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•

Semiannual Report on State Water Project Strategic Initiatives

Detailed Report
Introduction
Administration of the State Water Project is complex in regards to its governance, finances, regulatory
requirements, operations and maintenance and business technologies. In order to obtain a strong return on its
investment and optimize contract rights, Metropolitan staff is focusing on the five strategic areas comprising the
organization of this report. Progress as well a number of newly encountered challenges are addressed.
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Ensure Costs are Accurate and Reasonable and Promote Efficient
Business Processes
Metropolitan repays the State for the costs of developing and transporting water. Because of significant cost exposure and
need for reliable supplies, Metropolitan strives to influence efficiency of operations and equity of benefits provided.

Metropolitan is taking actions to ensure that costs
are appropriate for the benefits received. Key goals
are:

Metropolitan and the SWC completed review of
DWR’s Draft Environmental Impact Report and are
coordinating the preparation of comments.

• DWR obtaining a cost-effective Federal power
license for Lake Oroville power generation
complex that protects water supplies;

• Ensuring that DWR billings are accurate and
reasonable;

• Maintaining the value of the investment in
Hyatt-Thermalito power generation facilities; and

• Improving

use of management tools and
disclosing relevant business information to the
SWC.

MILESTONE:
2007 STATEMENT OF CHARGES WAIVER AND
TOLLING AGREEMENT
Metropolitan’s audit of the 2007 SWP Statement of
Charges (SOC) identified ten new computational
errors that were in addition to the 24 unresolved
errors from previous SOC.
In response to
Metropolitan’s request, DWR has committed to
resolving the errors and has hired four new staff
members to focus on correcting the charges. In
addition, to account for the time to make corrections,
DWR extended the deadline to file protests on the
2007 SOC. Metropolitan and other contractors then
worked with DWR and executed a tolling agreement
to further extend the deadline to December 31,
2008.
Tolling enables Metropolitan and DWR to resolve as
many issues as possible through administrative
processes, rather than through expensive litigation.
MILESTONE:
OROVILLE FERC RELICENSING
FERC issued its Final Environmental Impact
Statement and is awaiting the outcome of
Endangered Species Act and Clean Water Act
processes prior to issuing a new license.
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Figure 1. Lake Oroville. (DWR Photo.)

EMERGING CHALLENGE
FEATHER RIVER WATER TEMPERATURE
DWR continued to seek solutions to conflicts
between warm water needed for rice farming and
cold water needed for anadromous fish in the
Feather River downstream of Oroville Dam.
Metropolitan initiated discussions with the SWC,
DWR and the rice farmers to gain a better
understanding of the impacts of cold water on rice
farming. This dialogue has led the parties to final
discussions of financial settlement that would avoid
regulation through the State Water Resources
Control Board under the FERC re-licensing.
Metropolitan and the SWC intervened in the FERC
license proceeding for South Feather Water and
Power Agency’s South Feather Project.
Our
interests in that project relate to its discharge of
warm water to the Feather River downstream of
Oroville Dam that would impair DWR’s ability to
meet cold-water temperature requirements for
salmon and steelhead trout.
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EMERGING CHALLENGE
2008 STATEMENT OF CHARGES
Metropolitan has received from the Department of
Water Resources, it calendar year 2008 Statement
of Charges for $591 million. The Statement of
Charges is DWR’s estimate of Metropolitan’s share
of 2008 SWP costs and incorporates adjustments for
past over or under-collections. Staff initiated review
of the charges and will seek authorization from the
Board in December to make payments.
The
charges reflected are $21 million greater than the
2007 Statement of Charges as discussed as follows:

Page 3 of 10

•

+ $7 million in capital cost for additional
transportation facility capital investments
and financing costs.

•

+ $64 million in O&M costs reflect
Department of Water Resources catching-up
for under-collections when actual costs
exceeded estimated costs

•

- $50 million of Power costs reflect refunds
for past over-collections and a change
relating to where Metropolitan would take
delivery of supplies.
Under higher
allocations this Statement of Charges,
assumes a greater portion of water would be
delivered to storage programs in the San
Joaquin Valley rather than pumped over the
Tehachapi Mountains.
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Figure 2. Metropolitan’s SWP Statement of Charges Comparison
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Ensure Cost Effective Reliable Energy Sources
With the expiration of long-standing contracts and with radical changes in energy market regulations, the SWP is experiencing
increased exposure to energy and fuel price fluctuations, credit risk, and unit reliability risk.

Metropolitan influences and supports DWR’s efforts
to provide a reliable supply of energy at an
affordable and predictable cost for the SWP. Staff
actions are focused on the following goals:

• Increasing attention to evolving green-house gas
and renewable policies;

• Developing a strategic plan and near-term power
portfolio that reduces risk; and

• Ensuring reliable infrastructure that supports the
ability to use cost-effective off-peak energy for
pumping.

MILESTONE:
SWC FORMS NEW ENERGY COMMITTEE
The SWC established a new Energy Committee to
focus on importance of energy planning and the
need to influence DWR’s generation and purchase
decisions to manage costs. Metropolitan was
selected to chair the committee.

MILESTONE:
DWR AGREED TO CONSIDER NCPA PLANT
Metropolitan led the SWC in discussions between
DWR and the Northern California Power Agency
(NCPA) regarding the potential acquisition of 25 MW
of capacity in a 255 MW gas-fired power plant to be
located near Lodi. A SWC team was formed to work
with DWR.
Cumbersome state contracting
processes are delaying the pending study
partnership.
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Figure 3. Tehachapi wind turbines, potential source of renewable
energy. (Photo courtesy of DWR.)

EMERGING CHALLENGE
RENEWABLE ENERGY AND GREENHOUSE GAS
State law provides that all investor-owned utilities
plan to have 20% of the energy they provide come
from renewable sources by 2010. The Governor
also issued a policy to encourage the state to utilize
electric power from renewable sources by 2020.
In recognition of these trends, the SWC developed
and recommended policy principles to DWR
regarding DWR’s development of a SWP power
portfolio including renewable energy.
The challenge is attaining recognition by State
regulators and elected officials of the abundant
clean hydroelectric resources of the SWP.
Recognition is also needed that its energy
requirements and attributes are significantly different
than municipal energy supplies.

Ensure Cost Effective Reliable Energy Sources
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Ensure Sufficient Infrastructure Reliability
Metropolitan and other contractors requests that the SWP system move more water through its aging infrastructure requires
increased focus on maintaining infrastructure reliability.

To ensure that DWR is operating, maintaining and
repairing SWP facilities with Metropolitan’s interests
in mind, staff is pursuing the following goals:

• Monitoring and influencing key projects; and

pending Delta Smelt litigation. DWR’s preliminary
estimate of the total cost of remediation is $458
million. Metropolitan’s share would be at least $210
million.

• Providing DWR shop-services to support
operations and maintenance.

MILESTONE:
DELTA LEVEE EMERGENCY PREPAREDNESS
AND RESPONSE PLAN
In April the Board directed staff to work with the
SWC, DWR and other stakeholders to develop a
plan to implement a post-levee failure strategy of
creating an emergency freshwater pathway to export
pumps. Strategically placed actions would result in
total expenditures of around $200 million
substantially through state and federal emergency
funding provisions after the emergency event has
taken place. Within this total, around $50 million
would be incurred for the pre-positioning of material
and equipment in preparation for the emergency
potentially funded through state bonds (1E or 84)
and cost sharing from beneficiaries, as bond funds
are appropriated.

Figure 4. Lake Perris at its interim maximum water surface
elevation of 1563 feet, 25 feet below the normal operating level.
(Metropolitan Photo.)

EMERGING CHALLENGE
LAKE PERRIS DAM REPAIR OPTIONS
On June 1 the Department of Water Resources
(DWR) issued a Notice Of Preparation (NOP) to
interested parties indicating that DWR is beginning
the environmental certification process for the Perris
Dam Remediation Project. DWR’s preferred option is
rehabilitating the dam to its historic elevation 1588
feet and 131,000 acre-feet capacity. Remediation
would also include replacing the outlet tower and
constructing a new release channel to provide safe
carriage of emergency drawdown flows.
Metropolitan, along with two other stakeholder
contractors provided comments on the NOP that
expressed concerns with funding the repairs. The
contractors also expressed that it is premature for
DWR to move forward with selection of a preferred
alternative for Perris Dam remediation, given the
current uncertainty of SWP supplies with the
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Ensure Cost-Effective Water Supplies
Staff participates in activities to optimize Metropolitan’s water supply benefits, including protection of its contract rights.

Metropolitan is working with other SWP Contractors
and State agencies to ensure cost-effective water
supplies. Key goals are:

• Monitoring current water supply conditions;

SWP supply reliability remains uncertain until new
incidental take permits can be obtained for SWP
operations. Metropolitan, SWC and a team of
biologists are preparing proposals to guide SWP
operations in the coming months.

• Developing water management actions; and
• Preserving access to flexible storage.
MILESTONE:
DWR STREAMLINES WATER TRANSFER
APPROVAL PROCESS
Metropolitan and the SWC helped DWR streamline
its approval process for three types of water
transfers. DWR shortened the time required for
approval of routine water transfer agreements by
delegating authority, to the State Water Project
Analysis Office. These agreements previously had
to be signed by the Director or Deputy Director.

Figure 5. – Delta Smelt (DWR Photo).

EMERGING CHALLENGE
DWR’S OPERATION OF CASTAIC LAKE

EMERGING CHALLENGE
SWP SUPPLY RELIABILITY
This spring the SWP operations were impacted due
to regulatory concerns about Delta Smelt abundance
and by rulings in state and federal courts after
complaints
were
filed
by
environmental
organizations. Limited pumping resumed in June,
and full pumping in July. To date even with the
curtailments, for calendar year 2007 water supply
allocations remained at 60 percent of Table A.

A significant benefit of the Monterey Amendment
was creation of Metropolitan’s flexible storage rights
in Castaic Lake and Lake Perris. In 2007 DWR’s
withdrawals from Castaic Lake appeared to infringe
upon Metropolitan’s flexible storage. The issue was
discussed in several meetings and a formal letter
sent to DWR in July expressed our concerns. DWR
has acknowledged our concerns and is currently
refilling the reservoir, prior to scheduled
maintenance outages in December. Metropolitan
staff, with the assistance of the Legal Department, is
continuing to meet with key DWR staff to resolve this
matter for future year operations.

Energy cost and reservoir storage have also been
impacted by the actions to protect fisheries. Future
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EMERGING CHALLENGE
2007 STATE WATER PROJECT ORDER
Figure 5 summarizes Metropolitan’s projected water orders through December in response to DWR’s 2007 SWP
allocation of 60 percent. Through August, Metropolitan has taken delivery of over 160,000 acre-feet of
interruptible surplus supplies and over 80 percent of its Table A supply scheduled under a 60 percent allocation.
Total Scheduled deliveries for the year are 1.66 million acre-feet with 1.20 million acre-feet delivered through
August.
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Figure 6. – Metropolitan’s SWP 2007 Water Order. Water management actions include deliveries of surplus water and
withdrawals from groundwater storage programs along the California Aqueduct. The determination of such
actions occurs on a weekly basis depending on water supply and demand conditions.
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Protect and Improve Water Quality
The quality of SWP water is highly variable, creating challenges in meeting drinking water standards, integrating various water
supply sources, and supporting service area needs for groundwater and recycling.

Metropolitan is pursuing SWP water quality needs
by:

• Promoting projects to protect and improve water
quality in the Bay-Delta watershed and SWP
system;

• Implementing

the Municipal
Investigations program; and

Water

implementation of a Real Time Data and
Forecasting (RTDF) Comprehensive Plan, (2) more
stringent review of Central Valley waste discharge
permits and impacts of discharges on the SWP, and
(3) improved notification of sewage spills in the SWP
watershed.

Quality

EMERGING CHALLENGE

• Supporting DWR in administering appropriate
criteria for the introduction of non-project water
into the California Aqueduct.

MILESTONE:
SANITARY SURVEY 2006 UPDATE
DWR employed the JPA to complete a SWP
Watershed Sanitary Survey 2006 Update required
by state law. As a JPA member, Metropolitan
participated. The report identified actions that can
be taken to protect water quality from events such
as increased watershed urbanization or the levee
failures in the Delta.

IMPACT OF SWP ORGANIC CARBON AND
BROMIDE LEVELS ON INTERIM SWP
OPERATIONS
SWP operational actions to protect Delta Smelt
actions may constrain DWR from delivering moving
water at the best times of the year, from a water
quality perspective. Water contractors may be faced
with taking water higher in Total Organic Carbon
(TOC) and bromide.
Figure 7 shows the monthly trend in TOC at Lake
Silverwood, along the East Branch of the California
Aqueduct and Figure 8 shows the trend for bromide
(Br).

The Draft Action Plan includes several key items of
interest to Metropolitan: (1) development and
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Figure 7. Total Organic Carbon in California Aqueduct East Branch.
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Bromide in California Aqueduct East Branch
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Figure 8. Bromide in California Aqueduct East Branch.
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Figure 9. Clifton Court Forebay in the Delta (DWR photo).

Acronyms
AF

– Acre-Feet

CUWA

– California Urban Water Agencies

CVWD

– Coachella Valley Water District

CVP

– Central Valley Project

DEIS

– Draft Environmental Impact Statement

DWR

– California Department of Water Resources

DWA

– Desert Water Agency

EBE

– East Branch Enlargement

FERC

– Federal Energy Regulatory Commission

JPA

– SWP Contractors Authority

FEIR

– Final Environmental Impact report

MWQI

– Municipal Water Quality Investigations

NCPA

– Northern California Power Agency

SAVP

– Santa Ana Valley Pipeline

SOC

– Statement of Charges

SWC

– State Water Contractors, Inc. (includes Metropolitan)

SWP

– State Water Project

TAF

– Thousand Acre-Feet
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