Southern California 2010 Regional
Urban Water Management Plan

In November 2010, MWD adopted its 2010 Regional Urban Water Management Plan
(RUWMP). The 2010 RUWMP provides MWD's member agencies, retail water utilities,
cities. and counties within its service area with, umong other things, a detailed evaluation of
the supplies necessary to meet future demands, and an evaluation of reasonable and practical
cfficient water uses, recycling, and conservation activities. During the preparation of the
2010 RUWMP, MWD also utilized the previous SANDAG regional growth forecast in
calculating regional water demands for the Water Authority service area.



Otay Water District
Weter Supply Assessment Report
Pio Pico Energy Center

6.1.1  Availability of Sufficient Supplies and Plans for Acquiring
Additional Supplies

MWD is a wholesale supplier of water to its member public agencies and obtains its supplies
trom 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
2010 RUWMP documents the availability of these existing supplies and additional supplies
necessary to meet [uture demands.

MWD’s Integrated Resources Plan (IRP) identilies a mix of resources (imported and local)
that, when implemented, will provide 100 perceat 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 transters. The 2010
update to the IRP (2010 IRP Update) inciudes a planning buffer supply intended to mitigate
against the risks associated with tmplementation of local and imported supply programs and
for the risk that future demands could be higher than projected. The planning buffer identifies
an additional increment of water that could potentially be developed when needed and if other
supplies arte not fully implemented as planned. As part of implementation of the planning
bufter, MWD periodically evaluates supply development, supply conditions, and projected
demands 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 water supplies to meet future demands.

In November 2010, MWD adopted its 2010 RUWMP in accordance with state law. The
resource largets included in the preceding 2010 IRP Update serve as the foundation for the
planning assumptions used in the 2010 RUWMP. MWD’s 2010 RUWMP contains a water
supply reliability assessment that includes a detailed evaluation of the supplies necessary o
meet demands over a 23-year period in average, single dry year, and multiple dry ycar
periods. As part of this process, MWD also uses the current SANDAG regional growth
forecast in calculating regional water demands for the Water Authority’s service area.

As stated in MWD's 2010 RUWMP, the plan may be used as a source document [or meeting
the requirements of SB 610 and SB 221 until the next scheduled update is completed in 2015.
The 2010 RUWMP includes a “Justifications for Supply Projections™ in Appendix A.3, that
provides detailed documentation of the planning, legal, financial, and reguiatory basis for
(ncluding each source of supply in the plan. A copy of MWD’s 2010 RUWMP can be found
on the internet at the following site address:

o ww . mowdhZo.com/mwdh2o/pages/yourwaler/RUWMP/ELPWMP 2010 ndl

The UWMPs tor both MWD and the Water Authority will include the increase in demand
projections included in SANDAG s Series 12 Update and from the projections from Otay
Water District 2010 WRMP Update.

Qe
[8}
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Water supply agencies throughout California continue to face climate, environmental, legal,
and other challenges that impact waler source supply conditions, such as the court rulings
regarding the Sacramento-San Joaquin Deita and the current western states drought
conditions. Challenges such as these essentially always will be present. The regional water
supply agencies, the Waler Authority and MWD, along with OWD nevertheless fully intend
to have sufficient, reliable supplies to serve demands.

6.1.2 MWD Capital Investment Plan

MWD prepares a Capital Investment Plan as part of its annual budget approval process. The
cost, purpose, justification, status, progress, etc. of MWD'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.

MWD’s Capital Investment Plan includes a series of projects ideatified from MWD studies of
projected water needs, which, when considered along with operational demands on aging
facilities and new water guality regulations, identify the capital projects needed to maintain
infrastructure reliability and water quality standards, tmprove efticiency, 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 MWD’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 receat actions pertaining to development of these supplies includes:

s [n accordance with the Urban Water Management Planning Acl. the Water Authority
adopted thetr 2010 UWMP in June 2011, The updated Water Authority 2010 UWMP
identifies a diverse mix of local and imported water supplies to meet uture demands. A
copy of the updated Water Authority 2005 UWMP can be found on the internat at

bipy/www sdewaorg/2010-arban-waler-mansgcment-plan

e As part of the October 2003 Quantification Settlement Agreement {QSA), the Water
Authority was assigned MWD’s rights to 77,700 ac-{t/yr of conserved water trom the
All-American Canal (AAC) and Coachella Canal (CC) lining projects. Deliveries of
this conserved water from the CC reached the region in 2007 and deliveries from the
AAC reached the region in 2010. Expected supplies from the canal lining projects are
considered verifiable Water Authority supplies.
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s Deliveries of conserved agricultural water from the Imperial Irrigation District (IID) 1o
San Diego County have increased annually since 2003, with 70,000 ac-it of deliveries in
Fiscal Year (FY) 2010. The quantities will increase annually to 200,000 ac-ft/yr by
2021, then remain fixed for the duration of the transfer agreement.

Through implementation of the Water Authority and member agency planned supply projects,
along with reliable imported water supplies from MWD, the region anticipates having
adequate supplies to meet existing and [uture 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 MWD, conserved water from
the AAC and CC lining projects, and an increasing amount of conserved agricultural water
from 1D, Of the twenty-seven member agencies that purchase water supplies from MWD,
the Water Authority is MWD's largest customer.

Section 135 of MWD’s Act defines the preterential right to water for each of its member
agencies. As calculated by MWD, the Water Authority’s preferential right as of June 30,
2010 15 17.47 percent of MWD's supply, while the Water Authority accounted for
approximately 21 pereent of MWD's water sales. Under preferential rights, MWD could
allocate water without regard to historic water purchases or dependence on MWD, The Water
Authority and its member agencies are taking measures to reduce dependence on MWD
through development of additional supplies and a water supply portfolio that would not be
jeopardized by a preferential rights allocation. MWD has stated, consistent with Section <202
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 necds in the years ahead.
When and as additional water resources are required to meet increasing needs, MWD stated it
will be prepared to deliver such supplies. In Section ES-5 of their 2010 RUWMP, MWD
states that MWD has supply capacities that would be suflicient to meet expected demands
from 20105 through 2035, MWD has plans for supply implementation and continued
development of a diversified resource mix including programs in the Colorado River
Aqueduct, State Water Project, Central Valley Transfers, local resource projects, and in-
region storage that enables the region to meet its water supply needs.

2]
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The Water Authority has made large investments in MWD's facitities and will continue to
include imported supplies from MWD in the future resource mix. As discussed in the Water
Authority’s 2010 UWMP, the Water Authority and its member agencies are planning to
diversify the San Diego regions supply portfolio and reduce purchases from MWD.

As part of the Water Authority’s diversification elforts, the Water Authority is now taking
delivery of conserved agricultural water from 1D and water saved from the AAC and CC
lining projects. The CC lining project is complete and the Water Authority has essentially
completed construction of the AAC lining project. Table 6 summarizes the Water Authorily’s
supply sources with detailed information included in the sections to follow, Deliveries from
MWD are aiso 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 2010 UWMP.

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

Water Supply Sources 2015 2020 2625 2030 2035
Water Authority Supplies
MWD Supplies | 358 189 230,601 259.604 293,239 323.838
Water Authority/HD Transfer | 100,000 190,000 200,000 200.000 200000
AAC and CC Lining Projects | gn 240 80.200 80,200 80.200 801200
Proposed Regional Scawater
Desalination 0 36.000 56.000 36.000 56.000
Member Agency Supplies
Surface Water 48,200 47,940 47 878 47,542 47,289
Water Recveling 38,660 43,7728 16,603 18,278 49,998
Groundwater | 11710 (1100 (2,100 12.840 12,840
Groundwater Recovery | 10,320 13,520 15.320 13.520 15520
Total Projected Supplies | 547 283 675,080 717,995 | 753619 | 785,683

Source: Water Authoricy 2010 Urban Water Management Plan — Table 9-1.

Section 5 of the Water Authority’s 2010 UWMP also includes a discussion on the local
supply target tor seawater desalination. Seawater desalination supplies represent a significant
future focal resource in the Water Authority’s service area. The Water Authority is pursuing
the purchase of a water supply from the Carisbad Desalination Project, a fully-permitted
private desalination project at the Encina Power Station site located in the City of Cartsbad. In
2010, the Water Authority’s Board of Directors approved a Term Sheet between the Water
Authority and the private investor-owned company, Poscidon Resources (Poseidon), and
directed stalt to prepare a draft Water Purchase Agreement based on its provistons. The
Water Authority’s water purchase agreement with Poseidon is expected to include water
purchase price, allocation of risk and options to eventually purchase the project’s pipeline and
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the entire desalination plant. Before negotiations begin on a final agreement, Poseidon must
secure sufficient financial commitments from private investors to meet requirements for fully
funding project construction. In addition, Poseiclon must execute all agreements for
construction and operation of the project and finalize the documents needed to finance the
project in the bond market.

The Water Authority’s existing and planned supplies from the 1D (ransfer and canal lining
projects are considered “drought-prool” supplies and should be available at the vields shown
tn Table 6 in normal water year supply and demand assessment. Single dry vear and multiple
dry year scenarios are discussed in more detail in Section 9 of the Water Authority’s 2010
UWMP.

As part of preparation of a written water supply assessment and/or verilication report, an
agency's shortage contingency analysis should be considered in determining sufficiency of
supply. Section 1 of the Water Authority’s 2010 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 ageneies.
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, adopted in May 2006, provides the Water Authority
and its member agencies with a series of potential actions to take when faced with @ shortage
of imported waler supplies from MWD due to prolonged drought or other supply shorttall
conditions. The actions will help the region avoid or minimize the impacts of shortages and
ensure an equitable allocation of supplies throughout the San Diego region.

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 [ID were able to implement their Water
Conservation and Transter Agreement. This agreement not only provides reliability for the San
Diego region, but aiso assists California in reducing its use of Colorado River water to s legal
altocation.

On April 29, 1998, the Water Authority signed a historic agreement with 11D for the long-term
transfer of conserved Colorade River water to San Diego County. The Water Authority-11D
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 veluntarily participate in the program and then transterred to the
Water Authority for use in San Diego County.
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Implementation Status

On October 10, 2003, the Water Authority and 1D executed an amendment to the original 1998
Transfer Agreement. This amendment modified certain aspects of the Transfer Agreement to be
consistent with the terms and conditions of the QSA and related agreements. Tt 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, Section 6.2.1, “Colorado River,” coatains
details on the QSA.

On November 5, 2003, 1D filed a complaint in Imperial County Superior Court seeking
validation of 13 contracts assoctated with the Transfer Agreement and the QSA. Imperial
County and various private parties filed additional suits in Superior Court, afleging violations of
the California Environmental Quality Act ({CEQA). the California Water Code, and other laws
related to the approval of the QS A, the water transfer, and related agreements. The lawsuits were
coordinated for trial. The 1D, Coachella Valley Water District, MWD, the Water Authority, and
state are defending these suits and coordinating to seek validation of the contracts. In January
2010, a California Superior Court judge ruled that the QSA and [ related agreements were
invalid, because one of the agreements created an open-ended financial obligation for the state,
in violation of California’s constitution, The QSA parties appealed this decision and are
continuing to seek validation of the contracts. The appeal 1s currently pending in the Third
District Court of Appeal. A stay of the trial court judgment has been issued during the appeal.
Implementation of the transter provisions is proceeding during litigation.

Expected Supply

Deliveries into San Diego County from the transfer began tn 2003 with an initial transter of
10,000 AF. The Water Authority received increasing amounts of transfer water each year,
according (o a water delivery schedule contained in the transter agreement. I 2010, the Water
Authority received 70,000 AF. The quantities will increase annually to 200,000 AF by 2021
then remain fixed [or the duration of the transter agreement. The initial term of the Transler
Agreement is 43 years, with a provision that either agency may extend the agreement for an
actcitional 30-year term.

During dry years, when water availability is low, the conserved water will be transferred
under HD's 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 defivery
cutbacks. [n recognition for the value of such reliability, the 1998 contract required the Water
Authority to pay a premium on fransfer water under defined regional shortage circumstances.
The shortage premium period duration is the period of consecutive days during which any of the
foliowing 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 shottage premium will not be included in the cost formula until Agreement Year
16.
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Transportation

The Water Authority entered into a water exchange agreement with MWD on October 10, 2003,
to transport the Water Authority-1ID transter water from the Colorado River (o San Diego
County. Under the exchange agreement, MWD takes delivery of the transfer water through its
Colorado River Agueduct. In exchange, MWD delivers 1o the Water Authority a like quantity
and quality of water. The Water Authority pays MW D’s applicable wheeling rate for cach acre-
foot of exchange water delivered. Under the terms ol the water exchange agreement, MWD will
make delivery of the transfer water for 35 years, unless the Water Authority and MWD elect to
extend the agreement another 10 years for a total of 45 vears.

Cost/Financing

The costs assoctaled with the transfer ave financed through the Water Authority’s rates and
charges. In the agreement between the Water Auvthority and 11D, the price for the transfer water
started at S258/AF and inceeased by a set amount for the first seven years. In December 2009,
the Water Authority and [[D executed a fifth amendment o the water iransfer agreement that sets
the price per acre-foot for transter water for calendar years 2010 through 2013, beginning at
S5405/AF in 2010 and increasing to $624/AF in 2015, For calendar years 2016 through 2034, the
unit price will be adjusted using an agreed-upon index. The amendment also required the Water
Authority to pay {ID $6 million at the end of calendar year 2009 and another S50 million on or
before October 1. 2010, provided that a transter stoppage is not in effect as a resuit of a court
order in the QSA coordinated cases. Beginning in 2035, eilher the Water Authority or IID can, if
cerlain criteria are met, elect & market rate price through a formula described in the water transfer
agreement,

The October 2003 exchange agrecment between MWD and the Water Authority set the initiai
cost to ransport the conserved water at S233/AF. Thereafter, the price 13 set to be equal to the
charge or charges set by MWD's Board of Directors pursuant to applicable laws and regulation,
and generally applicable to the conveyance of water by MWD on behall of its member agencies.
The transportation charge in 2010 was $3 [4/AF.

The Water Authority is providing $10 million to help offset potential socioeconomiic impacts
associated with temporary fand fallowing. 11D will credit the Water Authority for these funds
during years 16 through 45, In 2007, the Water Authority prepaid [[D an additional $10 miilion
for tuture deliveries of water. [ID will credit the Water Authority for this up-front payment
during years 16 through 3.

As part of implementation of the QSA and water transter, the Water Authority also entered into
an environmental cost sharing agreement. Under this agreement the Water Authority is
contributing a total of $64 million to fund environmental mitigation projects and 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 [ollowing
documents:

Agreement for Transfer of Conserved Water by and between 1D and the Water Authority (April
29, 1998). This Agreement provides for a market-based transaction in which the Water
Authority would pay [ID a unit price for agricultural water conserved by HD and transterred to
the Water Authority.

Revised Fourth Amendment to Agreement between D and the Water Authority for Transfer of
Conserved Water (October 10, 2003). Consistent with the executed Quantification Settlement
Agrezment {QSA) and related agreements, the amendments restructure the agreement and
modify it to minimize the environmental tmpacts of the transler of conserved water to the Water
Authority.

Amended and Restated Agreement between MWD and Water Authority tor 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 HD, 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 QS A, 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 o create and fund the QSA Joint Powers
Authority and to establish the limits of the funding obligation of CYWD, IID, and Water
Authority for environmental mitigation and Salton Sea restoration pursuant to SB 654
(viachaca).

Fifth Amendment to Agreement Between Imperial [migation District and San Diego County
Water Authority for Transfer of Conserved Water (December 21, 2009), This agreement
implements a settlement between the Water Authority and [ID regarding the base contract price
of transferred water.

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.
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State Water Resources Controf Board (SWRCB) Petition. SWRCB adopted Water Rights Order
2002-0016 concerning HD and Water Authority’s amended joint petition for approval of & long-
term transfer of conserved water from 1D to the Water Authority and to change the point of
diversion, place of use, and purpose of use under Permit 7643,

Environmental Impact Report {EIR} for Conservation and Transfer Agreement. As lead agency,
1D certified the Final EIR for the Conservation and Transter Agreement on June 28, 2002,

U. S. Fish and Wildlife Service Draft Biological Opinion and Incidental Take Statement on the
Bureau of Reclamation's Voluatary Fish and Wildlife Conservation Measures and Associated
Conservation Agreements with the California Water Agencies (12/18/02). The U. S. Fish and
Wildlife Service issued the biological opinion/incidental take statement for water {ransfer
activities involving the Bureau of Reclamation and associated with HD/other California 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. HD as fead agency and Water
Authority as responsible agency approved addendum to EIR 1n October 2003,

Environmental Impact Statement {EE8) for Conservation and Transler Agreement, Bureau of
Reclamation issued a Record of Decision on the EIS in October 2003.

CA Department of Fish and Game California Endangered Species Act Incidental Take Permit
#208 £-2003-024-006). The California Departiment of Fish and Game ssued this permit
(10722/04) for potential take effects on state-listed/fully protected specics associated with
HD/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, 2003, providing incidental take authorization
for potential species tmpacts on the Colorado River.

6.2.1.2 All-American Canal and Coachella Canal Lining Projects

As part of the QSA and related contracts, the Water Authority was assigned MWD's rights to
77,700 ac-ft/yr of conserved water from projects that will line the All-American Canal (AAC)
and Coeachella Canal (CC). The projects will reduce the loss of water that currently oceurs
through seepage, and the conserved water will be delivered to the Water Authority. This
conscrved water will provide the San Diego region with an additional 8.5 million acre-feet
over the | 10-year life of the agrecment.

Implementation Status
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The CC lining project began in November 2004 and was completed in 2006. Deliveries of
conserved waler to the Water Authority began in 2007, The project construcied a 37-mile
parallel canal adjacent to the CC. The AAC lining project was begun in 2005 and was
completed in 2010, The lining project constructed a concrete-lined canal paraltel to 24 miles

of the existing AAC from Pilot Knob to Drop 3.

In July 26035, a lawsuit (CDEM v United States, Case No. CV-5-05-0870-KID-PAL) was filed
in the U. 5. 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 agencics note that the seepage water ts 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 taws. Federai officials have stated that they
intend to vigorously defend the case.

Expected Supply

The AAC lining project makes 67,700 AF of Colorado River water per vear available for
altocation to the Water Authority and San Luis Rey Indian water rights scttlement pastics.
The CC lining project makes 26,000 AF of Colorado River water each year available for
allocation. The 2003 Allocation Agreement provides for 16,000 ac-{t/yr ol conserved canal
lining water to be allocated to the San Luis Rey Indian Water Rights Settlement Partics. The
remaining amount, 77,700 ac-ft/yr, is to be available to the Water Authority, with up to an
additional 4,850 ac-ft/yr available to the Water Authority depending on environmental
requirements from the CC lining project. For planning purpeses, the Water Authority
assumes that 2,500 AF of the <4,850 AF will be available each year for delivery, for a total of
80.200 ac-tt/yr of that supply. According to the Allocation Agreement, 1D has call rights to a
portion (5,000 ac-ft/yr) of the conserved water upon termination of the QSA for the remainder
of the 110 years of the Allocation Agreement and upon satistying certain conditions. The
term of the QSA is for up to 73 years.

Transportation

The October 2003 Exchange Agreement between the Water Authority and MWD provides for
the delivery ol the conserved water from the canal lining projects. The Water Authority pays
MWID's applicable wheeling rate for each acre-foot of exchange water delivered. In the
Agreement, MWD will deliver the canal lining water for the term of the Allocation
Agreement { | 10 vears).

Caost/Financing

Under California Water Code Section 12360 et seq., the Water Authority recetved 5200
million in state funds for construction of the canal lining projects. [n addition, $20 million

)
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was made available from Proposition 50 and 536 million from Proposition 84. The Water
Authority was responsible for additional expenses above the lunds 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 MWD's Board of Directors pursuant to applicable law and regulation and generally
applicable to the conveyance of water by MWD on behall of its member agencies,

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

Writterr Contracts or Other Proof

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

U.S. Public Law 100-675 {1988). Authorized the Department of the Intertor 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 - MWD Funding Agreement (2001). Reitmburse
MWD for project work necessary to construct the lining of the CC in an amount not to exceed
574 million. Modified by First Amendment (2004) to replace MWD with the Authority.
Moditied by Second Amendment (2004) to increase funding amount to $83.65 million, with
addition of funds from Proposition 30.

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

MWD - CVWD Assignmeni and Delegation of Design Obligations Agreement (2002}, Assigns
design of the CC fining project to CYWD,

MWD - CVWD Financial Arrangements Agreement for Design Obligations (2002). Obligates
MWD to advance funds to CVWD to cover costs for CC lining project design and CVWD o
invoice MWD to permit the Department of Water Resources to be bilfed for work completed.

Allocation Agreement among the United States of America. The MWD Water District of
Southern California, Coachella Vailey 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
frrization District (October 10, 2003). This agreement includes assignment of MWD’s rights
and interest in delivery of 77,700 acre-feet of Colorade River water previously intended to be
delivered to MWD to the Water Authority. Allocates water from the AAC and CC lining
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projects for at least 110 years to the Water Authority, the San Luis Rey Indian Water Rights
Settlement Parties, and [1D, if it exercises its call rights.

Amended and Restated Agreement between MWD and Water Authority for the Exchange of
Water (October {0, 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 MWD and Water Authority regarding Assignment of Agreements related to
the AAC and CC Lining Projects. This agreement was executed in April 2004 and assigns
MWD'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 Coastruction Obligations for the Coachella Cunal Lining Project
under the Pepartment of Water Resources Funding Agreement No. 4600001474 from the San
Diego County Water Authority to the Coachella Valley Water District, dated September 8, 2004,

Agreement Regardine the Financial Arrangements between the San Diego County Water
Authority and Coachella Valiey Water District for the Construction Obligations for the
Coachella Canal Lining Project, dated Sepiember 8, 2004,

Agreement No. 4-XX-30-W0429 Among the United States Bureau of Reclamalion. the
Coachella Valley Waler District, and the San Diego County Water Authority for the
Construction of the Coachella Canal Lining Project Pursuant to Tiile H of Public Law 100-673,
dated October 19, 2004,

California Water Code Section 12360 et seq. This Water Code Section provides for S200
million 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.

Calitornia Water Code Section 79567, This Water Code Section identifies S20 mullion as
available for appropriation by the California Legistature 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, HD, or CVYWD for the AAC and CC lining projects.

California Public Resources Code Section 75050(b) (1). This section identifies up to 536 million
as available for water conservation projects that implement the Allocation 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
umpacts of lining the AAC was completed by the Burcau of Reclamation (Reclamation) in March
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1994, A Record of Decision was signed by Rectamation in July 1994, implementing the
preferred alternative for fining 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 stgned 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 Reportine Program for Coachella Canal Lining 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
11D,

Addendum to Final EIS/EIR and Amendment to Environmental Comymitment Plan for the
Al-American Canal Lining Project (approved June 27, 2006, by 1TD Board of Directors),

6.2.1.3 Carlsbad Seawater Desalination Project

Development of seawater desalination in San Diego County will assist the region in
diversifying its water resources, reduce dependence on imported supplies, and provide a new
drought-proof, locally treated water supply. The Carlsbad Desalination Project is a fully-
permitted scawater desalination plant and conveyance pipeline currentiy being developed by
Poseidon, a private investor—owned company thal develops water und wastewater
infrastructure. The project, located at the Encina Power Station in Carlsbad, has been in
development since 1998 and was incorporated into the Water Authority’s 2003 Water
Factlities Master Plan and the 2010 UWMP. The Carlshad Desaliration Project has obtained
all required permits and environmental clearances and, when completed, will provide a highly
reliable local supply of 36,000 ac-ft/vr for the region.

Implementation Status

The Project has obtained all required permits and environmental clearances, including the
tollowing:
e National Pollutant Discharge Elimination System {NPDES) Discharge Permit
{Regional Water Quality Control Board)
o  Conditional Drinking Water Permit {California Department of Health Services)
¢ State Lands Commission Lease (State Lands Commission)

LS
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e Coastal Development Permit (California Coastal Commission)

IDE Technologies, a worldwide leader in the design, construction, and operation of
desalination plants, was selected by Poseidon te be the desalination process contractor for the
Project.

In July 2010, the Water Authority Board approved a Term Sheet between the Water Authority
and Poseidon and directed stalf to prepare a Water Purchase Agreement based on iis
provisions. Prior to the Water Authority engaging (in 2010) as a potential purchaser of all the
walter produced by the Project, Poseidon was pursuing a project structure where nine focal
waler agencies had signed water purchasc agreements. Ultimately, that project structure was
found te be financially infeasible and the Water Authority was asked to step into the role of
purchaser of the supply. Key terms for a potential Water Purchase Agreement between the
Water Authority and Poseidon include the following:

»  The term of the agreement will be for 30 years once commercial operation begins,
subject to early buyout provisions beginning at {0 years.

» The Water Authority will shift the risks associated with the design, permitting,
financing, construction, and operation of the Project to Poseidon.

e The price for water will be based on the actual cost of production.

»  There will be the option to buy the entire plant beginning [0 years after the stast date
tor commercial operation at a price to be specified in the water purchase agreement, as
well as the right to purchase the plant at the end of the 30-year water purchase
agreement term for $1. This ensures eventual public ownership of the plant, securing
long-term price certainty and regional public benefit trom ratepayers’ past investments
in the plant through 30 years of water purchase payments.

Lxpected Supply

When completed, the Project will provide a highly reliable local supply of 56,000 ac-ft/yr ot
supply for the region, available in both normal and dry hydrologic conditions.

Transportation

A 54-inch pipeline will be constructed to convey product water from the desalination plant
10.5 miles east to the Water Authority’s Second Aqueduct. The water will be then be
conveyed 3 miles notth to the Water Authority’s Twin Qaks Valley Water Treatment Plant
facility, where it will be blended with treated imported water and subsequently distributed

into the Water Authority’s existing aqueduct systen.

Cost/Financing
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The Term Sheet between the Water Authority and Poseidon provides the basis for a potential
purchase agreement whereby the Water Authority would purchase the entire output from the
Project at a price based on the cost of production. A preliminary September 2010 unit cost
estimate was S1,600/AF. The Water Authority’s water purchase costs would be financed
through Water Authority rates and charges. If the water purchase agreement is approved by
the Water Authority Board, Poseidon plans to tinance the capital cost of the Project with a
combination of private equity and tax-exempt Private Activity Bonds.

Written Contracts or Other Proof

The expected supply and costs associated with the Carisbad Desalination Project are based
primarily on the fellowing documents:

Development Agreement between City of Carlsbad and Poseidon (Oclober 2009). A
Development Agreement between Carlshad and Poseldon was executed on October 5, 2009

Agreement of Term Sheet between the Water Authority and Poseidon Resources (July 20103,
The Water Authority approved the Term Sheet at tts July 2010 Board Meeting. The Term
Sheet outlines the terms and conditions of a future Water Purchase Agreement with Poseidon
and aliocates the resources to prepare the draft Water Purchase Agreement.

Federal, State, and Local Permits/Approvals

Carlsbad Desalination Project Final EIR (June 2006}, The City of Carlshad certified the Final
EIR and the final Notice of Determination for the project was signed on June 14, 2006,

NPDES Discharge Permit (August 2006). The Regional Water Quality Control Board issues
the NPDES Discharge Permit for the project on August [6, 2006.

Drinking Water Permit (October 2006). The Caltfornia Department of Health Services
approved the Conditional Drinking Water Permit on October 19, 2006,

Coastal Development Permit (November 2007). The Calitornia Coastal Commission
approved, with conditions. the Coastal Development Permit on November 13, 2007. The
Coastal Development Permit allows construction and operation of the project in the Coastal
Zone.

State Lands Commission Lease Application (August 2008). Amends lease of land by Cabrilio
Power [ LLC (Cabrillo) from the State Lands Commission for the lands where the project will
be constructed. Cabrillo and Poseidon entered into agreement on July |, 2003, authorizing
Poseidon to use those lands to construct the project.
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Addendum to Final EIR (September 2009). An Addendum to the Final EIR was certified by
the City of Carlsbad and Notice ol Determination for the Addendum was signed on
September 15, 2009, The Addendum modified water conveyance pipeline alignments,

6.2.2  Water Authority Capital Improvement Program and Financial
Information

The Water Authority’s Capital lmprovement Program (CIP) can trace ifs beginnings to a
report approved by the Board in [989 entitled, The Water Distribution Plan, a Capital
[mprovement Program through the Year 2010, The Water Distribution Plan included ten
projects designed to increase the capacity of the aqueduct system, increase the yield from
cxisting water treatment plants, obtain additional supplies from MWD, and increase the
refiability and flexibility of the aqueduct system. Since that time the Water Authority has
made numerous additions to the list of projects included in its CIP as the region’s
ifrastructure needs and water supply outlook have changed.

The current list of projects included in the CIP is based on the results of planning studies,
including the 2005 UWMP and the 2002 Regional Water Facilities Master Plan. These CIP
projects, which are most recently described in the Water Authortty’s Adopted Multi-Year
Budget, include projects valued at $3.50 hillion. These CIP projects are designed (o meet
projected waler supply and delivery needs ol the member agencies through 2035. The projects
include a mix of new facilities that will add capacily to existing conveyance, storage, and
treatment facilities, as well as repair and reptace aging infrastructure:

s Asset Management - The primary components of the asset management projects
include relining and replacing existing pipelines and updating and replacing metering
facilities.

s New FPacilities — These projects wilt expand the capacity of the aqueduct system,
complete the projects required under the Quantification Settlement Agreement (QSA).
and evaluate new supply opportunities.

» Emergency Storage Project — Projects remaining to be completed under the ongoing
ESP inciude the San Vicente Dam Raise, the Lake Hodges projects. and a new pump
station to extend ESP supplies to the northern reaches of the Water Authority service
ared.

e Other Projects — This category includes out-of-region groundwater storage, increased
local water treatment plant capacity. and projects that mitigate environmental unpacts
of the CIP.

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 biennal
budget, a combination of iong and short term debt and cash (pay-as-vou-go) will provide
funding for capital improvemenis. Additional information is included in the Water



Qray Water District
Water Supply Assessment Report
Pio Pico Energy Center

Authority’s bieanial budget, which also contains selected financial information and
summarizes the Water Authority’s investment policy.

6.3 Otay Water District

The Otay Water District 2010 WRMP Update and the 2010 UWMP contain comparisons of
projected supply and demands through the year 2035, Projected potable water resources to
meet planned demands as documented were planned to be supplied entirely with imported
water received from the Water Authority. Recyeled water resources to meet projected
demands are planned to be supplied from local wastewater treatment plants. The OWD
currently has ao local supply of raw water, potable water, or groundwaler resources.

The development and/or acquisition of potential groundwater, recycled water market
expansion, and seawater desalination supplies by the OWD have evolved and are planned to
occur 1n 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 MWD
UWMP, [RP, 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 OWD.

The OWD expansion of the market areas for the use of reeyeled water within the watersheds
upsiream of the Sweetwater Reservoir and the Lower Otay Reservoir, and Otay Mesa will
increase recyeled water use and thus require less dependence on imported water for irrigation
purposes.

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

6.3.1  Availability of Sufficient Supplies and Plans for Acquiring
Additional Supplies

The availability of sufticient potable water supplies and plans for acquiring additional potable
water supplies to serve existing and future demands of the OWD is founded upon the
preceding discussions regarding MWD’s and the Water Authority’s water supply resources
and water supplies {o be acquired by the OWD. Historic imported water delivertes from the
Warter Authority to OWD and recycled water deliveries from the OWD Ralph W. Chapman
Water Reclamation Facility (RWCWRFE) are shown in Table 7. Since the year 2000 through
mid May 2007, recycled water demand has exceeded the recyeled water supply capability
typically in the stnmer months. The RWCWRE s limited to a maximum production of
about 1,300 ac-ft/yr. The recycled water supply shortfall had been met by supplementing
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with potable water into the recycled water storage systemn 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
avatlable. 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 OWD
recycled water system.

Table 7
Otay Water District
Historic Imported and Local Water Supplies

Calendar Imported Water Recycled Water Total
Year {acre-feet) (acre-feet) (acre-feet)
1980 12,558 0 12,558
1985 14.529 0 14,529
1990 23.200 0 23200
1995 20922 o614 21.336
2000 29.901 948 30,849
2008 37.678 1,227 38,903
2010 29.270 4,060 33,270

Source: Otay Water District operational records.

6.3.1.1 Imported and Regional Supplies

The availability of sutficient imported and regional potable water supplies o serve existing
and planned uses within OWD s demonstrated in the above discussion on MWD and the
Water Authority's water supply reliabtlity. The County Water Authority Act. Section 3
subdivision L}, 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 73 to 93 percent of the total supplies used by
its 24 member agencies, depending on {ocal weather and supply conditions. In calendar year
2010 the supply to OWD was 29,270 ac-ft of supply from the Water Authority. An additional
4,090 ac-ft of recycled water was provided from the City of San Diego and from OW[D's
Ralph W. Chapman Water Reclamation Facility. The total baseline demand for potable water
within the OWD is expected to increase to about 77,17 [ ac-ft by 2035 as per the Otay Water
District 2010 UWMP,

Potable Water Svstemn Facilities
The OWD continues to pursue diversification of its water supply resources to increase

refiability and flexibility. The OWD also continues to plan, design, and construct potable
water system facifities to obtain these suppiies and to distribute potable water to meet
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customer demands. The OWD has successfully negotiated two water supply diversification
agreements that enhance reliability and flexibility, which are briefly described as foflows.

»  The OWD 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 trom the Water Authority and treatment by the City of San Diego at their
Otay WTP for delivery to OWD. The supply system link to implement the Otay WTP
Agrecment to access the regions raw water supply system and the local water treatment
plant became fully operational in August 2003, This supply link consists of the typical
storage, fransmission, pumping, flow measurement, and appurtenances to receive and
transport the treated water to the OWD 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
OWD pays the City of San Diego to expand the Otay WTP to meet the OWD 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 reluse the expansion of
the Otay WTP to meet the OWD future needs. The Otay WTP existing rated capacily is
40 mgd with an actual effective capacity of approximately 34 mad. The City of San
Diego’s typical demand for treated water from the Otay WEP is approximately 20 mgd.
[t 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 OWD demand.

»  The OWD 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 transmisston of raw water to the Helix WD R. M.
Levy WTP for treatment and delivery to OWD. The supply system link to implement the
ECRTWIP Agreement is complete allowing access to the regions raw water supply
system and the local water treatment plant. This supply link consists of the typical
fransimission, pumping, storage. flow control, and appurtenances o receive and transport
the potable water from the R. M. Levy WTP to OWD. The OWD i required to take a
amunimum of 10,000 ac-ft/yr of treated water from the R.M. Levy WTP supplied from the
regions raw water systen,

Cost and Financing
The capital improvement costs associated with water supply and delivery are financed
through the OWD water meter capacity fee and user rate structures. The OWD 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 lacilities.
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Written Agreements, Contracts, or Other Proof

The supply and cost associated with deliveries of treated water from the Otay WTP and the R.M.
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 OWD entered inte an agreement dated
Jaauary [, 1999 with the City of San Diego that provides for 10 mgd of surplus treated water to
the OWD [rom the existing Otay WTP capacity. The agresment allows for the purchase of
treated water on an as available basis from the Otay WTP. The OWD 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 Reoional 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 WP at the prevailing Water Authority treated water rate. The
ECRTWIP Agreement is dated April 27, 2006.

Agreement between the San Drego County Water Authority and Otay Water District for Design,
Construction, Operation, and Maintenance of the Otay 14 Flow Control Facility Modification.
The OWD entered into the Otay |4 Flow Control Facidity Moedification Agreement dated
January 24, 2007 with the Water Authority to increase the physical capacity of the Otay 14 Flow
Conirel Facility. The Water Authority and OWD shared the capital cost to expand its capacity
(rom 8 mgd to 16 mgd.

Federal, State, and Local Permits/Approvals

The OWD 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 waler storage
reservolrs project associated with the ECRTWIP Agreement through the typical planning.
environmental approval, design, and construction processes.

The transmission man project constructed 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 increased the capacity of the existing systems
from 8 mgd to 16 mgd. CEQA documentation 1s complete for both projects. Construction of
both of these projects was completed October 2010.

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

Wastewater collection, treatment, and disposal services provided by the OWD is limited to a
relatively 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
Loveland Reservoir. Water recyeling s defined as the treatment and disinfection of
municipal wastewater to provide a water supply suitable for non-potable reuse. The OWD
owns and operates the Ralph W. Chapman Water Reclamation Facility, which produces
recycled water treated to a tertiary level for landscape irrigation purposes. The recycled water
market area of the OWD is located primarily within the eastern area of the City ot Chula Vista
and on the Otay Mesa. The OWD distributes recycled water to a substantial market area that
includes but 13 not limited to the U.S. Olympic Training Center, the Eastlake Golf Course,
Otay Ranch, and other development projects.

The OWD projects that annual average demands for recyeled water will increase to 8,000 ac-
ft/yr by 2035, About 1,300 ac-ft/yr of supply 15 generated by the RWCWRE, with the
remainder planned to be supplied to OWD by the City of San Diego’s SBWRP.

North District Recveled Water Concept

The OWD is a recognized leader in the use of recycted water for irrigation and other
commercial uses, The OWD continues the quest to investigaie all viable opportunities to
expand the successtul 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, focated 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 OWD source of recycled
water, the RWCWRE, 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 OWD recycled water system and market area.

The purpose of the North District Recycled Water System Development Project. Phase |
Concept Study, is to identify the teasibility of using recycled water in the North District and
to investigate and assess any limitations ov constraiats to its use. The Phase [ 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, i discussion of the protection of the watershed that would be altected 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 wdentified. These include a reduction of demand on the
potable water system and maximizing tecycled water resources which in turn minimizes
treated wastewater discharges to the lfocal ocean outfall. Other opportunities are a possible
partnership with Sweetwater Authority to monitor any benefits and impacts of increased
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recycted water use in the watershed and stakeholder cutreach 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 lor the Middie Sweetwater Basin that will affect the
effluent limitations for the recycled water produced at the RWCWRE. At this time, the
effluent limit that is of concern is total nitrogen. An examination as Lo how the treatment
process might be modified to enhance nitrogen removal and a design is underway to remedy
the total nitrogen 1ssue. 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 S15 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, permitiing,
environmental compliance, design, and construction of the improvements necessary for
detivery of recycled water to the North District markets.

The estimated wnount of imported water saved at full implementation of the North District
Recyeled Water System Development Project 1s 1,200 ac-ft/yr. This saved imported waler
could then be used to offset new potabie water demands.

Recveled Water System Facilities

The OWD 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 doilars of capital improvements have been constructed. The supply link consisting
of a transmisston mai, storage reservolr, and a pump station to receive and transport the
vecycled water from the City of San Dicgo’s SBWRP are complete and recycled waler
deliveries began on May |8, 2007,

Cost and Financing

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

Whritten Agreements, Contracts, or Other Proof

The supply and cost associated with deliveries of recycled water from the SBWRP is based on
the following document.
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Agreement between the Otay Water Disirict 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 vear of recycled water from the SBWRP at an initial price of
5350 per acre-foot. The Otay Waler District Board of Directors approved the final agreement on
June 4, 2003 and the San Diego City Councid approved the final agreement on October 20, 2003.

Federal, State, and Local Permits/Approvals

The OWD has in place an agreement with MWD [or their recycled water sales incentive
program for supplies from the RWCWRF and the SBWRP. Also, the OWD has in place an
agreement with the Water Authority for their recycled water sales incentive program for
supplies from the RWCWRFE and the SBWRP. The Water Authority sales incentive
agreement was approved by Water Authority on July 26, 2007 and by OWD on August |,
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 Controt 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
OWD service area. The order includes the vse of tertiary treated water produced and received
trom the City of San Diego’s SBWRP. Recycled water received from and produced by the
SBWRP is reguiated 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 [or the recycled water produced at the SBWRP and delivered to OWD in
contormance with Order No. 2000-203.

6.3.1.3 Potential Groundwater Supplies

The Otay Water District 2010 WRMP Update, 2010 UWMP, and the Otay Water District
March 2007 Integrated Water Resources Plan (2007 IRP) both contain a description of the
development of potential groundwater supplics. Over the past several years, OWD has studied
numerous potential groundwater supply options that have shown, through groundwater
monitoring weil activities, poor quality water and/or insufficient yield from the basins at a
cost effective level. The OWD has developed capital improvement program projects to
continue the quest to develop potential groundwater resources, Local OWD groundwater
stpply 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 OWD
have evolved and have been resurrected in response to the regional water supply issues refated
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to water source supply conditions. Local ground water supply projects will aliow for less
reliance upon impotted water, achieve a level of independence of the regional wholesale

water agencies, and diversily the OWD water supply portfolio consistent the Otay Water
District 2007 [RP.

In recognition of the need to develop sufficient alternative water supplies, the OWD has taken
the appropriate next steps towards development of production groundwater well projects.

There are three groundwater well projects that the OWD 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, and the Rancho det Rey
Groundwater Well projects.

Middle Sweetwater River Basin Groundwater Well

The Middle Sweetwater River Basin Groundwater Well is an additional water supply project
that was thoroughly studied and documented 1n the 1990s. The Middle Sweetwater River
Basin is located within the Sweetwater River watershed and that reach of the river extends
from Sweetwater Reservoir to the upstream Loveland Reservolr. The next step in
development of the Middic Sweetwater River Basin Groundwater Well is the implementation
of a pilot well project. The ultimate objective of the OWD 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 focal 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 then
determine and assess any limitations or constraints that may arise. The Middle Sweetwaler
River Basin Groundwater Well Pilot Project will accomplish six primary goals:

s  Update project setting

» Update applicable project alternatives analysis

¢ Prepare groundwater well pilot project implementation plan

s Construct and test pilot monitoring and extraction wells

» Provide recommendations regarding costs and feasibility to develop a groundwater
well productton system within the Middie Sweetwater River Basin capable of
producing a sustainable yield of potable water

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

The groundwater conjunctive use concept is described as the extraction of the quantity of
water trom the groundwater basin that was placed there by customers ol the Otay Water
District, Helix Water District, and Padre Dam Municipal Water District by means of their use
of imported treated water that contributed to the overall volume of groundwater within the
basin. An estimated quantity was developed to be approximately 12.5 percent of the total
consumption of the OWD customers within that basin, as measured by water meters. In the

46



Otay Water District
Water Supply Assessment Report
Pio Pico Energy Center

1994-1995 period, the quantity of water that was returned to the groundwater basin by OWD
customers was estimated to be 810 ac-ft/vr. Currently, that 12.5 percent quantity could be on
the order of 1,000 ac-ft/yr. A future scope of work will need to addresses this concept while
considering further development of the groundwater basin as an additional supply resource. If
tt is deemed that a Middle Sweetwater River Basin Groundwater Well Production Project is
viable then the consultant will develop and provide a groundwater well production project
implementation plan, cost estimate, and related scope of work.

Further development of the groundwater basin to enhance the total groundwater production
could be accomplished by the OWD 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
uatreated water as the resource supply. The existing La Mesa Sweetwater Extension Pipeiine,
owned by the Water Authority, once converted to an untreated water detivery system, could
be the conveyance system to transport untreated water for groundwater recharge in support of
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 1s to address the groundwater supply concepts
outlined above. [t is anticipated that the cost for the entire scope of work, will be on the order
of $2,000.000, which includes a contingency and may take up to one and a half years to
complete,

The primary desired outcome of the Middic Sweetwater River Basin Groundwater Well Pilot
Project is for the engineering consultant to determine and make recommendations if it 13
financially prudent and physically feasible to develop a Phase | groundwater well production
system within the Middle Sweetwater River Basin capable of producing a sustainable yield of
up to 1,308 ac-fi/yr of potable water for the OWD. It it s deemed that a Middle Sweetwater
River Basin Groundwater Well Production Project is viable then 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 OWD 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, Natioral Enterprises, lnc., 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 OWD 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 OWD precesded with the investigation of this potential groundwater
supply opportunity.
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The May 2001 Geoscience Support Services, Inc. completed for the OWD the preparation of
a report entitled, “Otay Mesa Lot 7 Well Investigation,” 1o assess the Otay Mesa Lot 7 Well.
The scope of work Included a geohydrologic evaluation of the well, analyses of the water
guality 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
foliowing recommendations:

e 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,

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

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

o The well water would need to be treated and/or blended with potable water prior 1o
introduction into the potable water distribution system.

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

The OWD may still continue to pursue the Otay Mesa groundwater well opportunity with due
consideration of the recommendations of the existing report, Based on the recommendations
of the investigation report, a groundwater well production facility at Otay Mesa Lot 7 could
realistically extract approximately 300 ac-ft/yr.

Rancho del Rey Groundwater Well

In 1991, the McMillin Development Company drilled the Rancho det Rey Groundwater Well
to augment grading water supplies for their Rancho del Rey development projects. Although
the well was constdered a “good producer.” little was known regarding its water quality and
sustainable yield because the water was used solely Tor earthwork (i.c. dust control and soii
compaction). The well was drilled to 863 feet, with a [inished depth of 830 feet and produced
approximalely 400 ac-ft/yr of low quality water for [four years until its use was discoatinued in
April 1995 when the well was no longer needed. McMillin notified the OWD of its intent to
sell off the groundwater well asset.

In 1997, the OWD purchased an existing 7-inch well and the surrounding property on Rancho
del Rey Parkway from the McMillin Company with the intent to develop it as a source of
potable water. Treatment was required to remove salts and boron, among other constituents,
using reverse osmosis membranes and ion exchange.

In 2000, having received proposals for the design and construction of a reverse 0smosis
treatment facility that far exceeded the allocated budget, the Board of Directors instructed
stall to suspend the project until such time as it became economically viable.
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In January 2010, citing the rising cost of imported water and the OWD's interest in securing
its own water source for long-term supply reliability, the Board authorized Phase | for drilling
and development of the Rancho del Rey Well.

In September 2010, a new |2-inch production well was drilied to a depth of 900 feet through
the groundwater formation and into fractured bedrock. Testing showed the long-term yield of
the new weli to be 450 gpm, higher than previous studics had estimated. Separation
Processes, Inc. (SPI), a highly qualified membrane treatment firm, was hired to conduct a
detailed economic feasibility study to confirm that the annualized unit cost of the new water
source was cconomically competitive with other sources. The economic study estimated the
unit cost of water to be §1, 500 to $2,000 per ac-ft for an altcrnative that utifizes a seawater
membrane for treating both salts and boron. When compared with the current imported
treated water rate from the Water Authority, and with the knowledge that this rate will
continually increase as MWD and the Water Authority raise their rates, the Rancho del Rey
Well project appears to be economically viable,

The OWD is continuing to pursue the Rancho del Rey groundwater well opportunity with due
consideration of the recommendations of the existing reports and plans to develop a
groundwater well production factlity to extract approximately 300 ac-ft/yr. For waler
planning purposes. production of groundwater from the Rancho del Rey well s considered
“additional planned™ for local supplies. During preparation of this 2010 UWMP, the OWD
has coatracted for design services for the wellhead treatment faciities.

6.3.1.4 Otay Water District Desalination Project

The OWD is currently investigating the feasibility of purchasing desalinated water from a
seawaler reverse osmosis plant that is planned to be located in Rosarito, Mexico, known as the
Otay Mesa Desalinated Water Conveyance System ( Desalination) project. The treatment
tacility is intended to be designed, constructed, and operated in Mexico by a third party. The
OWD’s draft Desalination Feasibility Study, prepared in 2008, discusses the likely issues to
be constdered in terms of water treatment and monitoring, potential conveyance options
within the United States from the international border to potential delivery points, and
environmental, institutionat, and permitting considerations for the OWD te import the
Desalination project product water as 4 new local water supply resource.

While the treatment facility for the Desalination project wil likely not be designed or
operated by the OWD as the lead agency, it is important that the OWD 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
OWD’s systemn as well as in other regional agencies” systems that may use the product water,
Le. 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
eslablished United States and California drinking water regulations for most parameters,
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however, a two-pass {reatment system may be required to meet acceptable concentrations of
boron and chiorides, similar to the levels seen within the existing OWD supply sources. The
Desalination Feasibility Study addresses product water quality that is considered acceptable

for public health and distribution.

The OWD, 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. Several allernative
approaches are identified for getting this approval. These alternatives vary in their cost and
their likelihood of mecting CDPH approval.

The Rosarito Desalination Facility Conveyance and Disinfection System Project report
addresses two supply targets for the desalinated water (i.e. local and regional). The local
alternative assumes that only OWD would participate and receive desalinated water, while the
regional alternative assumes that other regional and/or local agencies would also participaied
in the Rosarito project.

On November 3, 2010, the OWD authorized the General Manager to enter into an agreement
with AECOM for the engineering design, environmental decumentation, and the permitting

for the construction of the conveyance pipeline, pump station, and disinfection facility to be

constructed within the OWD. The supply target ts assumed to be 50 mgd while the ultimate
capacity of the plant will be 100 mgd.

The OWD 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 Water District Capital lmprovement Program

The OWD pians, designs, constructs, and operates water system facilities 1o acquire suflicient
supplies and to meet projected ultimate demands placed upon the potable and recycled water
systems. [n addition, the OWD forccasts needs and plans for water supply requirements to meet
projected demands at ultimate build out. The necessary water factlities 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 accomimodate the forecasted growth within the entire
OWD service area are defined and described within the Otay Water District 2010 WRMP
Update. These facilities are incorporated into the annual OWD 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, OWD prepares water system requirements specifically for the proposed
development project consistent with the Otay Water District 2010 WRMP Update. 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
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land uses, as well as the financial responsibility of the facilities required for service. The OWD
funds the factlities identified as CIP projects. Established water meter capacity fees and user
rates are collected to fund the CIP project [acilities. The developer funds all other required water
systern facilities to provide waler service to their project.

Section 7 — Conclusion: Availability of Sufficient Supplies

The PPEC Project is curreatly located within the jurisdictions of the OWD, Water Authority,
and MWD. To obtain permanent imported water supply service, land areas are required to be
within the jurisdictions of the OWD, Water Authority, and MWD to utilize imported water
supply.

The Water Authority and MWD 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 Dicgo 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 MWD 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 with
tand use authority may require water supply assessment and/or verification reports for
proposed land developments that are not within the OWD, Water Authority, or MWD
jurisdictions {L.e. pending or proposed annexations) or that have revised land use plans with
either lower or higher development intensities than reflected in the existing growth forecasts.
Proposed land arcas with pending or proposcd annexations, or revised land use plans,
typically result in creating higher demand and supply requirements than previously
antictpated. The OWD, Water Authority, and MWD next demand forecast and supply
requirements and associated planning documents would then caplure any increasc or decrease
in demands and required supplies as a result of annexations or revised land use planning
decisions.

MWD's Integrated Resources Plan (IRP) identities a mix of resources {imported and local)
that, when implemented, will provide [00 percent reliability for full-service demands through
the attainment of regienal targets set for conservation, local supplics, State Water Project
supplies, Colorado River supplies, groundwater banking, and water transters. The 2010
update to the IRP inctudes a planning buffer supply intended to mitigate against the risks
associated with implementation of local and imported supply programs and for the risk thal
future demands could be higher than projected. The planning buffer identifies an additional
increment of water that could potentially be developed when needed and if other supplies are
not fully implemented as planned. As part of implementation of the planning buffer, MWD
periodicatly evaluates supply development, supply conditions, and projected demands to
ensure that the region is not under or over developing supplies. Managed properly, the
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planning buffer will help ensure that the southern California region, including San Diego
County, will have adequate water supplies to meet fong-term future demands.

In Section ES-5 of their 2010 RUWMP, MWD states that MWD has supply capacities that
would be sulficient to meet expected demands from 2015 through 2035, MWD has plans for
supply implementation and continued development of a diversified resource mix including
programs in the Colorado River Aqueduct, State Water Project, Central Valley Transfers,
local resource projects, and in-region storage that enables the region to meet its water supply
needs. MWIY's 2010 RUWMP identifies potential reserve supplies in the supply capability
analysis {Tables 2-9, 2-10, and 2-11), which could be availabie to meet the unanticipated
demands.

The County Water Authority Act, Scction 5 subdiviston |1, 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 aeeds.”

As part of preparation of a written water supply assessment report, an agency’s shortage
contingency analysis should be considered in determining sufficiency of supply. Section 11
of the Water Authority’s 2010 Updated UWMP contains a detailed shortage contingency
anatysis 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, adopted in May 20006, provides the Water Authority and its member
agencics with a scries of potential actions to take when faced with a shortage of imported
water supplies from MWD due to prolonged drought or other supply shortlall conditions. The
actions will help the region avotd or minimize the impacts of shortages and ensure an
equitable atlocation of supplies.

The WSA Report identifies and describes the processes by which water demand projections
for the proposed PPEC Project will be fully included in the water demand and supply
torecasts of the Urban Water Management Plans and other water resources planning
documents of the Water Authority and MWD, Water supplies necessary to serve the demands
ol the proposed PPEC Project, along with existing and other projecied future users, as well as
the actions necessary and status to develop these supplies, have been identified in the PPEC
Project WSA Report and witl be included in the future water supply planning documents of
the Water Authority and MWD,

This WSA Report includes, among other information, ar identification of existing water
supply entitlements, water rights, water service contracts, water supply projects, or
agreements relevant to the wdentified water supply needs for the proposed PPEC Project. This
WS5A Report assesses, 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
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and in single and multiple dry years to meet the projected demand of the proposed PPEC
Project and the existing and other planned development projects to be served by the OWD.

Table 8 presents the forecasted balance of water demands and required supplies for the OWD
service area under average or normal year conditions. The total actual demand for FY 2010
was 33,270 acre feet. The demand for FY 2010 is 5,635 acre feet tower than the demand in
FY 2005 of 38,905 acre feet. The drop in demand 1s a resuit of the unit price of water, the
conservation efforts of users as a result of the prolonged drought, and the economy.

Table 9 presents the forecasted balance of water demands and supplies for the OWD service
area under single dry year conditions. Table 10 presents the forecasted balance of water
demands and supplies for the OWD service area under multiple dry vear conditions for the
three year period ending in 2018, The multiple dry year conditions for periods ending in
2023, 2028, and 2033 arc provided in the Otay Water District 2010 UWMP. The projected
potable demand and supply requirements shown the Tables 8, 9, and 10 are from the Otay
Water District 2010 UWMP adjusted to reflect the additional 372 ac-ft/yr of potable water
demand for the PPEC Project. Hot, dry weather may generate urban water demands that are
about 6.4 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.

Table 8
Projected Balance of Water Demands and Supplies Normal Year Conditions (acre feet)
Description FY 2015 FY 2028 FY 2025 EY 2030 FY 2035
Demands
OWD Demands 44 883 33.768 63811 70,6649 77471
PPEC Project Demand [nerease 372 372 372 372 372
Additional Conservation Target (372) {(7.819 {14,368) (18.267) (26.929)
Fotal Demand 44,883 46,321 49815 52774 36.614
Supplies
Water Authority Supply 40,483 41.32% 44.015 45974 48,614
Recyceled Waler Supply 4400 5.004 5,800 6.800 8.000
Total Supply 44,883 16,321 49815 52,774 56.614
Supply Surplus/(Deficit) & i 4 H 9

Table 9 presents the forecasted halance of water demands and supplies for the OWD service
area under single dry year and multiple dry year conditions as from the Otay Water District

2010 UWMP. The PPEC Project proposes to have a maximum annual capacity factor of 46
percent or a maximum of 4.000 hours per year so their demands do not need adjustment for

multiple dry year conditions.

[
L]



Otay Water District
Water Supply Assessment Report
Pio Pico Energy Center

Table 9
Projected Balance of Water Demands and bupplies
Single Dry and Multiple Dry Year Conditions (acre feet)

Normal Df;"%ieir Multiple Dry Years
Fy 2011 FY 2012 FY 2013 FY 20614 FY 2015
Demands
OWD Demands 37.176 41.566 43,614 46,385 50,291
PPEC Project Demand Increase 372 372
Additional Conservation Target (372) {372}
Total Demand 37.176 41.566 43,614 46,385 30,294
Supplies
Water Authority Supply 33.268 37.535 39,400 42,108 45.891
Recycled Water Supply 3.908 4.031 4,154 4.277 4,400
Total Supply 37176 41.566 43.014 46,385 50.291
Supply Surplus/{Deficit) & 9 ] { {)
District Demand totals with SBX7-7 conservation turget achievement plus single dry year increase as shown.
The Water Authority could implement its DMP. In this instances. the Water Authority may hasve to allocate supply
shortages based on it equitable allocation methodoelogy in its DMP.

Dry vear demands assumed to generale a 6.4% increase in demand over normal conditions for cach year in
addition to new demand growth,

Table 9 also presents the forecasted balance of water demands and supplies for the OWD
service area under multiple dry vear conditions for the three year period ending in 2015,

In evaluating the availability of sufficient water supply, the PPEC Project development
proponents will be required to participate in the development ol alternative water supply
project(s). This can be achieved through payment of the New Water Supply Fee adopted by
the OWD Board in May 2010, These water supply projects are in addition to those identified
as sustainable supplies in the current Water Authority and MWD 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, cnvironmental, legal, and other
challenges that impact water source supply conditions, such as the court rulings regarding the
Sacramento-San Joaguin 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. The OWD water supply development program inciudes but is
not limited to projects such as the Middle Sweetwater River Basin Groundwater Well project,
the North District Recycled Water Supply Concept, the OWD Desalination project, and the
Rancho del Rey Groundwater Welt project. The Water Authority and MWD’s next forecasts
and supply planning documents would capture any increase in water supplies resulting from
any new water resources developed by the OWD.

The OWD acknowledges the ever-present challenge of balancing water supply with demand
and the inherent need to possess a flexible and adaptable water supply implementation
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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 climate, environmental, and legal challenges so that they may continue to
provide water supplies to their service areas. The regional water suppliers along with OWD
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 PPEC
Project, along with existing and other planned development projects within the OWD service
ared.

This WSA Report assesses. demonstrates, and documents that sufficient water supplies are
planned for and are intended to be acquired, as well as the actions necessary and status (o
develop these supplies, to meet projected water demands of the PPEC Project as well as
existing and other reasonably foreseeable planned development projects within the OWD for
a 20-year planning horizon, in normal and in single and multiple dry years.

5]
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Source Documents

California Energy Commission, July 19, 2011 Letter Request for Production of a Water
Supply Assessment.
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Otay Water District, “2008 Water Resources Master Plan Update,” dated November 2010.

Atkins and Otay Water District, “Otay Water District 2010 Urban Water Management Plan,”
June 201 1.

Camp Dresser & McKee, [nc., “Otay Water District Integrated Water Resources Plan,” March
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San Diego County Water Authority, “Urban Water Management Plan 2010 Update,” May
2011.

MWD Water District of Southern California, “Regional Urban Water Management Plan,”
November 2010.

Camp Dresser & McKee, Inc., “Rosarito Desalination Factlity Conveyance and Disinfection
System Project,” June 21, 2010.

PBS&I, "Dralt Otay Water District North District Recyeled Water System Development
Project, Phase T Concept Study,” December 2008.

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

Michael R. Welch, “Middle Sweetwater River System Study Alternatives Evaluation,” May
[993.

Michael R. Welch, "Middle Sweetwater River Basin Conjunctive Use Alternatives.”
September {994,

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,
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Agreement for the Purchase of Treated Water from the Otay Water Treatment Plant between
the City ot 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 Regionat 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 [4 Flow Control Facility
Modification.

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

OTAY WATER DISTRICT

PPEC PROJECT WICINITY MAP

APPENDIX A
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