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EXECUTIVE SUMMARY: 

The purpose of this Board letter is to: (1) discuss conditions under which 
Metropolitan’s conveyance systems would be available for use by others to transport or wheel 
non-Metropolitan supplied water; and (2) highlight the issues to be considered by your Board 
as Metropolitan evaluates its wheeling policy. 

In June 1995, your Board approved the approach of the Integrated Resources 
Planning (IRP) Preferred Resource Mix to achieve Metropolitan’s supply reliability goal. This 
reliability goal implies shortages may occur up to 2 percent of the time. Some member 
agencies have expressed a desire to achieve a higher reliability of supply through wheeling. 

As Metropolitan moves forward with the development of a wheeling policy, 
the following issues will need to be addressed by your Board: 

Ensure MetroDolitan’s Financial and OPeratina Interrritv. The operating integrity of 
Metropolitan’s delivery system should be maintained. The use of the delivery system for 
the transportation of non-Metropolitan supplies (wheeling) should be provided as long 
as there is not reduction in service, either capacity or quality, or adverse impact upon 
rates and charges to any other member agency, now or in the future. 

Ensuring Effective Use of MetroPolitan’s Conveyance Facilities. What conditions should 
be placed on wheeling to ensure the financial and operational integrity of Metropolitan, 
and its member agencies, and prevent the degredation of water qualityP 

Determining the Ap:,rowiate ComPensation. What is appropriate and adequate 
compensation necessary to maintain Metropolitan’s financial and operational integrity, 
as well as that of its member agencies8 

Attachment A is an issue paper presenting a discussion of wheeling. Conditions 
for wheeling, including compensation, will be discussed with the IRP Workgroup and your Board 
before a final recommendation is made. 

DETAILED REPORT: 

In the past, Metropolitan received requests to transport, or wheel, 
non-Metropolitan water on a sporadic basis. Because these requests have been made 
primarily on an emergency basis or to assist agencies in the recent drought, the terms and 
charges for wheeling services varied, with each agreement tailored to the specific situation. 
Since they were developed on a case-by-case basis, a formal set of conditions under which 
wheeling services would be provided was never needed. 

The development of the Integrated Resources Planning (IRP) reliability goal- 
providing less than full reliability all of the time-has concerned some member agencies 
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who are interested in achieving higher reliability, possibly through the procurement of 
non-Metropolitan supplies which would be wheeled through conveyance facilities Metropolitan 
owns or has the right to use. In response to this concern, participants at recent IRP assemblies 
sponsored by Metropolitan urged that the following basic principles be considered by 
Metropolitan to facilitate wheeling. These principles are: 1) the operating integrity of 
Metropolitan’s delivery system should be maintained: and 2) the use of the delivery system 
for the transportation of non-Metropolitan supplies (wheeling) should be provided as long as 
there is no reduction in service, either capacity or quality, or adverse impacts upon rates and 
charges to any other member agency, now or in the future. 

With the IRP assembly principles in mind, staff reviewed the development 
of wheeling services in the water industry as well as the electric and natural gas industries, 
and developed a proposed set of conditions for consideration by your Board, under which 
Metropolitan would provide wheeling services for non-Metropolitan supplies. 

Research conducted by staff and consultants with expertise in wheeling 
indicates that, while the natural gas and electric industries are rapidly evolving to “open 
access” for some customers, regulating authorities are considering and adopting policies that 
protect the financial and operational integrity of the industries and their non-wheeling 
customers: similarly, California statute regarding water wheeling provides for access to unused 
conveyance capacity so long as fair compensation is paid for that use and the rights of others 
are protected. 

Wheeling charges are based on fully recovered costs, including overhead costs. 
Provisions are made to prevent customers from bringing on new loads that might require 
additional facilities without the utility’s knowledge. Regulating authorities have also attempted 
to develop provisions to address potential negative economic impacts of wheeling, including 
“stranded’ investments, which are costs, usually associated with investments in facilities, that 
were made to provide service to a customer who has since abandoned the system or who 
utilizes only the transmission or distribution system. Attachment A is an issue paper presenting a 
discussion of wheeling. 

After considering the wheeling policies of other utilities, legal requirements, and 
the best interests of Metropolitan and its member agencies, a set of conditions for wheeling was 
developed and is included in Attachment A. The proposed conditions would provide for the 
wheeling of water under the following scenarios: 1) non-member agencies wheeling water 
through Metropolitan’s system; 2) member agencies wheeling water into Metropolitan’s service 
area: and 3) member agencies wheeling water to another member agency within 
Metropolitan’s service area. 

The following is an overview of the proposed conditions. 

CaDacttY and Facilities: 

Metropolitan will determine the extent to which excess capacity is available in 
Metropolitan’s system for wheeling, considering the operational limits of the system and 
Metropolitan’s current and projected use of the system. Wheeling of water will be subordinate 
to all uses by Metropolitan, including surplus water sales and deliveries to storage. 

Water Qualii: 

The commingling of wheeled water shall not result in a degredation of the quality 
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of water in Metropolitan’s system, or in the systems of downstream member agencies, nor 
adversely impact Metropolitan’s ability to meet desired water quality parameters. If treatment is 
required, it must meet Metropolitan’s standards: treatment could be provided by Metropolitan, 
at the expense of the wheeling parties. The Director of Water Quality will determine whether 
planned wheeling meets all water quality criteria as established by Metropolitan at the time of 
the wheeling request. 

Financial Integrity: 

Wheeling services will require execution of agreements setting forth the terms 
under which wheeling will be provided. Wheeling will not adversely affect the rates and 
charges of Metropolitan or any non-wheeling member public agency now or into the future. 
The charges for wheeling will ensure revenue adequacy. 

Metropolitan will assume no responsibility or liability for loss of water or delay 
in the delivery of water wheeled for another party. The party for whom water is wheeled 
shall indemnify Metropolitan from all costs and liabilities resulting from claims or litigation. 

ComPensation: 

Charges for wheeling will be based on the amount of water wheeled, in acre- 
feet. The charge will be a uniform rate applied to the quantity of water wheeled, regardless of 
the distance or actual path traveled. The proposed method for computing compensation 
ensures that adequate financial resources are generated to support the IRP Preferred 
Resource Mix. 

Any variable costs, including but not limited to energy costs, are the 
responsibility of the party for which water is wheeled. A fee will be added for any 
scheduling and dispatching services provided by Metropolitan. 

Treatment provided by Metropolitan will be equal to the Treatment Surcharge, 
per acre-foot, in effect at the time of the transaction. If treatment is required in excess of that 
normally provided by Metropolitan, additional charges may be applied. 

The proposed principles are consistent with the requirements of California Water 
Code Sections 1810 through 1814. These sections, frequently referred to as the “Katz wheeling 
legislation” (after the bill’s author, Assemblyman Katz) require water agencies to make available 
up to 70 percent of the otherwise unused capacity in their water facilities to transport 
water so long as certain criteria are met and “fair compensation” is paid for the use. “Fair 
compensation” is broadly defined to include capital, operation, maintenance, replacement, 
and increased power costs. The legislative history accompanying this definition strongly 
indicates it is intended to permit public agencies to remain financially whole in the manner 
proposed in this letter by permitting recovery of all costs associated with making unused 
conveyance capacity available. This is consistent with the statutory language providing that 
mandated water transfers may not result in injury (economic) to any legal user of water. 

A discussion of wheeling is scheduled for the full Board Workshop to be held 
on October 16, 1995, as part of the IRP and water management program evaluation. 
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ISSUE PAPER: 
Wheeling 

Introduction 

Metropolitan is in the process of finalizing its first Integrated Resources Plan (IRP), a 
strategic planning document setting forth a mix of dependable supply resources to meet 
future water demands in cost-effective manner. The reliability goal of the IRP implies that 
shortages may occur up to two percent of the time. 

Some member agencies have expressed a desire to achieve a higher reliability of supply 
through wheeling, which is the transportation of water for others. In response to this 
concern, participants at recent IRP assemblies urged that the following basic principles be 
considered by Metropolitan to facilitate wheeling: 1) the operating integrity of 
Metropolitan’s delivery system should be maintained; and 2) the use of the delivery system 
for the transportation of non-Metropolitan supplies (wheeling) should be provided as long 
as there is no reduction in service, either capacity or quality, or adverse impacts upon rates 
and charges to any other Member Agency, now or in the future. 

To date, Metropolitan’s practices with regard to wheeling have varied. Generally, past 
requests for wheeling involved emergency deliveries, were for a limited duration, and the 
methods used to determine compensation differed greatly. 

A need exists for a formal set of wheeling guidelines and the development of consistent 
conditions under which wheeling services will be provided. For direction, Metropolitan 
reviewed the current state of water wheeling as it has developed in California, as well as 
the practices of the natural gas and electric industries, which also provide wheeling 
services. 

The natural gas and electric industries have been pressured by full service retail customers 
and marketing firms to provide pricing of individual services that traditionally were a part 
of their full service rates. The natural gas industry in California began the process of 
deregulation in the 1980’s; with the passage of the National Energy Policy Act in 1992, the 
US Congress initiated nondiscriminatory access and pricing of electric interstate 
transmission facilities. 

This paper will review in more detail the factors stimulating the need for wheeling by 
Metropolitan; the current state of wheeling by water agencies in California; the recent 
experiences of the natural gas and electric industries; and the economic issues and 
potential impacts of wheeling to Metropolitan, as shown through several potential 
wheeling scenarios. 
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Need for Wheeling 
A number of factors have combined to stimulate the need for wheeling through 
Metropolitan’s facilities, including the development of a spot market for water sales, State 
legislation requiring an agency with excess capacity to wheel, and Metropolitan’s reliability 
goal as reflected in the IN? 

Spot Market Development 

In the last drought, the State Drought Water Bank played a key role in moving water by 
buying from willing sellers (primarily agricultural users) and transferring it based on 
critical needs to urban users. Through the State Drought Water Bank, urban users who 
were willing to pay more for water could avoid the effects of a severe water shortage. 
The amount urban users were willing to pay was sufficient to compensate the agricultural 
users who supplied the water and the agencies who provided the facilities to wheel the 
water. 

The success of the State Drought Water Bank during the recent drought suggests the 
potential for a larger spot market for willing buyers and sellers. Water transfers are now 
regarded as a key factor in matching future water demand and supply. Metropolitan is 
actively pursuing transfer option agreements in the Central Valley and along the Colorado 
River to supply additional sources of water during the next shortage. And some farmers 
are at least considering marketing excess water, the result of land fallowing, improved 
irrigation techniques, and changes in crop patterns, and selling it for profit. 

State Legislation 

A second factor encouraging wheeling was legislation introduced and passed in 1986 by 
Assemblyman Richard Katz. The intent of the legislation was to promote water transfers 
as a nonlitigated solution to move water between willing sellers and buyers. 

California Water Code Sections 1810 through 18 14 require water agencies to make 
available up to 70 percent of the otherwise unused capacity in their water facilities to 
transport water so long as certain criteria are met and “fair compensation” is paid for the 
use. “Fair compensation” is broadly defined to include capital, operation, maintenance, 
replacement and increased power costs with reasonable credit to be given for offsetting 
benefits. Stated differently, ‘fair compensation” is not limited to the incremental costs 
caused by the use of unused capacity. As long as agencies have “substantial evidence” to 
support their determinations and have acted in a “reasonable manner,” the agencies are 
given considerable discretion in determining the “reasonable charges” which should be 
included in “fair compensation. ” 

The legislative history accompanying this definition strongly indicates that it is intended to 
permit public agencies to remain financially whole by permitting recovery of all costs 
associated with making unused conveyance capacity available. This is consistent with the 
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statutory language providing that mandated water transfers may not result in injury 
(economic harm). 

Metropolitan’s IRP Reliability Goal 

A third factor stimulating the need for wheeling is Metropolitan’s IRP reliability goal. 
Metropolitan expects a supply shortage may occur up to two percent of the time. IRP 
assembly participants endorsed the goal as a reasonable balance between cost and level of 
service. 

Metropolitan is pursuing water transfers in the Central Valley to achieve the reliability 
goal. Metropolitan does not believe it is prudent planning to assume that, during a severe 
drought, enough water could be obtained through transfers at reasonable prices to meet 
100 percent of demands. Therefore, shortages are expected to occur. 

Some member agencies have expressed a desire to have a higher reliability of supply, and 
their customers may be willing to pay even higher prices to improve supplies during a 
shortage. These transfers would probably be delivered via the State Water Project 
facilities and/or Metropolitan’s distribution system, necessitating wheeling by 
Metropolitan. 

Wheeling in the Water, Electricity and Natural Gas Industries 
Water wheeling as it exists in California has been accommodated by governmental and 
public agencies, such as the Department of Water Resources (DWR) or various water 
districts. Activities of these governmental and public agencies are not under the 
jurisdiction of state or federal commissions, and for this reason the evolution of water 
wheeling has been erratic. Investor-owned utilities in the electric and natural gas 
industries have long provided wheeling services in their respective industries. Investor- 
owned utilities come under the jurisdiction of state and federal commissions, and 
therefore, conditions under which wheeling has been provided have developed in a more 
controlled manner and are well documented. 

Wheeling in the Water Industry 

Wheeling of water in California has primarily occurred within the agricultural community, 
and often involves farmers who have operations in two different water districts. 
Generally, formal wheeling policies have not been in place, but agencies providing 
wheeling services have acted to protect the financial integrity and water supplies of their 
customers. A discussion of the wheeling policies of the DWR and Metropolitan follows. 

The DWR has wheeled water through State Water Project (SWP) facilities on an 
interruptible basis for non-SWP contractors, particularly during the recent drought. The 
DWR does not assign priority to these deliveries, but rather attempts to equitably address 
all requests from non-SWP contractors. In order to respond to wheeling requests, the 
DWR requires information pertaining to the transfer, and then will evaluate the 

3 



, Attachment A 

conveyance needs of SWP contractors, project operations, and other commitments before 
making arrangements to wheel. The DWR has, in certain instances, modified SWP 
operations in order to accommodate wheeling requests.’ 

Wheeling rates for non-SWP contractors are calculated from data used in developing 
contractors’ charges for the year the water is wheeled. Annual wheeling rates include: 1) 
capital and minimum operations, maintenance, power and replacement (OME%R) 
equivalent unit transportation costs for the aqueduct reaches used; 2) the portion of the 
Delta Water Rate associated with capital and minimum costs of California Aqueduct 
reaches 1, 2A, 2B, and 3; 3) variable replacement costs; and, 4) fish agreement costs. For 
1993, the costs for items 1 and 2 to Reach 28J (Lake Per-r-is) were $365.66 and $5.20, 
respectively.2 

The charges may also include administrative fees to cover the DWR’s costs for preparation 
and execution of a wheeling agreement, as well as other fees. 

Metropolitan has provided wheeling services primarily on an emergency basis or to assist 
agencies in the recent drought. With the exception of the 1993 Castaic agreement, the 
amounts of water wheeled have been small, the durations limited, and the compensation 
quite varied. A synopsis of wheeling agreements from the last twenty years is provided in 
Exhibit A. 

Metropolitan has provided wheeling through the Colorado River Aqueduct (CRA) and its 
distribution system. The longest running agreement, from 1972 to 1983, provided 
emergency water to the City of Tijuana. Metropolitan was compensated for use of its 
diversion and conveyance facilities, other expenses, pumping costs, water treatment, and 
loss of energy generated at Parker Dam Power plant. Water was again wheeled in 1989 
and 1992. 

Metropolitan has also wheeled water only through its in-basin distribution system. The 
terms--duration, amount of water wheeled, and compensation--have varied. In some 
cases, charges represented costs of power, water treatment, conveyance, storage, and 
incidental water losses. In other cases, only incremental capital, operations, and 
maintenance costs were computed based on the facilities used. 

The 1993 Castaic Lake Water Agency (CLWA) agreement is also different. The 
agreement provides for joint sharing of a segment of the Foothill Feeder to control the 
transportation of State Project Water to CLWA’s treatment plant. Volumes of water 
transported will be increased in three stages up to a maximum of 140 cubic-feet-per- 
second. Metropolitan has the right to curtail or suspend deliveries for maintenance or 
operation of its facilities; concerning liability, indemnification and suspension of deliveries 
and system interconnections, CLWA is expected to abide by the Administrative Code 
provisions (Sections 4502 through 4503 and 4800 through 4803) as if they were a 
member agency. The agreement lasts until the expiration of Metropolitan’s or Castaic 
Lake’s State contract (whichever expires first). Compensation was paid in an up-front 
lump sum. 

There may be many reasons why past wheeling conditions have varied. First, 
Metropolitan has not adopted a standard set of wheeling. Second, the agreements were 
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prepared by different groups in the organization over a wide time span, and they reflect 
different viewpoints on ratemaking and how wheeling might impact Metropolitan. 

Electric lndus try 

The electric industry provides network and point-to-point wheeling services to other 
electric utilities. Network wheeling service is provided on transmission level facilities 
within the utility’s control area3. Where network service is provided, the charge is based 
on a proportionate share of the total system costs, as facilities are interconnected and 
interdependent and their functions cannot be segregated. A uniform rate is applied to all 
units wheeled regardless of the distance or actual path the electricity is traveling. 

In contrast to network wheeling, wheeling can also be provided on radial lines. As the 
name suggests, radial lines extend out from the utility’s control area and are isolated from 
the utility’s control area so that they are non-integrated with the networked system. Radial 
lines often interconnect to key interchange points, known in the industry as “hubs,” or to 
generating plants. In these instances, the wheeling charge can be based on the specific 
path used. These point-to-point rates generally exist only for the transmission of 
electricity over very long distances. 

Distribution system wheeling is not widespread. Electric utilities have acted to avoid the 
displacement of sales and retain retail loads by simply refusing to wheel. 

The charges for interstate wheeling are under the jurisdiction of the Federal Energy 
Regulatory Commission (FERC). Intrastate wheeling charges by investor-owned utilities 
are under the jurisdiction of the state public utilities commissions. Charges include 
operation and maintenance expenses (fixed and variable), assigned overhead, capital 
(depreciation), and interest on debt and a return to the utility for the total equity capital 
employed to finance physical facilities (or ‘return on rate base’). The costing 
methodology most often employed to develop the charge uses historical, or embedded, 
costs. 

In 1992, Congress passed the National Energy Policy Act (EPA). The intent of this Act 
was to initiate nondiscriminatory access and pricing of electric interstate transmission 
facilities; by opening up transmission facilities, the generation market would become more 
competitive, and costs to consumers would decrease. The FERC’s response to EPA was a 
recently issued Notice on Proposed Rulemaking (NOPR), which will drastically reshape 
the electricity industry. The Rulemaking promotes competition through open access to 
transmission. Open access implies that a utility that owns or operates transmission 
facilities used for the sale of electricity at wholesale must offer the same service at the 
same price to others as it would provide itselc in other words, if a utility is charging others 
2.5 mills ($0.0025) to wheel one unit of electricity (a kilowatt-hour), it must charge itself a 
comparable amount when pricing its own service. 
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Natural Gas Industry 

The natural gas industry began the process of deregulation and “unbundling” of services in 
the 1980’s. The deregulation of the gas pipeline industry in the early 1980’s created a spot 
market for natural gas. In California, certain customers of retail gas companies were 
recently given open access options, necessitating wheeling at the transmission and 
distribution system levels. 

Interstate transportation is under the jurisdiction of the FERC, which requires the use of 
the ‘Straight-Fixed\Variable” (SFV) rate methodology to compute pricing. Under SFV, 
100% of the fixed transportation costs are allocated to a capacity (maximum demand at a 
point in time) charge and only variable costs are recovered under the variable (supply) 
component. This method of ratemaking increases the costs to low load factor customers 
(those customers who have poor facility utilization) because most costs are fixed. 

Interstate transportation can be priced for point-to-point service between transaction 
‘hubs,” or it can also be priced by zones. The pricing has developed this way because of 
the long distances natural gas is transported. For example, natural gas used in California 
originates in Texas or Canada. Ancillary services such as temporary storage, or ‘parking”, 
and loaning of natural gas to balance supply and demand are offered at additional costs. 

Intrastate transmission is under the jurisdiction of the California Public Utilities 
Commission. In California, contracts for use of the local distribution system specify either 
maximum annual or seasonal quantities of natural gas that can be delivered based on the 
customer’s previous usage. This prevents customers from bringing on new load without 
the local distribution company’s knowledge. The contracts usually specify minimum 
purchase requirements for partial requirements service. The minimum volume provides 
greater revenue certainty. The minimums are waived for full requirements service. 

Transportation of natural gas at the distribution system level is charged a uniform rate for 
all units. As an example, Southern California Gas Company takes delivery of natural gas 
at the state border; &om there, the cost to transport natural gas is the same per unit 
regardless of the actual distance traveled. This is akin to the network transmission service 
provided in the electricity industry. 

Short-term storage is available at the local distribution system level in Southern California 
for a relatively small charge. The total amount of storage provided monthly is equivalent 
to three days of supply and provides flow regulation, rather than long-term storage. 

Summary of Similarities and Differences between the Electric, Natural Gas 
and Water Industries 

The water industry is similar to the natural gas and electric industries in that large capacity 
transportation facilities bring the supply to a distribution network of smaller capacity 
pipelines. The sizing of facilities is impacted by seasonal use as well as the need to meet 
peak requirements. The existing interconnection of large transportation facilities suggests 
that “hubs” could develop in the water industry as well. 
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The water industry differs from the natural gas and electric industries in a number of ways 
that affects wheeling. Operationally, water quality is a significant issue affecting the 
movement of water. The water industry is made up of multiple layers of water purveyors, 
so the distribution systems are much more fragmented. Institutionally, a system of rigid 
laws governs water use in California, impeding the transferring of water fkom one area to 
another. 

The movement to open access has profoundly changed the natural gas industry and will 
change the electric industry. Utilities in these industry previously operated under a 
regulatory compact. Under this compact, vertically integrated utilities offered a full 
service product to all customers in exchange for monopoly powers in a service area. 
Under open access, electric generation and natural gas production compete in an open 
market. Interstate transmission facilities will be under the jurisdiction of the FERC 
providing open access, and intrastate distribution facilities will be under the jurisdiction of 
the state commissions. The monopoly power that electric and natural gas companies had 
will no longer exist; drastic restructuring of their operations has and will result. Pricing 
will also require a fundamental overhaul. 

In both industries, stranded investments (costs, usually investments in facilities, associated 
with providing service to a customer who has abandoned the system, or utilizes only the 
transmission or distribution facilities) are a major issue in moving to open access. The 
FERC allowed pipeline companies to charge a portion of stranded costs from restructuring 
to departing customers. The FERC has indicated in the NOPR that recovery of stranded 
costs of electric utilities should also be permitted, including a reasonable rate of return, 
and that the direct assignment of such costs to departing users (an exit fee) is an 
appropriate method of full recovery. 

Economic Issues and Impacts of Wheeling 
Wheeling has potential negative impacts to Metropolitan and its member agencies if 
conditions under which wheeling is provided, including compensation, are not carefully 
crafted. Negative impacts could include reduced system reliability, degraded water 
quality, stranded investments, and impaired financial integrity. 

The basic principles urged at the IRP assemblies--the operating integrity of Metropolitan’s 
delivery system should be maintained, and the use of the delivery system for the 
transportation of non-Metropolitan supplies (wheeling) should be provided as long as 
there is no reduction in service, either capacity or quality, or adverse impacts upon rates 
and charges to any other Member Agency, now or in the future--helped guide the set of 
conditions under which wheeling will be provided. These conditions are included as 
Exhibit B. 

Long-term reliability was the highest priority for evaluating potential alternative resource 
mixes in the IRP process. Ensuring reliability of Metropolitan’s delivery system to meet 
member agency demands was recognized in the conditions by prioritizing deliveries, so 
that wheeled water is lower in priority to Metropolitan deliveries, and by limiting use of 
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unused capacity to 70 percent, consistent with California statute. In addition, system 
maintenance and emergency deliveries will not be adversely affected by wheeling. To 
maintain adequate capacity for Metropolitan deliveries, wheeling requests must be 
scheduled in advance with Metropolitan’s Operations Division and flow regulating 
facilities may be required when wheeled water is introduced to Metropolitan’s system. 

To protect Metropolitan’s water quality, and that of downstream member agencies, 
wheeled water cannot diminish Metropolitan’s ability to meet water quality regulations, 
aesthetic standards such as taste and odor, and management of the system blend. The 
Director of Water Quality will be responsible for determining whether wheeled water 
meets all water criteria as established by Metropolitan at the time the wheeling occurs. 

The financial and operational soundness of Metropolitan and its member agencies depends 
on adequate revenues to cover expenses. Stranded investments, as mentioned earlier, are 
investments, usually in facilities, associated with providing service to customers who have 
abandoned the system, either entirely or partially. Metropolitan has considerable 
investments in facilities and programs that would be at risk if wheeling resulted in 
displaced sales, including the SWP, the current Capital Improvement Program (CIP), and 
water management programs. These types of investments, particularly the CIP and water 
management programs, would not be undertaken by a utility in an environment of open 
access because there would be no way to recover their cost except to increase pricing to 
remaining customers. 

This issue of stranded investments and’ higher costs to remaining customers conflicts with 
the assembly principle that wheeling should not in any way adversely affect the rates and 
charges of Metropolitan to its Member Agencies, now or into the future. To protect all 
other Member Agencies from adverse impacts, conditions affecting financial integrity and 
compensation were addressed. Metropolitan’s charges for wheeling will ensure adequate 
revenues. Contracts will be required setting forth the financial responsibilities of the party 
requesting wheeling. Losses and all additional costs incurred to provide wheeling, 
including energy, treatment, and any scheduling and dispatching fees, are the responsibility 
of the party requesting wheeling. Wheeling charges will be assessed on the amount of 
water wheeled, measured in acre-feet and will be the same for Member Agencies, 
subagencies, and non-Metropolitan agencies. 

Compensation 

The objectives of pricing can be varied and are often conflicting. Pricing can meet the 
financial needs of the utility for revenue requirement, discourage wasteful use and 
encourage use that is economically justified, and fairly apportion the costs of providing 
service to the beneficiaries. 

To date, Metropolitan has priced water to recover costs on the basis of primarily a 
volumetric rate, stated in dollars per acre-foot. No attempt has been made to recover 
costs by pricing based on other factors, such as maximum demands or facility 
requirements. In the absence of totally unbundling services and fundamentally 
restructuring existing pricing, one fair pricing method is known as the Equivalent Margin 

8 



a 
\ 

. Attachment A 

methodology. This approach, which has been used in the electric and gas industries, 
ensures the financial needs of Metropolitan are met and member agencies are protected 
from undesirable rate impacts by providing the same level of revenues to Metropolitan that 
a water sale would provide, less the avoided costs associated with not providing an 
increment of water. Since the cost of water to Metropolitan is essentially zero, avoided 
costs are basically electricity for pumping and some small charges on the SWP. 

Several assumptions provide the framework for developing the wheeling charge. The first 
assumption is that Metropolitan will continue to use a full CRA to meet demands; this 
infers that, for all practical purposes, excess capacity on the CRA does not exist. The 
second assumption is that the SWP is the most likely path for wheeling of water 
originating from outside Metropolitan’s service area. 

The third assumption is that the wheeling charge on a per-acre-foot basis will be uniform, 
regardless of how far the water is actually wheeled, because Metropolitan’s system 
operates as an interconnected, interdependent network. Excess capacity may exist in the 
distribution system because of the way a seemingly unrelated portion of the distribution 
system is operated. Also, Metropolitan expects in-lieu, or exchange, deliveries to occur: 
water may be introduced into the system for “delivery” that could not physically occur. 
This could happen because Metropolitan’ distribution system operates to move water 
North to South and East to West. Rather than follow an actual path, which may be 
physically impossible, Metropolitan would accept the water and deliver water from 
another source. 

The Equivalent Margin methodology is proposed because Metropolitan cannot know 
whether a unit of water wheeled for a Member Agency would offset a sale Metropolitan 
would otherwise have made. By eliminating only avoided costs, the costs of the CIP, 
SWP, and water management programs are recovered, and potentially adverse impacts to 
the rates and charges to any other non-wheeling Member Agency are avoided. The charge 
is not discriminating, as it applies to all transactions in an equal fashion. 

Other advantages of the Equivalent Margin methodology include its simplicity and ease of 
administration. It also minimizes stranded investments and ensures the financial integrity 
of Metropolitan and its member agencies. Additionally, it has been used in other 
industries where rates have not addressed unbundled services. 

For example, using this method to determine a wheeling rate for fiscal year 1995-96 
results in: 

Effective rate, per AF $380 

Less: SWP avoided energy costs $ 90 
Other avoided costs $ 5 

Untreated Wheeling Rate, per AF $285 

SWP avoided energy costs are based on weighted average costs of $80 per acre-foot to 
deliver Project water to the West Branch and $110 per acre-foot to deliver Project water 
to the East Branch, weighted by deliveries for the five-year period of 1990 through 1994. 
Other avoided costs are based on fish losses through the Banks Pumping Plant of $1 per 
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acre-foot and a replacement component charge of $4 per acre-foot. This wheeling charge 
does not consider treatment costs. 

Scenarios are presented showing the effect of the wheeling charge on a wheeling 
transaction for a non-member agency wheeling through Metropolitan’s service area, a 
Member Agency wheeling from outside Metropolitan’s service area to a Member Agency, 
and one Member Agency to another Member Agency. 

Scenario 1: Non-Member Agency 

For purposes of illustrating the application of the wheeling charge, a non-Member Agency 
could request delivery of wheeled water through the CRA and Metropolitan’s distribution 
system. 

The total wheeling charge from Metropolitan, based on 1995-96 rates, would be $285 per 
acre-foot plus an estimated $40 per acre-foot for pumping through the CRA, plus any 
dispatching fee as determined by Operations. 

From Metropolitan’s perspective, Metropolitan is protected as adequate revenues are 
generated to protect its financial integrity. 

Scenario 2: Member Agency Purchases Non-Metropolitan Supplied Water 

As an example, a Member Agency could purchase a water transfer option from a Central 
Valley farmer. If the Member Agency approached Metropolitan for wheeling, the water 
would be wheeled through the California Aqueduct to one of Metropolitan’s turnouts, then 
wheeled through Metropolitan’s distribution system. 

The total wheeling charge from Metropolitan, based on 1995-96 rates, would be $285 per 
acre-foot plus an estimated $110 per acre-foot for pumping on the East Branch or $80 per 
acre-foot for pumping on the West Branch, plus $5 for other variable SWP costs, plus any 
dispatching fee as determined by Operations. 

Assuming a water shortage existed and the price for the water was $250 per acre-foot, the 
total cost of the water at delivery would be $620 to $650 per acre-foot, plus any 
dispatching fee. 

From Metropolitan’s perspective, the transaction would probably increase revenues if 
water was unavailable from Metropolitan; if Metropolitan did have supplies and the 
wheeling offset a Metropolitan sale that would otherwise have occurred, Metropolitan is 
protected financially. 

From the Member Agency’s perspective, the cost of water is reasonable if their supply 
reliability is improved and their constituents are willing to pay ever higher amounts for 
water to avoid severe shortages. 

Scenario 3: Member Agency to Member Agency 

One Member Agency may have stored water in an underground basin for later use by 
another Member Agency. When needed in a shortage, the water would be pumped and 
delivered through Metropolitan’s distribution system. Depending on the locations of the 
Member Agencies involved in the wheeling transaction, an in-lieu delivery might be made. 
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The total wheeling charge from Metropolitan, based on 1995-96 rates, would be $285 per 
acre-foot, plus any dispatching fee as determined by Operations. 

From Metropolitan’s perspective, the transaction would probably increase revenues if 
water was unavailable from Metropolitan; if Metropolitan did have supplies and the 
wheeling offset a Metropolitan sale that would otherwise have occurred, Metropolitan 
may be protected financially. 

From the receiving Member Agency’s perspective, the cost of water is reasonable if their 
supply reliability is improved and their constituents are willing to pay ever higher amounts 
for water to avoid severe shortages. 

Wheeling During Supply Shortages 

An issue has been raised with using the proposed pricing methodology during periods 
when Metropolitan experiences supply shortages. It has been’ suggested that when 
Metropolitan does not have adequate supplies to meet demands that member agencies 
desiring wheeling of additional imported supplies should pay less than a full wheeling rate. 
The use of such an alternative pricing methodology could be tied to the proposed Water 
Supply and Drought Management Plan. 

Conclusion 
Dramatic changes are occurring in the electricity and natural gas industries. The interest 
in an “open market” is affecting the water industry as well. The growing constraint of 
inadequate water supplies is forcing water utilities to look for supply alternatives, which 
often require wheeling services. 

The financial and operational integrity of Metropolitan is critical to the success of the RP, 
the CIP, and proposed water management programs. The wheeling services proposed by 
Metropolitan in this paper protect its financial and operational integrity while meeting the 
requirements of the California Water Code. The proposed service does not encourage the 
displacement of Metropolitan sales, and allows those agencies desiring higher reliability to 
have access to Metropolitan’s conveyance facilities during supply shortages. 
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Synopsis of Previous Metropolitan Wheeling Agreements 
The following section provides a synopsis of previous wheeling agreements. Agreement 
terms discussed include duration, facilities to be used, and the derivation of compensation. 
Agreements for exchanges, which are characterized by mutual benefits being derived by 
the involved parties, are not discussed. 

1993 Castaic Lake Water Agency Agreement 

The agreement provides for joint sharing of conveyance facilities to control the transport 
of State Project Water to Castaic Lake Water Agency’s (CLWA) treatment plant through 
the Foothill Feeder. Volumes of water to be transported will be increased in three stages, 
and the agreement lasts until Metropolitan’s or CLWA’s State Contract expires. 
Metropolitan has the right to curtail or suspend deliveries for maintenance or operation of 
its facilities; concerning liability, indemnification and suspension of deliveries and system 
interconnections, CLWA is expected to abide by the Administrative Code provisions 
(Sections 4502 through 4503 and 4800 through 4803) as if they were a member agency. 

Compensation was for a capacity fee that represented a proportionate share of the 
depreciated replacement costs of the existing Foothill Feeder and the construction of a 
service connection. This fee was paid in a lump sum of $8,804,079.49. No other 
compensation was paid by Castaic Lake. 

1992 Tijuana Agreement 

Emergency deliveries were made to Tijuana between October 7 and 10, 1992. The 
amount of water delivered was 240 acre-feet. Metropolitan wheeled through the 
Colorado Aqueduct, with treatment at the Skinner plant, to the terminus of Metropolitan’s 
distribution system at the point of interconnection with the San Diego County Water 
Authority (SDCWA). 

Metropolitan was compensated for: 1) the use of its existing diversion and conveyance 
facilities, loss of its share of energy generated at Parker Dam Power plant, and other 
expenses; 2) the use of electrical energy to deliver the water; and, 3) water treatment. The 
total charge in fiscal year 1992-93 was $16 1.69 per acre-foot. 

The Colorado River Aqueduct was at full capacity at the time the Tijuana water was 
diverted. Diversion of an equal amount of Colorado River water for Metropolitan’s use 
was deferred by the Bureau of Reclamation. 

1990 Santa Barbara Agreement 

Metropolitan provided wheeling for the Santa Barbara County Flood Control and Water 
Conservation District from Castaic Lake to Calleguas MWD through the West Valley 
Feeder. The contract length was two-years (calendar years 1991 and 1992) with up to 
7,200 acre-feet of State project water wheeled on an as-available basis. 
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Metropolitan’s wheeling charge was $97 per acre-foot, with rate increases expected on 
July 1, 1991 and July 1, 1992. The charge represented the “fair and reasonable charge(s)” 
for use of Metropolitan’s costs of power, water treatment, conveyance, storage and 
incidental water losses. 

1990 Tijuana Agreement 

Emergency deliveries were made to Tijuana between May 25 and June 2, 1989. Total 
water delivered was 3 00.7 AF (323.3 AF before losses). Metropolitan wheeled through 
the Colorado Aqueduct, with treatment at the Skinner plant, to the terminus of 
Metropolitan’s distribution system at the point of interconnection with the San Diego 
County Water Authority (SDCWA). 

Metropolitan was compensated for: 1) the use of its existing diversion and conveyance 
facilities, loss of its share of energy generated at Parker Dam Power plant, and other 
expenses; 2) the use of electrical energy to deliver the water; and, 3) water treatment. The 
total charge in fiscal year 1988-89 was $15 1.15 per AF. 

1985 City of Needles Interim Water Supply Agreement 

The Coachella Valley Water District (CVWD) agreed to modify the operation of its 
groundwater storage program to provide the City of Needles with a temporary 
supplemental water supply. Under the agreement Metropolitan diverted 10,000 acre-feet 
of surplus Colorado River water and wheeled it to the Desert Water Agency-Coachella 
Valley Water District service connection. CVWD stored the water in the groundwater 
basin. When Needles’ water demands exceeded its supplies, it “drew on the stored water” 
by increasing its consumption of Colorado River water. Metropolitan in turn reduced its 
exchange deliveries to CVWD, required under another agreement, in that year. 

Needles paid Metropolitan’s pumping costs of $7.50 per acre-foot in the year the water 
was exchanged. 

1977 Castaic Lake Water Agency Agreement 

Metropolitan provided emergency service to deliver Castaic Lake Water Agency’s State 
project entitlement through the Foothill Feeder during the 1977 drought. 

Compensation included a $13.50 per acre-foot wheeling charge, believed to be based on 
the incremental capital, operations, and maintenance costs of about 7 miles of the Foothill 
Feeder. 

The agreement duration was short, allowing delivery of State project water while Castaic 
completed construction of necessary distribution facilities. 

1972-83 Tguana Agreement 

The agreement was entered into in June, 1972, and extended through amendments until 
terminated in August, 1983. 

When the City of Tijuana required emergency water supplies, Metropolitan wheeled a 
portion of Mexico’s Colorado River water through the Colorado River aqueduct and 
Metropolitan’s distribution system, with treatment at the Skinner plant, to the terminus of 
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Metropolitan’s distribution system at the point of interconnection with the San Diego 
County Water Authority (SDCWA). 

The wheeling charge included: 1) capital and fixed operating costs for delivery of 
Colorado River water to Lake Mathews; 2) capital and fixed operating costs for 
Metropolitan’s distribution system; and, 3) variable operating costs for pumping of 
Colorado River water. 

The total charge in 1983 was $48.20 plus the actual cost of energy required to deliver 
water plus the treatment charge then applicable, for a total Metropolitan charge of $67.20. 
A total of 808 acre-feet of water was delivered to the border in 1976. 
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Conditions for Wheeling of Water 

This paper sets forth a proposed set of conditions under which Metropolitan 
would facilitate the transportation of water, known as “wheeling”, through unused 
conveyance facilities it owns or has the right to use. The proposed conditions 
for wheeling by Metropolitan are categorized into four broad areas: the 
availability of capacity in conveyance facilities, the quality of water to be 
wheeled, the maintenance of Metropolitan’s financial integrity, and 
compensation. 

In developing this set of conditions, Metropolitan relied on the practices and 
approaches which have guided the electric and gas industry through similar 
situations, and the basic principles urged for consideration by participants at 
recent Integrated Resources Planning assemblies. These principles are: 1) that 
the operating integrity of Metropolitan’s delivery system should be maintained; 
and 2) the use of the delivery system for the transportation of non-Metropolitan 
supplies (wheeling) should be provided as long as there is no reduction in 
service (capacity or quality), or adverse impact upon rates and charges to any 
member agency, now or in the future. 

Capacity and Facilities: 

1. Metropolitan will accommodate wheeling of water in conveyance systems 
it owns or has the rights to use, through the use of up to 70% of any 
excess capacity, based on the following priority of use: 
a. Metropolitan supplies to its member agencies for firm deliveries, 

seasonal shift, groundwater replenishment, and long-term storage or 
regional storage in Metropolitan’s facilities. 

b. Metropolitan supplies sold to the United States or the State of 
California, or to an electrical utility or non-member agency (as 
specified in Section 131 of the Metropolitan Act). 

c. Non-Metropolitan supplies to a member agency; if Metropolitan 
receives competing requests, the request received first will have 
priority. 

d. Non-Metropolitan supplies to an agency outside of Metropolitan’s 
service area. 

2. Adequate capacity must exist in Metropolitan’s conveyance systems (the 
Colorado River Aqueduct system and Metropolitan’s distribution system), 
as necessary, to wheel non-Metropolitan water. Neither Metropolitan nor 
its member agencies should be adversely affected in terms of use of 
Metropolitan’s conveyance systems by wheeling water for others. 

3. Ability to wheel will be determined solely by Metropolitan for Metropolitan- 
owned facilities. 
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4. Within applicable State law and State Water Service Contract provisions, 
the ability to wheel through State Water Project facilities will be 
determined by the Department of Water Resources, which has 
considerable discretion in scheduling of water deliveries to ensure no 

5. 
impacts to State Water Project operations and supplies. 
Ability to shutdown facilities for periodic maintenance will not be 
adversely affected by wheeling. 

6. Availability of Metropolitan facilities for wheeling will be subordinate to the 
requirements of Metropolitan’s operating targets, such as reservoir 
storage levels. 

7. While trying to provide adequate notice, availability of Metropolitan 
facilities for wheeling may be withdrawn upon notice should conditions 
require use of the facilities by Metropolitan. 

8. Availability of Metropolitan facilities for wheeling may be withdrawn upon 
notice in an emergency, as determined solely by Metropolitan. 

9. 
Metropolitan will notify affected parties as soon as practicable. 
When wheeled water is to be introduced into Metropolitan’s system, 
facilities shall be included to permit adequate flow regulation so as to not 
adversely affect Metropolitan’s operation of its facilities. This would 
generally mean the provision of necessary flow regulation/storage 
facilities to permit control of the rate of inflow to Metropolitan’s system to 
an acceptable degree. 

10. Receipts and deliveries of water wheeled through Metropolitan’s facilities 
must be scheduled at least three days in advance with Metropolitan’s 
Operations Division. The Operations Division will be responsible for 
coordinating the dispatching of water for wheeling. 

1 I. Construction of a service connection to wheel water, if required’ will be 
paid by the agency for whom water is wheeled, and will be designed and 
constructed by Metropolitan. 

Quality: 

1. The wheeling of water for other agencies shall not affect Metropolitan’s 
ability, or that of downstream member agencies, to meet desired water 
quality parameters such as water quality regulations’ aesthetic standards, 
and management of the system blend. 

2. The wheeling of groundwater or surface water through Metropolitan’s 
system as part of a wheeling arrangement shall meet all water quality 
criteria as established by Metropolitan at the time wheeling occurs. 
Current criteria are described in the most recent draft of “Proposed Water 
Quality Criteria for Placing Groundwater into Metropolitan’s System.” 
These criteria will be revised from time to time to reflect changing 
regulations and water quality criteria. Additionally’ Metropolitan’s system 
has not been permitted by the Department of Health Services (DHS) to 
convey any outside source of water (surface water or groundwater). 
Consequently, if any entity desires to wheel groundwater through 
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Metropolitan’s system, such agency shall assist Metropolitan in obtaining 
the required permits from the DHS, and any associated costs, including 
Metropolitan staff time, will be the responsibility of the wheeling parties. 
Issuance of the permit by the DHS and approval by the Director of Water 
Quality are required before the wheeling begins. 

3. If treatment of wheeled water is required, whether by request of the 
wheeling parties or due to system constraints, the responsibility to provide 
the treatment belongs to the wheeling parties. The actual treatment 
provided must meet Metropolitan’s requirements and could be provided 
by Metropolitan, at Metropolitan’s discretion so long as Metropolitan 
determines that it will not impair its operations, at the expense of the 
wheeling parties. Treatment of wheeled water shall not adversely impact 
Metropolitan’s ability to treat higher priority water. 

4. Metropolitan’s Director of Water Quality shall make the determination as 
to whether any planned wheeling of water will degrade the quality of 
Metropolitan’s source waters or that of downstream member agencies or if 
any planned wheeling meets all water quality criteria as established by 
Metropolitan at the time wheeling occurs. 

Attached is a copy of the most recent draft of “Proposed Water Quality Criteria 
for Placing Groundwater into Metropolitan’s System.” 

Financial Integrity: 

1. 

2. 
3. 

4. 

5. 

6. 

The wheeling of water for any party should not adversely affect the rates 
and charges of Metropolitan or any non-wheeling member agency now or 
into the future. 
Metropolitan’s charge for wheeling will ensure revenue adequacy. 
All wheeling will be available only upon completion of the negotiation and 
execution of contracts for each specific wheeling arrangement, setting 
forth the terms and conditions under which wheeling will occur. 
Agencies desiring to have water wheeled will be responsible for all losses 
of water occurring during the wheeling process. Metropolitan will provide 
reasonable estimates of losses as the information is available, or at the 
time of contracting, whichever is first. Metropolitan reserves the right to 
revise loss information as additional information becomes available. 
Agencies requiring wheeling services may be charged exit fees for 
Metropolitan’s stranded investment attributable to wheeling (stranded 
investments are investments made by a utility, usually in facilities, 
associated with providing service to customers who have left the system, 
either entirely or partially). 
Metropolitan will assume no responsibility or liability for loss of water or 
delay in the delivery of water transported for another party while within 
Metropolitan’s system. The agency for which the water is being wheeled 
shall indemnify Metropolitan from all costs and liabilities resulting from 
claims or litigation of any nature whatsoever resulting from the water 
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being placed into the District’s system and being wheeled and delivered 
from those facilities. 

Compensation: 
Metropolitan shall charge for wheeling as follows: 

1. Wheeling of non-Metropolitan water in Metropolitan’s facilities will be 
charged based on the amount of water wheeled, measured in acre-feet. 
The per-acre-foot charge will be a uniform rate applied to the quantity of 
water wheeled, regardless of the distance or actual path traveled, that 
provides for recovery of all charges that would have been incurred had 
water been delivered by Metropolitan, less avoided costs, as determined 
by Metropolitan. 

2. Wheeling may be provided to Metropolitan member agencies and non- 
member agencies. 

3. For State Water Project wheeling services requested by an agency 
directly from the Department of Water Resources, wheeling charges will 
be determined by the Department of Water Resources. 

4. For State Water Project wheeling services requested by an agency 
through Metropolitan, wheeling charges will be determined by 
Metropolitan. 

5. Energy required to wheel water via the Colorado River Aqueduct or 
Metropolitan’s distribution system will be supplied by Metropolitan at 
incremental cost as determined by Metropolitan; any power or other 
variable costs associated with wheeling via Metropolitan-owned facilities 
are the responsibility of the party requesting wheeling, as set forth in the 
wheeling contract and will be incorporated in the total compensation. 

6. Energy required to wheel water via the State Water Project is supplied by 
the Department of Water Resources; any power or other variable costs 
associated with wheeling via the State Water Project are the responsibility 
of the party requesting wheeling, and will be incorporated in the total 
compensation. 

7. Treatment provided by Metropolitan will be charged on an acre-foot basis 
and will be equal to the Treatment Surcharge in effect at the time of the 
transaction. 
(If treatment is provided by Metropolitan and if the water quality of 
untreated wheeled water is such that it requires treatment on the part of 
Metropolitan in excess of that required for water normally served by 
Metropolitan, to meet regulations or aesthetic standards, additional 
charges beyond the Treatment Surcharge will be applied. Examples of 
costs that would raise the treatment cost include chemicals, additional 
treatment above that required at the time wheeling occurs, residuals 
disposal costs, and additional monitoring costs to sample and analyze for 
contaminants.) 
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8. Agencies desiring wheeling will be charged a fee for scheduling and 
dispatching services. 

.- -. 
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ENDNOTES 

’ Letter from the Department of Water Resources to Kern Coun@ Water Agencv, dated April 27,1995. 
2 Management of the California State Water Pro&t, Bulletin 132-93, September 1994, pp. 278-281, 
Tables B-20B and B-25 
3 A control area is a geographical area where one utility controls scheduling and dispatching of resources 
to maintain system integrity; a control area does not necessarily correspond to a utility’s service area. 
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DRAFT 
-PROPOSED WATER QUALITY 

CRITERXA FOR PLACING GROUBJDWATER INTO 
METROPOLITM'8 SYSTEM 

January 20, 1995 

Guidina PrinciBles 

MetropolitarFs water quality goal in accepting 
groundwater into its system is to minimize any increase in the 
level of constituents that may have adverse effects, even at 
levels below the maximum contaminant level. Pursuit of this goal should be balanced with the need for effective regional 
resource management. In no case shall any project result in 
unsafe or aesthetically unacceptable water being served. 
Groundwater placed.into Metropolitan's system shall: 

l Be contingent upon Metropolitan obtaining the 
required amendment to its operating permit from the 
Department of Health Services; 

l Not exceed present and future, primary or secondary 
drinking water standards nor cause unsatisfactory 
aesthetic quality; 

l Comply with the minimum system-wide requirements 
cited below; 

/ 
l Comply with special precautions required by 

Metropolitan for State and federal Superfund sites 
or other contaminated groundwater sourcea; 

l Not adversely affect downstream Metropolitan and 
‘member agency water supply functions including but 
not limited to potable, blended, and reclaimed 
operations; 

l Be contingent upon review by downstream member 
agencies and their public which may consume the 
water. 

Metropolitan will periodically reevaluate this 
policy to consider changes in drinking water guidelines, such 
as if there are new State regulations on recommended public 
health goals. 

Mini.mIUn System-wide Requirements 

1. Treatment 

a) Water Quality conditions vary widely between 
groundwater basins and even from well to well within the same 



basin. By necessity, 
significantly. 

treatment requirements will also vary 
The two main variables are: (1) Whether the 

groundwater will be discharged to Metropolitan's raw water 
facilities or to its treated water distribution system; and 
(2) What is the nature and degree of contamination of the 
groundwater, if any. 

b) Proposed treatment must be rebiewed and approved by 
Metropolitan. 
performance. 

Approval does not constitute guarantee of 
Project sponsors are responsible for compliance 

with performance criteria. 

Cl A clearwell shall be provided with sufficient size 
and baffling to provide a two-hour detention time upstream of 
finished water pipelines to provide for disinfection, 
reliability and operational needs. Less detention time (e.g., 
one hour) may be appropriate in some cases based on an 
analysis of the disinfection and reliability needs. 

2. Water Quality 

a) Constituent concentrations in Metropolitan's 
pipeline shall remain consistent over time (not more than 
10 percent variation caused by introduction of groundwater). 

b. The requirements-cited on Tables 1 and 2 below as 
well as future water quality standards shall be met. 
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TABLE 1 

Water Quality Criteria for Placing Groundwater 
In to Metropolitan’s System 

Criteria 

Corrosion 

Requirement 

AU Pipelines 

l Entry groundwater shall be compatible with Metropolitan’s 
water and cause no significant impact on downstream users 

TDS 

Nitrate 

Arsenic 

Synthetic Organic 
Chemical ( including 
VOCS) 

PH 

Carcinogens 

Taste and Odor 

l Shall not exceed 500 rngfl 

l Shall not exceed 80 percent ofMCL (36 mg/l as nitrate) 

0 Shall not exceed ambient levels of Metropolitan’s water 

l Shall not exceed: 
3 80 percent of MCL 95 percent of the time 
=> 100 percent of MCL 100 percent of the time 

l Site specific 

l If multiple contaminants which are carcinogens are present, the 
California Department of Health Services Carcinogen Hazard 
Index shall not exceed a value of 1 to account for unknowns in 
syner-@stic effects of the multiple chemicals 

l Shall not result in adverse taste or odors as determined by 
Metropolitan’s Flavor Profile Panel 
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TABLE 2 DRAFT 
Water Quality Criteria for Placing Groundwater 

In to Metropolitan’s System 

Criteria Requirement 

Treated Water Pipelines 

Pathogens l Absence of any total or fecal coliform bacteria, viruses, 
protozoan parasites, or other pathogens 

l Heterotrophic plate counts (HPC) shall average less than 10 
colony-forming units (CFU) per milliliter 

l HPC shall never exceed 500 CPU per milliliter 

Turbidity l Design goal less than 0.2 NTU 
l Less than or equal to 0.5 NTU 95 percent of the time. 
l Less than 1 .O NTU 100 percent of the time . 

I 
Disinfection of * 
groundwater entering 

Compatible with Metropolitan’s water 
l 

treated water pipelines 
Conform to new AWAEPA Guidelines for the control of 
Cryptosporidium 

l Continuous, reliable disinfection shall be provided 
l Chlotamines for distribution residual are required except when 

Metropolitan is operating on chlorine during annual switch over 
or other periods. 

l Chloramine residual shall be 1.5 mg/r at 5: 1 chlorine to 
ammonia-nitrogen ratio (or as approved in writing by 
Metropolitan.) 

Color l Shall not exceed 10 color units 

l Shall not be less than 8 
I -_ - Langher lzlaex J l Site Specific 
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3. Monitoring and Reporting 

a) Groundwater monitoring at its point of entry into 
Metropolitan's system shall be as follows: 

i. Automated monitoring of selected contaminants, 
treatment parameters and flow rates shall be 
reported to Metropolitan's control center: 

ii. Constituents regulated under Title 22 of 
California Code of regulations at required 
frequency or more frequently if so determined 
by Metropolitan for case-by-case conditions; 
and 

iii. Additional constituents of concern as 
determined by Metropolitan depending upon 
source groundwater basin water quality. 

b) Groundwater source monitorinq shall be as determined 
by Metropolitan. 

Cl There shall be annual reporting 
source basin water quality: replenishment 

on groundwater 

and influence of surface flow on produced 
sources and amounts, 
groundwater quality. 

4. Operations 

a) Projects shall not diminish Metropolitan% 
operational flexibility. 

b) Metropolitan shall have full control of valves 
controlling groundwater flow into its system and may shut off 
flow for noncompliance with its requirements or any other 
reason significant to District operations. 

Cl Entry groundwater shall not exceed 50 percent of 
minimum flow rate in Metropolitanls pipeline, unless 
additional precautions are adopted. 

5. Responsibilities of Project sponsor 

a) Comply with Metropolitan's criteria: 

b) Comply with all local rules and regulations: 

Cl .Hold Metropolitan harmless and defend Metropolitan 
for noncompliance with agreed criteria: 

d) Be the lead CEQA agency: 

e) Identify and inform downstream member agencies and 
their public of proposed project, and coordinate their 



DRAFT 
CEQA) t and 
comments with Metropolitan during project planning (including 

f) 
the 

Provide Metropolitan with data fully characterizing ' 
source water quality during project planning. 

jwqcri t 

- .-u q-,:- 
. . . : -, .A i, ; .‘ . .i CT 


