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Subject 
Approve paying initial fees for pursuing one-year water transfer option agreements with Central Valley water 
districts 

Description 
Approval is requested to pursue up to 125,000 acre-feet of one-year water transfer option agreements with 
Central Valley water districts.  These agreements would provide about 100,000 acre-feet of supplies for 
Metropolitan’s service area after providing for Delta conveyance losses, estimated at 20 percent.  The agreements 
also would provide additional resource options to mitigate potential dry-year conditions in 2005, consistent with 
Metropolitan’s water resource strategy outlined in its 2003 Integrated Resources Plan Update.  To the extent 
possible, these agreements would be pursued under a phased Department of Water Resources 2005 Dry Year 
Water Purchase Program.  DWR would serve as a clearinghouse for both buyers and sellers and would also 
verify the water supplies made available by the sellers.  Phase 1 of the Program would conclude in 
December 2004, at which time staff would seek board approval to authorize executing agreements with sellers.  
Phase 2 of the Program, if necessary, would begin once more information is known about hydrologic conditions 
in 2005. 

The proposed water costs are anticipated to be consistent with the Sacramento Valley Phase 8 Water Management 
Agreement’s market-based water transfer component and the option agreements secured by Metropolitan in 2003.  
At this time, Metropolitan needs to provide a $5/acre-foot administrative fee and a $10/acre-foot initial option 
payment to further develop supply opportunities.  The latter payment is refundable if the Board does not 
ultimately authorize executing agreements with sellers or if the supplies are not secured. 

The one-year transactions proposed here provide water supply insurance in 2005 while providing a basis for 
discussion of longer-term opportunities that could be brought to the Board for consideration next year.  Staff 
intends to develop proposed long-term agreements consistent with the 2003 Integrated Resources Plan Update and 
in coordination with other water supply agencies and the Environmental Water Account.  Staff would seek board 
approval to execute agreements in December 2004. 

Policy 
Metropolitan Water District Administrative Code § 4203:  Water Transfer Policy 

California Environmental Quality Act (CEQA) 
CEQA determination for Option #1: 

The proposed action is not defined as a project under CEQA because it involves the creation of government 
funding mechanisms or other government fiscal activities, which do not involve any commitment to any specific 
project, which may result in a potentially significant physical impact on the environment (Section 15378(b)(4) of 
the State CEQA Guidelines).  The payment of initial administrative fees does not commit Metropolitan to any 
definite course of action.  It does not dictate how funds would be spent, or in any way narrow the field of options 
and alternatives available to Metropolitan to seek supplemental water sources.  In essence, there is no binding 
commitment to spend in a particular manner before requiring environmental review.  In addition, where it can be 
seen with certainty that there is no possibility that the proposed action in question may have a significant effect on 
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the environment, the proposed action is not subject to CEQA (Section 15061(b)(3) of the State CEQA 
Guidelines).  Prior to formal approval of the agreements by the Board, CEQA documentation would be prepared 
by the Lead Agency and processed in accordance with CEQA and the State CEQA Guidelines.   

The CEQA determination is: Determine that the proposed action is not subject to the provisions of CEQA 
pursuant to Sections 15378(b)(4) and 15061(b)(3) of the State CEQA Guidelines. 

CEQA determination for Option #2: 

None required 

Board Options/Fiscal Impacts 
Option #1 

Adopt the CEQA determination and authorize paying initial fees to pursue up to 125,000 acre-feet of one-year 
water transfer option agreements with Central Valley water districts. 
Fiscal Impact:  The only fiscal impact associated with this action is paying the non-refundable $5/acre-foot 
administrative fee of $625,000. 

Option #2 
Do not authorize paying initial fees to pursue up to 125,000 acre-feet of one-year water transfer option 
agreements with Central Valley water districts. 
Fiscal Impact: None 

Staff Recommendation  
Option #1 
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