
 

 
 

 Board of Directors 

Water Planning and Stewardship Committee 

7/11/2017 Board Meeting 

8-7 
Subject 

Adopt CEQA determination and authorize the General Manager to enter into cyclic agreements providing a credit 

of up to $225 per acre-foot for in-lieu deliveries in Fiscal Year 2017/2018. 

Executive Summary 

Authorization is requested to allow the General Manager to enter into cyclic agreements providing a credit of up 

to $225 per acre-foot (AF) for in-lieu deliveries in fiscal year (FY) 2017/2018, consistent with the terms in 

Attachment 1.  As provided in Attachment 1, the authorization would be limited at this time to cyclic agreements 

with member agencies that are impacted by unconfirmed quagga mussels detected in Metropolitan’s State Water 

Project (SWP) supplies.   

As reported to the Water Planning and Stewardship Committee in June 2017, as a result of the extraordinary 

supply conditions, Metropolitan is projected to have more supplies available in 2017, and potentially in 2018, than 

it may be able to manage.  These additional extraordinary supplies, at risk of being lost to Metropolitan, are 

primarily due to the significant increase in the SWP allocation to 85 percent and could total as much as  

400,000 AF.  Metropolitan is working to cost-effectively store as much water as possible, in addition to meeting 

the requested deliveries of the member agencies.  Metropolitan is pursuing a combination of water management 

options including increasing its storage in Lake Mead and increasing SWP groundwater storage, and now 

considering providing in-lieu deliveries to impacted member agencies.  All of these actions will help reduce the 

risk of losing supplies.  Metropolitan is seeking authorization to provide up to 200,000 AF to member agencies 

through cyclic agreements for in-lieu deliveries. 

Metropolitan has been unable to fully meet member agency untreated replenishment demands as a result of 

suspected quagga mussels detected in Metropolitan’s distribution system that relies on the SWP supplies.  Other 

agencies with other reservoirs may face the same obstacle to storing untreated SWP supplies.  One way of 

increasing deliveries is that Metropolitan may deliver treated water in-lieu to those agencies through cyclic 

agreements.  However, a major impediment to this option is the increased cost of accepting Metropolitan treated 

water to realize delivery through in-lieu means.  Accordingly, staff proposes Metropolitan provide a credit in 

cyclic agreements for in-lieu delivery of additional treated water to member agencies impacted by potential 

quagga mussels.  The credit shall not exceed $225 per AF.  For example, for agencies with groundwater basins, 

Metropolitan could set the credit based on the treatment surcharge that agencies must pay to take treated water at 

Metropolitan’s request, minus the avoided pumping costs to the agency if it had produced groundwater instead.   

Details 

In 2017, Metropolitan is experiencing an extraordinary situation where the ability to manage water has already 

been nearly maximized and the ability to deliver untreated water has been impaired by the detection of 

unconfirmed quagga mussels in Metropolitan’s SWP supplies.  On April 14, 2017, the Department of Water 

Resources announced a SWP allocation of 85 percent.  This is the highest allocation since deliveries on the SWP 

were impacted by Justice Wanger’s decision in 2007.  As a result, Metropolitan is planning to store more water 

this year than Metropolitan has stored in any single year of its history, in addition to meeting the requested 

deliveries of the member agencies.  The current strategy is to maximize deliveries to Diamond Valley Lake, 
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maximize contractual storage to Metropolitan’s SWP groundwater storage programs, store water in member 

agency conjunctive use programs, place water in SWP carryover, and store Colorado River supplies with Desert 

Water Agency and Coachella Valley Water District and in Lake Mead.  However, even with these unprecedented 

efforts, there are additional SWP supplies at risk of being lost to the region.   

The extraordinary supplies come at a time when demands projected by the member agencies are lower as a result 

of improved local conditions.  Detection of unconfirmed quagga mussels in SWP supplies have also reduced 

untreated deliveries to local groundwater basins, thereby decreasing demands from Metropolitan for groundwater 

replenishment.  Other agencies with other reservoirs may face the same obstacle to storing untreated SWP 

supplies.  Thus, Metropolitan must seek cost-effective alternative water management opportunities to ensure the 

extraordinary supplies, which Metropolitan estimates at up to 400,000 AF, are not lost to the region.  With the 

400,000 AF of extraordinary supplies, Metropolitan is pursuing a combination of water management options that 

can either store more water or increase deliveries to member agencies.  To increase storage, Metropolitan is 

pursuing increasing its storage in Lake Mead.  To increase deliveries to member agencies, authorization is 

requested to deliver up to 200,000 AF of in-lieu supplies to member agencies that are unable to take untreated 

water as a result of suspected quagga mussels.  Doing so would increase deliveries and further enhance water 

reliability for the entire service area and ensure future water sales.   

Staff proposes the Board authorize the General Manager to provide a credit in cyclic agreements with those 

member agencies that are limited by the unconfirmed quagga mussels.  To receive the credit, member agencies 

would accept treated water from Metropolitan in addition to their baseline water purchases this year, in exchange 

for a credit in the same year.  The credit payable to a member agency will be based on the estimated costs 

incurred by the agency as a result of taking additional treated water at Metropolitan’s request in lieu of using their 

own local supply, minus the costs that the agency would have incurred without the in-lieu delivery.  Member 

agencies shall submit their avoided cost estimates to Metropolitan, which Metropolitan will review based on 

documented records.  Metropolitan has sole discretion in determining the eligible costs that would be reimbursed.  

The Board authorization for in-lieu credits under the proposed agreements would be limited to a maximum of 

$225 per AF.      

Participating member agencies would be required to perform by accepting more water than already projected for 

delivery and purchasing the water within five years at the full service untreated rate, except the Capacity Charge.  

Like all other deliveries from cyclic agreements, the purchase by the agency would not incur a Capacity Charge 

because the in-lieu delivery is at Metropolitan’s discretion.  All other components of Metropolitan’s full service 

water rate, including the Readiness-to-Serve Charge, would be charged to the member agency at the time the 

water is sold.  The member agency would be billed the treatment surcharge at the time of in-lieu water delivery, 

and would also receive the credit in the same year.  To ensure credits are given only for deliveries of additional 

water, at the end of the present fiscal year, Metropolitan would certify that the in-lieu delivery to an agency is in 

addition to normal deliveries.  Any credits given for water deliveries that are unable to be certified will be voided 

by Metropolitan.   

A key term is that the member agency must enter into a defined purchase schedule for the delivered water.  The 

schedule provides certainty to Metropolitan that the water will be sold to generate sales within five years.  The 

schedule also provides the member agency certainty as to how the additional water purchases will impact their 

future budgets.    

The cost to Metropolitan of providing the credit is competitive with other SWP water management programs, 

which average $270 per AF.  Further, the power costs to move water this year is less than the power costs 

Metropolitan would incur if the water were stored outside its service area in its SWP storage programs, and then 

moved into Metropolitan’s service area during dry years.  Power costs are lower this year because of the increased 

production of hydropower on the SWP system.  

The proposed concept provides benefits for all member agencies by increasing the amount of water delivered to 

the region.  By increasing deliveries to the region, Metropolitan frees up future water supplies to meet potentially 

increased demands by all of its member agencies.  This water will be managed locally, which enhances supplies 

available during an emergency and increases Metropolitan’s future water sales pursuant to the agency’s agreement 
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to buy that water.  Moreover, the additional water management action would cost Metropolitan less than the 

average cost of storing water outside of Metropolitan’s service area and less than the power costs of moving that 

water into Metropolitan’s service area during dry years, when power costs are generally higher.  Reducing the 

potential loss of the available extraordinary supplies and establishing a purchase schedule sets the proposed 

concept apart from other programs in the past. 

The credits will be funded in the same manner as costs of other water supply programs.  To increase deliveries to 

member agencies, authorization is requested to deliver up to 200,000 AF of in-lieu supplies, resulting in a total 

cost of $45 million if all in-lieu supplies are delivered through these agreements at the highest funding level.  As 

reported to the Finance and Insurance Committee in April 2017, projections are that supply program costs in 

FY 2016/2017 will be approximately $34.2 million under budget.  For FY 2017/2018, Metropolitan’s biennial 

budget includes $81.7 million for supply programs. 

Policy 

Metropolitan Water District Administrative Code Section 4209: Contracts 

By Minute Item 50793, dated April 10, 2017, the Board approved the General Manager to enter into Cyclic 

Storage Agreements with Metropolitan’s member agencies.  

California Environmental Quality Act (CEQA) 

CEQA determination for Option #1: 

The proposed action is categorically exempt under the provisions of CEQA and the State CEQA Guidelines.  In 

particular, the proposed action consists of entering into agreements for the storage of surplus water at existing 

public or private facilities with negligible or no expansion of use and no possibility of significantly impacting the 

physical environment.  Accordingly, the proposed action qualifies as a Class 1 Categorical Exemption  

(Section 15301 of the State CEQA Guidelines).  

The CEQA determination is: Determine that pursuant to CEQA, the proposed action qualifies under a Categorical 

Exemption (Class 1, Section 15301 of the State CEQA Guidelines).  

CEQA determination for Option #2:     

None required                 

Board Options 

Option #1 

Adopt the CEQA determination that the proposed action is exempt from CEQA, and  

Authorize the General Manager to enter into cyclic agreements providing a credit of up to $225 per 

acre-foot for in-lieu deliveries in FY 2017/2018, consistent with the terms in Attachment 1. 

Fiscal Impact: Assuming delivery of 200,000 AF through cyclic agreements at the maximum credit of  

$225 per AF, the financial cost in FY 2017/2018 could be as high as $45 million.  The costs of the cyclic 

agreements would be paid for in the same manner as the costs of other water supply programs.   

Business Analysis: Metropolitan would improve regional reliability through the delivery of water to the 

region that would have otherwise been lost.  The additional cost to manage such water at an amount not to 

exceed $225 per AF is less than Metropolitan’s cost of $270 per AF to store water in its SWP storage 

programs, and the delivery of the presently available extraordinary supplies incurs lower power costs than the 

power costs to move water from SWP storage programs in dry years.  Metropolitan will also generate 

additional revenue from the sale of the delivered water.    

Option #2 

Do not authorize the General Manager to provide a credit in cyclic agreements with member agencies that 

have been impacted by unconfirmed quagga mussels in Metropolitan’s SWP supplies.   

Fiscal Impact: None   
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Business Analysis: Not implementing the credit in cyclic agreements could decrease the water supplies 

available to the region in a future year. 

Staff Recommendation 

Option #1 
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Deven N. Upadhyay 
Manager, Water Resource Management 
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Term Sheet  
FY 2017/2018 In-Lieu Credits 

 
 
In-Lieu Credit 
 

 Metropolitan may provide a credit up to $225/ acre-foot (AF), for the in-lieu delivery of Metropolitan 
supplies in fiscal year (FY) 2017/2018. 

 The credit payable to a member agency will be based on the estimated costs incurred by the agency as a 
result of taking delivery of additional water at Metropolitan’s request minus the costs that the agency would 
have incurred without the in-lieu deliveries.  Member agencies shall submit their avoided cost estimates to 
Metropolitan, which Metropolitan will review based on documented records.  Metropolitan has sole 
discretion in determining the eligible costs that would be reimbursed. 

 Transactions are accounted for at the meter level. 

 Upon in-lieu delivery of any treated water, Metropolitan will bill the treatment surcharge to the member 
agency at the time Metropolitan delivers the water to the agency. The credit will be applied to a member 
agency’s meter invoiced amounts, subject to reconciliation of the credit amount and certification of the  
in-lieu delivery amount. These reconciliations and certifications can result in changes to the credit in later 
months.  

 

In-Lieu Delivery Requirements 

 Metropolitan’s member agency cyclic agreements that are impacted by unconfirmed quagga mussels 
detected in Metropolitan’s State Water Project supplies are eligible and may be amended for receipt of the  
in-lieu credit, as described in this Term Sheet. 

 The in-lieu delivery of water to a member agency shall not reduce the full service water sales of 
Metropolitan in FY 2017/2018.  Certification of in-lieu deliveries may be limited if the member agency 
does not achieve projected full service deliveries as determined by Metropolitan.  Operating plans will be 
required to help certify in-lieu deliveries into cyclic agreements as separate from normal deliveries.  Any 
credits given for water deliveries that are unable to be validated and reconciled by official documentation 
(i.e., Watermaster report or other official documentation) after certification will be voided by Metropolitan.  

 The total amount of water eligible for the credit is up to 200,000 AF. 

 Metropolitan and member agencies shall agree on a payment schedule for the agencies’ purchase of the 
delivered water under the cyclic agreement.   

 The terms for the agency’s purchase of the delivered water, including applicable rates and charges, shall be 
the same as all other purchases from the member agency’s cyclic agreement.   
 

Term 
 

 The water eligible for a credit may only be delivered in FY 2017/2018 and the member agency must 
purchase the delivered water no later than five years from the in-lieu delivery.  Payment schedules will be 
agreed to when delivery is accepted by the member agency. 
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