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November 21, 1997 

To: Board of Directors (Executive Commi 
(Water Planning 

From: e&e. General Manager 

Submitted by: Debra C. Man, Chief 
Planning and Resources b 

Subject: Local Resources Program Principles Developed by the Rate Refinement 
Participants 

RECOMMENDATION 

It is recommended that the Board of Directors approve the Local Resources Program Principles 
included as Attachment A to this letter as guidelines for defining administrative rules for the 
proposed program. 

EXECUTIVE SUMMARY 

Metropolitan worked with its member agencies in the Rate Refinement Process to develop Local 
Resources Program (LRP) principles for your Board’s consideration. The Rate Refinement Task 
Force recommends that your Board approve the principles included as Attachment A to this letter 
as guidelines for defining administrative rules for the proposed program. Staff believes that these 
principles will help ensure the development of cost-effective water recycling in a manner 
consistent with the region’s overall water resource needs. Metropolitan will continue to work 
with its member agencies to develop LRP administrative rules and will report back with a detailed 
proposal for your Board’s approval. 

DETAILED REPORT 

In August 1995, your Board authorized several actions with an expectation of a new Local 
Resources Program (LRP) being adopted in the near future. Except for seven then pending 
applications, your Board suspended new water recycling agreements until adoption of final 
program rules. Groundwater recovery applications, each requiring individual approval by your 
Board, were authorized to continue under the existing groundwater recovery program rules until 
finalization of the LRP. Lastly, voluntary temporary amendments to then existing Local Projects 
Program agreements to the terms of the proposed LRP were authorized. Those temporary 
amendments, principally incorporating the $0 to $250 acre-foot sliding scale incentive, were to be 
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terminated and revised to conform to the LRP upon adoption of final program rules. Since 1995, 
stti has been working with member agencies to craft final LRP terms which would be consistent 
with Metropolitan’s Integrated Resource Plan and help ensure cost-effective development of this 
important water resource. Approval of these principles will initiate the development of 
administrative rules and ultimately lead to renewed program implementation. 

The primary challenge regarding the proposed LRP is how to continue Metropolitan’s 
participation in local resource management programs for future water recycling and groundwater 
recovery projects. Metropolitan’s continued participation in local resource development would 
benefit regional water supply reliability by reducing requirements for future Metropolitan capital 
improvements and water importation. Furthermore, development of additional water recycling 
and groundwater recovery projects would provide meaningful contributions to the Water Use 
Efficiency common program being considered by CALFED in its approach to a Bay-Delta 
solution. 

Beginning in September 1997, Metropolitan held four meetings in five weeks with member 
agencies in the Rate Refinement Process to develop LRP principles for your Board’s 
consideration. The Rate Refinement Task Force recommends that your Board approve the 
principles included as Attachment A to this letter as guidelines for defining administrative rules 
for the proposed program. Metropolitan will continue to work with its member agencies to 
develop LRP administrative rules and will report back with a detailed proposal for your Board’s 
approval. These final rules would be presented for your Board’s consideration by the end of the 
current fiscal year. 
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Planning and Resources Division 

Attachment A 

The Metropolitan Water District of Southern California 

Local Resources Program (LRP) Principles 

November 4, 1997 

The Rate Refinement Participants offer the following 
principles for consideration and approval by the 
Metropolitan Water District's (MWD) Board of Directors. 
Upon Board adoption of these principles, MWD staff will work 
with the member agencies to develop administrative rules. A 
recommended set of actions and administrative rules to guide 
implementation of the LRP will then be forwarded to the 
Board for final approval. 

1. Key 

a. 

b. 

C. 

d. 

e. 

f. 

goals of the proposed LRP are to: 

Assist local projects that improve regional water 
supply reliability and avoid or defer MWD capital 
expenditures; 

Emphasize cost-efficient participation in 
developing local water resources; 

Schedule project production to meet periodically 
updated IRP local resource targets; 

Minimize administrative cost and complexity; 

Provide equitable project diversity at the regional 
level; and 

Participate in local project feasibility studies 
within a specified budget amount. 

2. For LRP projects that reduce future MWD capital 
expenditures and water supply costs, MWD will provide 
up to $250 per acre-foot of production for agreement 
terms up to 25 years. Where project benefits are less, 
commensurately lower MWD contributions would be 
applied. 



3. An advisory committee shall be established to evaluate 
applications and make recommendations on proceeding 
with projects based on a balanced assessment of project 
attributes. The purpose of the committee is to provide 
an objective and independent review of proposed 
projects. Preference will be given to projects based 
on the following ranking factors. 

a. Readiness to proceed - projects positioned to 
proceed into construction and operation on a timely 
basis; 

b. Diversity of supply - projects that increase the 
diversity of supply at the local level; 

C. Regional water supply benefits - projects that 
offset a demand for imported supplies or increase 
regional reliability during periods of shortage 
and/or emergencies; 

d. Water quality benefits - project water quality 
improvements that sustain or augment resource 
production; 

e. MWD facility benefits - projects that avoid, defer 
or reduce the cost of MWD's treatment and 
distribution systems; 

f. Operational reliability and probability of success 
* - projects with secured funding, regulatory 

approvals, firm markets and superior operational 
reliability; 

cl- Increased beneficial uses - projects leading the 
way to increased public acceptance of expanded 
uses; and 

h. Cost-effectiveness - projects that minimize costs 
and maximize yield to MWD over the life of the 
project agreement. 

MWD's Board will need to approve the weighting of these 
factors during adoption of the rules or upon 
recommendation of the advisory committee. 

4. Project participation shall be subject to MWD Board 
approval. 



5. LRP agreements shall include water production 
performance targets to achieve cost-efficiency and 
reliable production. ) 1 

6. As a transition procedure, Groundwater Recovery Program 
applications received before December 1, 1997 and Local 
Projects Program applications received before August 1, 
1995 are grandfathered and not subject to the new 
review process; however, agreements for these 
applications must be executed within 12 months of Board 
adoption of these LRP Principles. Grandfathered 
applications that fail to meet the agreement execution 
deadline and all other applications will be evaluated 
under new LRP rules. 

7. Agencies with existing temporary LRP advance conversion 
amendments shall have the option to convert to the 
final LRP under the following conditions: 

a. 

b. 

C. 

* 
d. 

e. 

Existing contract limits shall be recognized; 

Projects shall not be subject to the evaluation 
process described in Principle #3; 

The sliding scale methodology used for calculating 
the MWD Contribution under the temporary LRP 
amendments shall remain in effect permanently; 

Contracts shall include applicable administrative 
terms consistent with the final LRP; and 

Production schedules shall be provided by the 
agencies consistent with Principle #5. 



The principles outlined above are supported by the Rate 
Refinement Participants for consideration by Metropolitan - 
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