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November 21,1997 

To: Board of Directors (Water 

From: .$&- General Manager 

Submitted by: Chief of Planning and Resources 

Subject: Authorize Modifications to the Approved Friant-Kern (Arvin-Edison) Water 
Transfer Program 

RECOMMENDATION 

It is recommended that the Board authorize the General Manager to modify the approved Friant- 
Kern (Arvin-Edison) Water Transfer Program and enter into the proposed agreement, as 
modified, with the Arvin-Edison Water Storage District for a water transfer/storage program. 

EXECUTIVE SUMMARY 

At the June, 1996 Board meeting, the General Manager was given the authority to complete the 
regulatory process and to implement the Friant-Kern Water Transfer Program (Arvin- 
Edison/Metropolitan Program). Subsequently, on October 28,1996, Arvin-Edison and 
Metropolitan filed an application with the Bureau of Reclamation to transfer water in accordance 
with the terms of the CVPIA. Concerns regarding the program arose from members of the Friant 
Water Users Authority and the Central Valley Water Coalition during the subsequent NEPA 
public review period for the application. Ensuing discussions were held between the parties 
which provided an understanding of their respective positions and provided an opportunity to 
resolve the outstanding differences. As a result, Principles of Agreement were developed that 
provide a clear understanding of the issues involved and established the criteria through which 
water transfer programs will be supported in the San Joaquin Valley. 

Based on the Principles of Agreement with the Friant Water Users Authority and the Central 
Valley Water Coalition, the Arvin-Edison/Metropolitan Program and associated agreement 
required modification. The modified program essentially provides Metropolitan with the same 
benefits for the same costs as stipulated under the authorized program, but also takes the 
concerns of the Friant Water Users Authority and the Central Valley Water Coalition into 
consideration. Basically the modifications to the program involve two main aspects: (1) the 
manner in which the Central Valley Project (CVP) water is made available (credit for the new 
yield is a result of the operation of new conjunctive use facilities); and (2) the method by which 
Metropolitan receives a portion of Arvin-Edison’s supplies (through exchange). In addition, a 
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Metropolitan receives a portion of Arvin-Edison’s supplies (through exchange). In addition, a 
minimum program of 250,000 acre-feet (acft) has been established to evenly divide program 
benefits versus financial risks between Arvin-Edison and Metropolitan due to these 
modifications. In summary, the modified agreement with Arvin-Edison contains a number of 
significant provisions designed to make this a win-win program for both parties and provides a 
cost-effective water source. Copies of the modified Arvin-Edison/Metropolitan water 
transfer/storage agreement are available from the Executive Secretary. 

DETAILED REPORT 

Metropolitan’s Integrated Resources Plan has identified the need for 200,000 to 300,000 acft of 
water transfers by year 2010. To avoid potential supply shortages and to ensure reliability, staff 
has been pursuing water transfer/storage programs within several geographic regions in the 
Central Valley. One of these regions, served by the Friant unit of the CVP (located along the 
easterly edge of the San Joaquin Valley), is projected to supply a significant portion of these dry 
year supplies. At the present time, approximately two-thirds of the year 2010 dry year needs will 
be met with the implementation of the Arvin-Edison/Metropolitan Program in conjunction with 
the existing Semitropic Program. 

At the June, 1996 Board meeting, the General Manager was given the authority to complete the 
regulatory process and to implement the Arvin-Edison/Metropolitan Program. Subsequently, on 
October 28,1996, Arvin-Edison and Metropolitan filed an application with the Bureau of 
Reclamation to transfer water in accordance with the terms of the CVPIA. Concerns regarding 
the program arose from members of the Friant Water Users Authority and the Central Valley 
Water Coalition during the subsequent NEPA public review period for the application. Ensuing 
discussions were held between the parties which provided an understanding of their respective 
positions and provided an opportunity to resolve the outstanding differences. As a result, 
Principles of Agreement were developed that provide a clear understanding of the issues 
involved and established the criteria through which water transfer programs will be supported in 
the San Joaquin Valley. 

Based on the Principles of Agreement with the Friant Water Users Authority and the Central 
Valley Water Coalition, the Arvin-Edison/Metropolitan Program and associated agreement 
required modification. The modified program essentially provides Metropolitan with the same 
benefits for the same costs as stipulated under the authorized program, but also takes the 
concerns of the Friant Water Users Authority and the Central Valley Water Coalition into 
consideration. Basically the modifications to the program involve two main aspects: (1) the 
manner in which the Central Valley Project (CVP) water is made available (credit for the new 
yield is a result of the operation of new conjunctive use facilities); and (2) the method by which 
Metropolitan receives a portion of Arvin-Edison’s supplies (through exchange). In addition, a 
minimum program of 250,000 acft has been established to evenly divided program benefits 
versus financial risk between Arvin-Edison and Metropolitan due to these modifications. 

The modified program provides for a minimum of 250,000 acft of water to be stored by Arvin- 
Edison for Metropolitan with a maximum of 350,000 acft allowed to be in storage at any one 
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program. All water regulated for Metropolitan will be available on demand and will be conveyed 
to the California Aqueduct for transport to southern California at a minimum rate of 40,000 acft 
up to a maximum of 75,000 acft in any year. In addition, Arvin-Edison is required to provide 
150,000 acft of its supplies to Metropolitan for regulation. 

The modified agreement with Arvin-Edison contains a number of significant provisions designed 
to make this a win-win program for both parties and to protect Metropolitan’s investment in the 
event of bankruptcy or other problems. The key components of the program are now as follows: 

1. Size ofProgram - The program is capped at 350,000 acft of regulated water at any time. 
The modified agreement calls for a minimum of 250,000 acft of water to be regulated for 
Metropolitan in the Arvin-Edison groundwater basin. As specified in the agreement, the 
water stored in the Arvin-Edison groundwater basin would come from various sources, 
including 150,000 acft of Central Valley Project water. The remaining portion of the 
program would be provided by State Water Project supplies and other water transfers. 
After the initial 250,000 acft level has been reached, additional supplies may be regulated 
at Metropolitan’s discretion. The program is designed to return regulated water to 
Metropolitan, upon demand, at a minimum rate of 40,000 acft up to a maximum of 
75,000 acft in any year (depending on Arvin-Edison’s own use). 

2. Capital Facilities - A total of 520 pond acres of new spreading basins, 15 new extraction 
wells and a 4.3~mile pipeline intertie with the California Aqueduct will be constructed to 
implement the program. Arvin-Edison will finance the cost of the spreading basins and 
extraction wells at an estimated cost of $11.5 million and Metropolitan will advance the 
estimated $12 million for the pipeline. To guarantee the capability to return stored water 
to Metropolitan, Arvin-Edison is required to complete construction of all facilities at the 
earliest possible time. 

3. Cost of Water - The initial 250,000 acft of regulated water will cost $130 per acre-foot 
(plus energy, O&M., and applicable federal/exchanger fees). Regulation of all 
subsequent water will cost $100 per acre-foot (plus energy, O&M, and applicable 
federal/exchanger fees). The advanced funding for the pipeline inter-tie will be repaid 
through credits against the cost of the initial 250,000 acft of regulated water. Out of the 
$130 per acre-foot price of this water, Metropolitan will receive a credit of $40 toward 
the advanced funds, making $90 per acre-foot the amount directly paid. 

4. Minimum Banking Provisions - As discussed above, a minimum of 250,000 acft of 
water will be stored for Metropolitan in the Arvin-Edison groundwater basin, To provide 
a measure of financial certainty to Arvin-Edison so that they will be able to meet the 
project bond payments for the required facilities, Metropolitan will store at least 250,000 
acft within the first 7 years, 125,000 acft within 5 years and 75,000 acft in the first year of 
the program. Metropolitan at its discretion may advance funds as if the water had been 
provided for regulation. Such advanced funds would receive credits against future 
regulated water. 
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5. Transportation Priority - Completion of the pipeline intertie with the California 
Aqueduct will allow for the potential conveyance of other sources of water available to 
Metropolitan. The modified agreement grants Metropolitan a priority to transport water 
through the pipeline subsequent to the needs of Arvin-Edison’s service area and the 
regulation program but ahead of any third parties wishing to use Arvin-Edison’s facilities. 
Metropolitan will pay Arvin-Edison for actual transportation costs, such as energy and 
O&M, plus a $5 per acre-foot water management fee. 

6. Bankruptcy Protections - Similar to the Semitropic Program, this modified agreement 
calls for funds advanced by Metropolitan and all water regulated for Metropolitan to be 
held in trust by Arvin-Edison. This is intended to allow appointment of a trustee should 
there be a bankruptcy and will act to safeguard Metropolitan’s water and investment. 

7. Term of Modified agreement - The transfer/storage portion of the modified agreement 
will run for 25 years. Metropolitan’s transportation priority right will continue through 
the year 2035 to the time when Metropolitan’s State Water Project agreement expires. 
The modified agreement may be renewed on the mutual consent of the parties. 

The modified Arvin-Edison/Metropolitan agreement will be completed in December 1997, and 
will begin to function during the current (1997/1998) water year. The modified agreement 
provides legal and financial protections for the advanced funds and for the water regulated 
through trust provisions. The California Environmental Quality Act (“CEQA”) and other 
implementation costs have been shared between Arvin-Edison and Metropolitan. In summary, 
the modified agreement provides a cost-effective firm water supply of up to 75,000 acft in any 
year over the term of the agreement. 
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