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Update on Delta Conveyance 
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Background 

Consistent with Executive Order N-10-19, in early 2019, the state announced a new single tunnel project, which 
was notably included as part of the Governor’s 2020 Water Resilience Portfolio.  In 2019 the California 
Department of Water Resources (DWR) initiated planning and environmental review for a single tunnel Delta 
Conveyance Project (DCP) to protect the reliability of State Water Project (SWP) supplies from the effects of 
climate change and seismic events, among other risks.   

Staff plans to bring an action to the Board in December for funding Metropolitan’s share of the state’s 
environmental review and planning process for a single tunnel DCP as described below, and to also consider 
modifications to the existing Delta Conveyance Design and Construction Authority (DCA) formation agreement 
to address governance structure.  

Conveyance Project Purpose and Notice of Preparation  

DWR completed its public scoping process for the DCP earlier this year.  The project purpose is “to develop new 
diversion and conveyance facilities in the Delta necessary to restore and protect the reliability of [SWP] water 
deliveries, and, potentially, Central Valley Project water deliveries south of the Delta, consistent with the state’s 
Water Resilience Portfolio.”  The following project objectives are contained in the Governor’s Water Resilience 
Portfolio: Climate Resiliency, Seismic Resiliency, Water Supply Reliability, and Operational Resiliency.”1 These 
objectives are included as the proposed Delta Conveyance Project Description within DWR’s “Notice of 
Preparation of Environmental Impact Report for the Delta Conveyance Project” (NOP) published on January 15, 
2020, included as Attachment 1 to this report. 

Project Planning Schedule 

DWR’s schedule for completing the environmental review and permitting process extends through the end of 
2024 with key milestones shown below: 

 Completion of Public Draft Environmental Impact Report (EIR) in 2022.

 Completion of Final EIR and issuance of Endangered Species Act permits in 2023.

 Completion of State Water Resources Control Board Change in Point of Diversion to DWR’s permits
and Delta Stewardship Council Delta Plan certification of consistency and any administrative appeals
in 2024.

1 These project objectives are subject to refinement during the process of preparing a Draft EIR. 
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Agreement in Principal for Amendment for Delta Conveyance to SWP Contract 

Public negotiations between DWR and Public Water Agencies (PWA’s) for the DCP began in July 2019 and were 
completed in April 2020.  These negotiations led to an Agreement in Principle (AIP) for an Amendment to the 
State Water Contract for the DCP.  The goal was to equitably allocate new costs and benefits of a Delta 
Conveyance Facility and to preserve existing SWP benefits and capability.   

The DCP would be constructed and operated as an integrated component of the SWP.  For this reason, 
negotiations focused not only on how the costs and benefits would be accounted for in contract language, but also 
how DWR would administer and operate the SWP if and when a DCP becomes operational.  The parties have 
developed a white paper that describes the accounting and administrative principles to be utilized for the DCP.   

A. AIP – Provides an Opt-out Approach
The AIP, included as Attachment 3, is based on the principle that each PWA is obligated to pay for the 
necessary DCP under its existing contract with DWR.  The AIP is structured to allow PWAs to opt out of 
the costs and benefits of the DCP.  Under the AIP, a PWA may choose not to pay for costs of building 
and operating the DCP, but it would also forgo the benefits.  However, a PWA may not be partially in, so 
it must opt out of all or none of its entire Municipal and Industrial Table A or Agricultural Table A share. 
A PWA may invest in more than its Table A share, if excess is available.
Because there is the ability to opt out, the DCP benefits are clearly articulated in the AIP as those water 
supply and capacity benefits attributable to the DCP,2 which includes, but is not limited to, water supply 
benefits and use of available capacity.  The PWAs who choose to opt out of the project will not be 
charged for the project, will forgo benefits below, and their contracts would be amended accordingly:3

• Forgo right to or delivery of SWP water attributable to the DCP.

• Forgo delivery of Article 21 interruptible water until DCP benefits have been allocated to those 
participating in the project.

• Forgo the right to use DCP and unused conveyance capacity for SWP purposes for non-project 
water unless fair compensation4 is paid.

• Forgo the right to use DCP to convey SWP water in the event south Delta diversion and/or pumping 
is impaired (applies with physical impairment, regulatory/contractual disruption, sea level rise, 
seismic events, flooding, or other uncontrollable event).

• Forgo the right to carriage water savings and any credit from fair compensation collected by DWR 
for use of capacity.

B. Participation and Billing
The AIP includes a participation table that denotes each PWA’s investment percentage, which must equal 
one hundred percent to fully fund the project.  The table provides the DCP allocation factors.  The 
allocation factors are carried into the billing section.  Each PWA will pay for the costs and receive the 
benefits in line with each participants’ associated allocation factors.  The billing provisions and allocation 
table are detailed in AIP objective 4.

C. Proportionate Benefits
The AIP provides that a PWA will receive the benefits in proportion to their allocation factor percentage. 
The benefits are defined more broadly, but specifically include the following: (see Attachment 3 Section 
VI. Objective 5 – Delta Conveyance Facility Benefits Allocation) 

2 The AIP referred to the Delta Conveyance Facility (“DCF”). DCF and DCP are interchangeable and refer to the same 
project.  
3 Attachment 3 Section VI. Objective 5 – Delta Conveyance Facility Benefits Allocation 
4 Fair compensation is defined in the AIP to, “include but is not limited to capital recovery, operations, maintenance, 
replacement, and variable charges associated with the use of the DCF capacity.” 
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 Delivery of Table A amounts diverted at and conveyed through or attributed to the DCP.

 Article 21 Interruptible Water attributable to DCP.

 Available DCP conveyance capacity unused by DWR for SWP purposes to convey non-project
water for ultimate use within that PWA’s service area.

 Carriage water savings that DWR determines are realized during its operation of any DCP for
purposes of conveying SWP water.

 Available DCP conveyance capacity to convey SWP water in the event diversion facilities and/or
pumping in the south Delta is prevented or impaired by a physical, regulatory or contractual
disruption, including but not limited to sea level rise, seismic events, flooding, or other
uncontrollable event.

 A credit from fair compensation collected by DWR for use of available DCP conveyance capacity
by non-participants.

Additionally, if DWR moves water through the DCP that it could have moved through Clifton Court 
Forebay, participating PWAs will have priority to move non-project water through the existing south 
Delta diversion at Clifton Court Forebay in the same time and quantity based on their participation 
percentage.  

D. AIP White Paper

The AIP white paper, included as Attachment 4, describes the current understanding of how DWR would
account for and administer the DCP benefits.  DWR will include information regarding the accounting
and administration of water attributable to DCP in relevant Notice(s) to SWP Contractors consistent with
prior practice.  The white paper does not create any legally binding obligations, rather, it provides the
administrative detail regarding how DWR would operate the DCP as an integrated part of the SWP
consistent with the contractual language contained in the amendment.  For instance, the white paper
provides details on when Article 21 water will be made available to those PWAs who invest in the DCP
and when it will be made available for those who opt out.

Planning Budget, Funding Agreements, and DCA Amendments 

Following the AIP public negotiations, participating PWAs are proceeding with the next steps to advance project 
investment and engagement.  Key topics for advancing the project include the following: adequate funding for 
project planning and pre-construction activities, PWA funding decisions for the DCP, and the respective DCA 
governance amendments to reflect PWA participation levels. 

A. Planning Costs

When the DCA was originally formed in May 2018, DWR had completed the environmental review of
and approved the California WaterFix, and state and federal Endangered Species Act permits had been
issued.  The DCA had a clear task ahead of it: to design and construct CA WaterFix.  Currently, DWR is
focused on preparing single tunnel environmental review documents and obtaining key permits for DCP.
Due to the state’s planning process now extending through 2024, and given the current economic
conditions, participating PWAs and the DCA have been evaluating their respective budgets for potential
cost savings.

Approximately $331.5 million of investment is needed over four years.  This includes both DWR and
DCA expenditures for environmental planning and stakeholder engagement efforts.  After diligent review
of the preliminary planning budget, a short-term reduction in DCA activities has been identified to both
streamline expenditures and create efficiencies.  This reduction is focused on overhead and organization
expenses within the DCA.  The collective DWR and DCA planning budget reduction identified would be
$43.5 million over two years, and $53.5 million over four years, reducing the original four-year planning
budget from $385 million to $331.5 million.

Under this revised planning schedule and budget, activities to support environmental planning would
continue, including necessary engineering support and geotechnical surveys.  Near-term modifications to
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the DCA activities include a one-year deferral of some geotechnical work and engineering work, not on 
the critical path.  In addition, overhead expenses would be reduced, including some contracted staffing 
reductions.  While some DCA activities would be deferred or reduced, other critical work supporting the 
environmental planning process, including the Stakeholder Engagement Committee, would continue.  It is 
anticipated that the DCA engineering and design activities would resume at full capacity once 
environmental planning is complete, key permits have been obtained, and final design and construction 
services are actually needed.   

B. Funding Agreement

To finish the DCP environmental review and planning work, each PWA investing in the project would
contribute its percentage of the planning costs.  As noted previously, the revised four-year planning
budget is $331.5 million, with an estimated $121.5 million for 2021 and 2022 (calendar years 1 and 2).  In
2020, four PWA’s provided $9.2 million in advance of the AIP to fund DCP planning activities.  These
four agencies would be reimbursed (during the four-year planning period) for their advance payments,
resulting in a total funding need of $340.7 million during the four years.  The $9.2 million will be
collected through the funding agreements over the four-year period, consistent with the cash flow
projection of planning budget costs and will be credited to those four agencies who advanced the funds.
Based on cash flow projections over the four-year planning horizon, the estimated funding amount is
$124.9 million for 2021 and 2022 (calendar years 1 and 2).

At this time, other PWA board decisions on participation levels have not occurred, but assuming up to a
65-percent share of the project for Metropolitan, forecasted funding agreement costs would be up to
$81.2 million for calendar years 2021 and 2022.  Metropolitan’s forecasted planning costs for all four
years, assuming up to a 65-percent share, would be $221.5 million.

The funding agreement would be between Metropolitan and DWR and would describe the purposes for 
which funding is authorized.  These purposes include funding environmental and pre-construction 
activities for DWR and work that is authorized by DWR under the JEPA Joint Exercise of Powers 
Agreement with the DCA.  The funding agreement would initially provide up to $81.2 million for 
calendar years 2021 and 2022, but allow Metropolitan the ability to contribute additional funds in 
calendar years 2023 and 2024. The funding agreement allows Metropolitan and DWR to determine the 
timing and collection of funds.  Finally, like prior agreements, the funding agreement will provide that 
funds would be reimbursed to Metropolitan if the project is approved and bonds are issued.  An action to 
fund for planning does not commit Metropolitan to participate in the project.  Any final decision to 
commit to the project and incur final design and construction costs would need Board approval following 
environmental review, which will not occur until 2024 or later.  

C. DCA Governance and Amendment

DCA’s current board includes the following seats: Metropolitan (SWP), Metropolitan (Non-SWP
capacity), Kern County Water Agency (Kern), Santa Clara Valley Water District (Santa Clara), and a
SWP contractor (selected by otherwise non-represented SWP contractor).  In the existing structure, two
additional directors are added if there is CVP participation, bringing the board seats to seven.  This
structure was negotiated for California WaterFix, which contemplated Central Valley Project
participation.  Currently, investment decisions are being contemplated only by SWP PWAs.

To address the changed investment structure and level of participation in the DCP, an amendment to the
DCA Joint Powers Agreement (DCA JPA Amendment) has been developed to align the board
composition and voting procedures with PWAs’ respective financial commitments.  Under the current
proposal, the revised board would become a seven-member board to better reflect the investment in the
project.  The new seven-member board would include one seat with each for the following: Metropolitan,
Kern, Santa Clara, Class 3/5/7 contractors, and Class 2 Contractors, and two seats for Class 8 contractors.
Table 1 below provides a list of PWAs which are current or anticipated project participants by class.
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Table 1: Current or anticipated PWA’s for proposed DCA Board Seats by Contractor Class 
Class Contractors State Water Contractors 

Class 2 
Alameda Flood Control & Water Conservation (Zone 7) 
Alameda County Water District (ACWD) 

Class 3/5/7 

Dudley Ridge Water District (Class 3) 
San Luis Obispo County Flood Control & Water Conservation District (Class 5) 
Casitas Municipal Water District (Class 7) 
Santa Clarita Valley Water Agency (Class 7) 

Class 8 
Contractors 

Antelope Valley – East Kern Water Agency  
Coachella Valley Water District 
Crestline – Lake Arrowhead Water Agency 
Desert Water Agency 
Mojave Water Agency 
Palmdale Water District 
San Bernardino Valley Municipal Water District 
San Gabriel Valley Municipal Water District 
San Gorgonio Pass Water Agency 

Additionally, updated voting provisions are proposed to reflect the new DCA governance.  Most actions 
would be decided by a majority vote, with each Director having one vote.  However, in order to account 
for each PWA’s financial investment, following an initial vote by the DCA board, a reconsideration 
provision would be allowed on certain financial decisions.  This would allow any DCA Director to move 
to reconsider an action related to annual budget, budget modification, construction contracts exceeding 
$10 million, and service contracts exceeding $1 million over the life of the contract.    

Reconsideration of an item approved by a majority vote must be initiated during the same meeting, and a 
reconsideration vote must be agendized for the next scheduled DCA board meeting, which may not be 
less than 14 days and not more than 30 days from the original action.  To overturn an original board vote, 
the reconsideration vote would be based on contracted proportionate share, which is the level of 
investment represented by each board seat, except for Class 8, the contracted proportionate share will be 
divided equally between the two board seats.  For the reconsideration vote to pass and overturn the initial 
vote, it would require the support of at least 70 percent of the contracted proportionate share.   

Preliminary Project Cost Information and Preliminary Benefits (September 2020 Bay-Delta Committee) 

During the September 2020 Bay-Delta Committee Meeting, staff provided an update on preliminary cost 
information and a range of potential project benefits for the DCP.  The preliminary cost information was 
generated by the DCA and estimates the project would be $15.9 billion (2020 dollars).  The purpose of the 
preliminary cost information was to provide PWA’s with cost information to support respective board funding 
decisions for planning costs.   

Key points - Preliminary Project Cost Information: 

 Includes early estimates for total project costs – construction, management, oversight, mitigation,
planning, soft costs, and contingencies.

 No Preliminary Engineering Report is available at this time; however, the DCA is conducting preliminary
engineering work, which helped inform the development of the cost information.

 PWA’s requested a review of the DCA cost assessment, and the results of that review identified that the
level of contingencies could vary.  Further, it indicated that the DCA estimated contingency amount
exceeds industry standards by $2.3 billion to $4.4 billion, and that the contingency would be expected to
narrow over time as the planning process proceeds.

 Cost Information will be revised after necessary engineering is complete.

Preliminary project benefits were also estimated.  The primary project benefits were compared to future 
conditions consistent with the NOP objectives of climate resiliency, seismic resiliency, water supply reliability, 
and operational resiliency.  The range of potential project benefits included preservation, or protection, of existing 
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water supplies ranging from 100,000 AF to 1,000,000 AF.  Potential enhanced water supply benefits may include 
water quality improvements and protection against climate change effects such as sea level rise, including greater 
sea level rise than currently projected.  Both preliminary cost information and preliminary project benefits will be 
further refined as the project planning proceeds and a decision to participate in the project construction nears.  

Next Steps 

Staff will continue to work with DWR, DCA, and other PWAs to advance the following: funding agreement for 
project planning, DCA JPA Amendment, and update the environmental planning workplan and budget.  In 
November 2020, staff will continue to review the status of developments with the Bay Delta Committee, 
including any development related to other PWA actions.  In December 2020, staff will propose actions to 
authorize the General Manager to enter the funding agreement with DWR and the DCA JPA Amendment.   

Policy 

By Minute Item 45753, dated May 11, 2004 the Board adopted refined Bay-Delta finance and cost allocation 
policy principles for communication with the California Bay-Delta Authority and interested parties, as set forth in 
the letter signed by the Chief Executive Officer on April 20, 2004. 

By Minute Item 46637, dated April 11, 2006, the Board adopted policy principles regarding long-term actions for 
the Sacramento-San Joaquin River Delta as described in the revised letter signed by the General Manager on 
April 4, 2006.  

By Minute Item 47135, dated June 12, 2007, the Board adopted a proposed Delta Action Plan. Subsequent to 
adoption of the Delta Action Plan, a Board of Directors Retreat was held on April 13-14, 2007 where the Board 
discussed a framework directing Metropolitan staff actions related to Delta issues.  The framework compromises 
of three major time-based components: A Short-Term Action Plan, a Mid-Term Action Plan and a Long-Term 
Action Plan.   

By Minute Item 47232, dated September 11, 2007, the Board adopted criteria for support of conveyance options 
in Implementation of a Long-term Delta Improvement Plan.  These criteria are as follows: provide water supply 
reliability, improve export water quality, allow flexible pumping operations in a dynamic fishery environment, 
enhance delta ecosystem, reduce seismic risks and reduce climate change risks.  

Attachment 1 – DWR’s Notice of Preparation Delta Conveyance Project 

Attachment 2 – DWR’s Planning Schedule for DCP 

Attachment 3 – Agreement in Principle 

Attachment 4 – White Paper on AIP 
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Stephen N. Arakawa 
Manager, Bay-Delta Initiatives 
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Jeffrey Kightlinger 
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&DOLIRUQLD�$TXHGXFW��7KH�SURSRVHG�SURMHFW�ZRXOG�FRQVWUXFW�DQG�RSHUDWH�QHZ�FRQYH\DQFH�
IDFLOLWLHV�LQ�WKH�'HOWD�WKDW�ZRXOG�DGG�WR�WKH�H[LVWLQJ�6:3�LQIUDVWUXFWXUH��1HZ�LQWDNH IDFLOLWLHV DV�
SRLQWV�RI�GLYHUVLRQ�ZRXOG�EH�ORFDWHG�LQ�WKH�QRUWK�'HOWD�DORQJ�WKH�6DFUDPHQWR�5LYHU�EHWZHHQ�
)UHHSRUW�DQG�WKH�FRQIOXHQFH�ZLWK�6XWWHU�6ORXJK��7KH�QHZ�FRQYH\DQFH�IDFLOLWLHV�ZRXOG�LQFOXGH D
WXQQHO�WR�FRQYH\�ZDWHU�IURP�WKH�QHZ�LQWDNHV�WR�WKH�H[LVWLQJ�%DQNV�3XPSLQJ�3ODQW�DQG�SRWHQWLDOO\
WKH�IHGHUDO -RQHV�3XPSLQJ�3ODQW�LQ�WKH�VRXWK�'HOWD��7KH�QHZ�IDFLOLWLHV�ZRXOG�SURYLGH�DQ�DOWHUQDWH�
ORFDWLRQ�IRU�GLYHUVLRQ�RI�ZDWHU�IURP�WKH�'HOWD�DQG�ZRXOG�EH�RSHUDWHG�LQ�FRRUGLQDWLRQ�ZLWK�WKH�
H[LVWLQJ�VRXWK�'HOWD�SXPSLQJ�IDFLOLWLHV��UHVXOWLQJ�LQ�D�V\VWHP�DOVR�NQRZQ�DV��GXDO�FRQYH\DQFH��

� 7KHVH�REMHFWLYHV�DUH�VXEMHFW�WR�UHILQHPHQW�GXULQJ�WKH�SURFHVV�RI�SUHSDULQJ�D�'UDIW�(,5�
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EHFDXVH�WKHUH�ZRXOG�EH�WZR�FRPSOHPHQWDU\�PHWKRGV�WR�GLYHUW�DQG�FRQYH\�ZDWHU��1HZ�IDFLOLWLHV�
SURSRVHG�IRU WKH�'HOWD�&RQYH\DQFH�3URMHFW�LQFOXGH��EXW�DUH�QRW�OLPLWHG�WR��WKH�IROORZLQJ�

,QWDNH�IDFLOLWLHV RQ�WKH�6DFUDPHQWR�5LYHU

7XQQHO�UHDFKHV�DQG�WXQQHO�VKDIWV

)RUHED\V

3XPSLQJ�SODQW

6RXWK�'HOWD�&RQYH\DQFH�)DFLOLWLHV

)LJXUH���VKRZV�WKH�DUHDV�XQGHU�FRQVLGHUDWLRQ�IRU�WKHVH�IDFLOLWLHV��2WKHU�DQFLOODU\�IDFLOLWLHV�PD\�EH�
FRQVWUXFWHG�WR�VXSSRUW�FRQVWUXFWLRQ�RI�WKH�FRQYH\DQFH�IDFLOLWLHV�LQFOXGLQJ��EXW�QRW�OLPLWHG�WR��
DFFHVV�URDGV��EDUJH�XQORDGLQJ�IDFLOLWLHV��FRQFUHWH�EDWFK�SODQWV��IXHO�VWDWLRQV� PLWLJDWLRQ�DUHDV� DQG�
SRZHU�WUDQVPLVVLRQ�DQG�RU�GLVWULEXWLRQ�OLQHV��

8QGHU�WKH�SURSRVHG�SURMHFW��WKH�QHZ�QRUWK�'HOWD�IDFLOLWLHV�ZRXOG�EH�VL]HG�WR�FRQYH\�XS�WR�������
FIV�RI�ZDWHU�IURP�WKH�6DFUDPHQWR�5LYHU�WR�WKH�6:3�IDFLOLWLHV�LQ�WKH�VRXWK�'HOWD �ZLWK�DOWHUQDWLYHV�
RI�GLIIHUHQW�IORZ�UDWHV��DV�GHVFULEHG�LQ�WKH ³$OWHUQDWLYHV´�VHFWLRQ�EHORZ���':5 ZRXOG�RSHUDWH�
WKH�SURSRVHG�QRUWK�'HOWD�IDFLOLWLHV�DQG�WKH�H[LVWLQJ�VRXWK�'HOWD�IDFLOLWLHV�LQ�FRPSOLDQFH�ZLWK�DOO�
VWDWH�DQG�IHGHUDO�UHJXODWRU\�UHTXLUHPHQWV�DQG�ZRXOG�QRW�UHGXFH�':5¶V�FXUUHQW DELOLW\�WR�PHHW�
VWDQGDUGV�LQ�WKH�'HOWD�WR�SURWHFW�ELRORJLFDO�UHVRXUFHV�DQG�ZDWHU�TXDOLW\�IRU�EHQHILFLDO�XVHV��
2SHUDWLRQV�RI�WKH�FRQYH\DQFH�IDFLOLWLHV�DUH SURSRVHG�WR LQFUHDVH�':5¶V DELOLW\�WR�FDSWXUH�ZDWHU�
GXULQJ�KLJK�IORZ�HYHQWV��$OWKRXJK�LQLWLDO�RSHUDWLQJ�FULWHULD�RI�WKH�SURSRVHG�SURMHFW�ZRXOG�EH�
IRUPXODWHG�GXULQJ�WKH�SUHSDUDWLRQ�RI�WKH�XSFRPLQJ�'UDIW (,5�LQ�RUGHU�WR�DVVHVV�SRWHQWLDO�
HQYLURQPHQWDO�LPSDFWV�DQG�PLWLJDWLRQ��ILQDO�SURMHFW�RSHUDWLRQV�ZRXOG�EH�GHWHUPLQHG�DIWHU�
FRPSOHWLRQ�RI�WKH�&(4$�SURFHVV��REWDLQLQJ�DSSURSULDWH�ZDWHU�ULJKW�DSSURYDOV�WKURXJK�WKH�6WDWH�
:DWHU�5HVRXUFHV�&RQWURO�%RDUG
V�FKDQJH�LQ�SRLQW�RI�GLYHUVLRQ�SURFHVV� DQG�FRPSOHWLQJ WKH
FRQVXOWDWLRQ�DQG�UHYLHZ�UHTXLUHPHQWV�RI�WKH�IHGHUDO�(QGDQJHUHG�6SHFLHV�$FW�DQG�&DOLIRUQLD�
(QGDQJHUHG 6SHFLHV $FW��&RQVWUXFWLRQ�DQG�FRPPLVVLRQLQJ�RI�WKH�RYHUDOO�FRQYH\DQFH�SURMHFW��LI�
DSSURYHG� ZRXOG�WDNH DSSUR[LPDWHO\����\HDUV��EXW�WKH�GXUDWLRQ�RI�FRQVWUXFWLRQ�DW�PRVW�ORFDWLRQV�
ZRXOG�YDU\�DQG�ZRXOG�QRW�H[WHQG�IRU�WKLV�IXOO�FRQVWUXFWLRQ�SHULRG�

5HFODPDWLRQ�LV�FRQVLGHULQJ�WKH�SRWHQWLDO�RSWLRQ�WR�LQYROYH�WKH�&93�LQ�WKH�'HOWD�&RQYH\DQFH�
3URMHFW��%HFDXVH�RI�WKLV SRVVLELOLW\��WKH�FRQQHFWLRQ�WR�WKH�H[LVWLQJ�-RQHV�3XPSLQJ�3ODQW�LQ�WKH�
VRXWK�'HOWD�LV�LQFOXGHG�LQ�WKH�SURSRVHG�IDFLOLW\�GHVFULSWLRQV�EHORZ��7KH�SURSRVHG�SURMHFW�PD\�
LQFOXGH�D�SRUWLRQ�RI�WKH�RYHUDOO�FDSDFLW\�GHGLFDWHG�IRU�&93�XVH��RU�LW�PD\�DFFRPPRGDWH�&93�XVH�
RI�DYDLODEOH�FDSDFLW\��ZKHQ�QRW�XVHG�E\�6:3�SDUWLFLSDQWV���,I�5HFODPDWLRQ�GHWHUPLQHV�WKDW�WKHUH�
FRXOG�EH�D�UROH�IRU�WKH�&93�LQ�WKH�'HOWD�&RQYH\DQFH�3URMHFW��WKLV�UROH�ZRXOG�EH�LGHQWLILHG LQ�D�
VHSDUDWH�1(3$�1RWLFH�RI�,QWHQW�LVVXHG�E\�5HFODPDWLRQ�
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,QWDNH�)DFLOLWLHV

7KH�SURSRVHG�LQWDNH�IDFLOLWLHV�ZRXOG�EH�ORFDWHG�DORQJ�WKH�6DFUDPHQWR�5LYHU�EHWZHHQ�)UHHSRUW�
DQG�WKH�FRQIOXHQFH�ZLWK�6XWWHU�6ORXJK��DV�VKRZQ�LQ�)LJXUH����7KH�SURSRVHG�SURMHFW�ZRXOG�
LQFOXGH�WZR�LQWDNHV�ZLWK�D�PD[LPXP�GLYHUVLRQ�FDSDFLW\�RI�DERXW�������FIV�HDFK��7KH�VL]H�RI HDFK�
LQWDNH�ORFDWLRQ�FRXOG�UDQJH�IURP����WR�����DFUHV��GHSHQGLQJ�XSRQ�ILVK�VFUHHQ�VHOHFWLRQ��DORQJ�WKH�
6DFUDPHQWR�5LYHU�DQG�LQFOXGH�D�VWDWH�RI�WKH�DUW�ILVK�VFUHHQ��VHGLPHQWDWLRQ�EDVLQV��WXQQHO�VKDIW��
DQG�DQFLOODU\�IDFLOLWLHV��$Q�DGGLWLRQDO����WR����DFUHV�DW�HDFK�LQWDNH�ORFDWLRQ�ZRXOG�EH�WHPSRUDULO\�
GLVWXUEHG�IRU�VWDJLQJ�RI�FRQVWUXFWLRQ�IDFLOLWLHV��PDWHULDOV�VWRUDJH��DQG�D�FRQFUHWH�EDWFK�SODQW��LI�
QHHGHG�

7XQQHO�DQG�7XQQHO�6KDIWV

7KH�SURSRVHG�SURMHFW�ZRXOG�FRQVWUXFW�XS�WR�WZR�QRUWK�FRQQHFWLQJ�WXQQHO�UHDFKHV WR�FRQQHFW�WKH�
LQWDNHV�WR�DQ�,QWHUPHGLDWH�)RUHED\��VHH�³)RUHED\V´ VHFWLRQ�EHORZ���D�VLQJOH�PDLQ�WXQQHO�IURP�WKH�
,QWHUPHGLDWH�)RUHED\�WR�D�QHZ�6RXWKHUQ�)RUHED\��DQG�WZR�FRQQHFWLQJ�VRXWK�WXQQHO�UHDFKHV�DV�
SDUW�RI�WKH�SURSRVHG�SURMHFW¶V�6RXWK�'HOWD�&RQYH\DQFH�)DFLOLWLHV��VHH�³6RXWK�'HOWD�&RQYH\DQFH�
)DFLOLWLHV´ VHFWLRQ�EHORZ��WR�FRQQHFW�WR�WKH�H[LVWLQJ�6:3�DQG��SRWHQWLDOO\�&93��IDFLOLWLHV�LQ�WKH�
VRXWK�'HOWD��7KH�VLQJOH�PDLQ�WXQQHO�ZRXOG�IROORZ�RQH�RI�WZR�SRWHQWLDO�RSWLRQDO�FRUULGRUV�DV�
VKRZQ�LQ�)LJXUH����

7KH�SURSRVHG�VLQJOH�PDLQ�WXQQHO�DQG�FRQQHFWLQJ�WXQQHO�UHDFKHV�ZRXOG�EH FRQVWUXFWHG�
XQGHUJURXQG�ZLWK�WKH�ERWWRP�RI�WKH�WXQQHO�DW DSSUR[LPDWHO\�����IHHW�EHORZ�WKH�JURXQG�VXUIDFH��
&RQVWUXFWLRQ�IRU�WKH�WXQQHO ZRXOG�UHTXLUH�D�VHULHV�RI�ODXQFK�VKDIWV�DQG�UHWULHYDO�VKDIWV��(DFK�
ODXQFK�DQG�UHWULHYDO�VKDIW�VLWH�ZRXOG�UHTXLUH�D�SHUPDQHQW�DUHD�RI�DERXW�IRXU�DFUHV��/DXQFK�VLWHV�
ZRXOG�LQYROYH WHPSRUDU\�XVH�RI�XS�WR�DERXW�����DFUHV�IRU�FRQVWUXFWLRQ�VWDJLQJ�DQG�PDWHULDO�
VWRUDJH��'HSHQGLQJ�RQ�WKH�ORFDWLRQ��WKH�VKDIWV�PD\�DOVR�UHTXLUH�IORRG�SURWHFWLRQ�IDFLOLWLHV�WR�
H[WHQG�XS�WR�DERXW��� IHHW�DERYH�WKH�H[LVWLQJ�JURXQG�VXUIDFH�WR�DYRLG�ZDWHU�IURP�HQWHULQJ�WKH�
WXQQHO�IURP�WKH�JURXQG�VXUIDFH�LI�WKH�DUHD�ZDV�IORRGHG� (DUWKHQ�PDWHULDO�ZRXOG�EH�UHPRYHG�IURP�
EHORZ�WKH�JURXQG�VXUIDFH�DV�WXQQHO�FRQVWUXFWLRQ�SURJUHVVHV��WKLV�UHXVDEOH�WXQQHO�PDWHULDO�FRXOG�
EH�UHXVHG�IRU�HPEDQNPHQWV�RU�RWKHU�SXUSRVHV�LQ�WKH�'HOWD�RU�VWRUHG�QHDU�WKH�ODXQFK�VKDIW�
ORFDWLRQV��

)RUHED\V

7KH�SURSRVHG�SURMHFW�ZRXOG�LQFOXGH�DQ�,QWHUPHGLDWH�)RUHED\�DQG�D�6RXWKHUQ�)RUHED\��7KH�
,QWHUPHGLDWH�)RUHED\�ZRXOG�SURYLGH�SRWHQWLDO�RSHUDWLRQDO�EHQHILWV�DQG�ZRXOG�EH�ORFDWHG�DORQJ�
WKH�WXQQHO�FRUULGRU�EHWZHHQ�WKH�LQWDNHV�DQG�WKH�SXPSLQJ�SODQW��7KH�6RXWKHUQ�)RUHED\�ZRXOG�EH�
ORFDWHG�DW�WKH�VRXWKHUQ�HQG�RI�WKH�VLQJOH�PDLQ�WXQQHO�DQG�ZRXOG�IDFLOLWDWH�FRQYH\DQFH�WR�WKH�
H[LVWLQJ�6:3�SXPSLQJ�IDFLOLW\�DQG��SRWHQWLDOO\�WKH�&93�SXPSLQJ�IDFLOLWLHV��7KH�IRUHED\V�ZRXOG�
EH�FRQVWUXFWHG�DERYH�WKH�JURXQG��DQG�QRW�ZLWKLQ�DQ�H[LVWLQJ�ZDWHU�ERG\��7KH�VL]H�RI�WKH�
,QWHUPHGLDWH�)RUHED\�ZRXOG�EH�DSSUR[LPDWHO\�����DFUHV�ZLWK�DQ�DGGLWLRQDO���� DFUHV�GLVWXUEHG�
GXULQJ�FRQVWUXFWLRQ�IRU�PDWHULDO�DQG�HTXLSPHQW�VWRUDJH��DQG�UHXVDEOH�WXQQHO�PDWHULDO�VWRUDJH��
7KH�HPEDQNPHQWV�ZRXOG�EH�DSSUR[LPDWHO\����IHHW�DERYH�WKH�H[LVWLQJ�JURXQG�VXUIDFH��$GGLWLRQDO�
DSSXUWHQDQW�VWUXFWXUHV��LQFOXGLQJ�D�SHUPDQHQW�FUDQH��ZRXOG�H[WHQG�XS�WR����IHHW�DERYH�WKH�
HPEDQNPHQWV��

11/10/2020 Board Meeting 6a Attachment 1, Page 5 of 12



�

7KH�6RXWKHUQ�)RUHED\�ZRXOG�EH�ORFDWHG�QHDU�WKH�H[LVWLQJ�&OLIWRQ�&RXUW�)RUHED\�DQG�ZRXOG�EH�
DSSUR[LPDWHO\�����DFUHV�ZLWK�DQ�DGGLWLRQDO�����DFUHV�GLVWXUEHG�GXULQJ�FRQVWUXFWLRQ�IRU�PDWHULDO�
DQG�HTXLSPHQW�VWRUDJH��SRWHQWLDO�ORDGLQJ�DQG�RIIORDGLQJ�IDFLOLWLHV��DQG�UHXVDEOH�WXQQHO�PDWHULDO�
VWRUDJH��7KH�6RXWKHUQ�)RUHED\�HPEDQNPHQWV�ZRXOG�EH�XS�WR����IHHW�DERYH�WKH�H[LVWLQJ�JURXQG�
VXUIDFH��

3XPSLQJ�3ODQW

7KH�SURSRVHG�SURMHFW�ZRXOG�LQFOXGH�D SXPSLQJ�SODQW�ORFDWHG�DW�WKH�QHZ�6RXWKHUQ�)RUHED\�DQG�
ZRXOG�UHFHLYH�WKH�ZDWHU�WKURXJK�WKH�VLQJOH�PDLQ�WXQQHO�IRU�GLVFKDUJH�LQ�WKH�6RXWKHUQ�)RUHED\��
7KH�SXPSLQJ�SODQW�ZRXOG�EH�DSSUR[LPDWHO\����DFUHV�DORQJ�WKH�VLGH�RI�WKH�6RXWKHUQ�)RUHED\�DQG�
ZRXOG�LQFOXGH�VXSSRUW�VWUXFWXUHV��ZLWK�D�SHUPDQHQW�FUDQH�IRU�PDLQWHQDQFH�DV�WKH�KLJKHVW�IHDWXUH�
WKDW�ZRXOG�H[WHQG�DSSUR[LPDWHO\����IHHW�DERYH�WKH�H[LVWLQJ�JURXQG�VXUIDFH��7KH�WHPSRUDU\�DQG�
SHUPDQHQW�GLVWXUEHG�DUHD�IRU�WKH�SXPSLQJ�SODQW�LV�LQFOXGHG�LQ�WKH�6RXWKHUQ�)RUHED\�DUHD��
GHVFULEHG�DERYH��

6RXWK�'HOWD�&RQYH\DQFH�)DFLOLWLHV�

7KH�SURSRVHG�SURMHFW�ZRXOG�LQFOXGH�6RXWK�'HOWD�&RQYH\DQFH�)DFLOLWLHV�WKDW�ZRXOG�H[WHQG�IURP�
WKH�QHZ�6RXWKHUQ�)RUHED\�WR�WKH�H[LVWLQJ�%DQNV�3XPSLQJ�3ODQW�LQOHW�FKDQQHO��7KH�FRQQHFWLRQ�WR�
WKH�H[LVWLQJ�%DQNV�3XPSLQJ�3ODQW�ZRXOG�EH�YLD�FDQDOV�ZLWK�WZR�WXQQHOV�WR�FURVV�XQGHU�WKH�%\URQ�
+LJKZD\��7KH�FDQDOV�DQG�DVVRFLDWHG�FRQWURO�VWUXFWXUHV�ZRXOG�EH�ORFDWHG�RYHU�DSSUR[LPDWHO\�����
WR�����DFUHV��$SSUR[LPDWHO\����WR����DGGLWLRQDO�DFUHV�ZRXOG�EH�GLVWXUEHG�WHPSRUDULO\�GXULQJ�
FRQVWUXFWLRQ��7KHVH IDFLOLWLHV FRXOG�DOVR�EH�XVHG�WR�FRQQHFW�WKH�6RXWKHUQ�)RUHED\�WR�WKH�&93¶V�
-RQHV�3XPSLQJ�3ODQW��

&RQWUDFW�$PHQGPHQW�IRU�'HOWD�&RQYH\DQFH

7KH�SURSRVHG�SURMHFW�PD\�LQYROYH PRGLILFDWLRQV WR RQH�RU�PRUH�RI WKH�6WDWH�:DWHU�5HVRXUFHV�
'HYHORSPHQW�6\VWHP��FRPPRQO\�UHIHUUHG�WR�DV�WKH�6:3��ZDWHU�VXSSO\�FRQWUDFWV�WR�LQFRUSRUDWH�
WKH�'HOWD�&RQYH\DQFH�3URMHFW��7KHUHIRUH��LI�PRGLILFDWLRQV�PRYH�IRUZDUG��WKH 'HOWD�&RQYH\DQFH�
3URMHFW�(,5�ZLOO�DVVHVV��DV�SDUW�RI�WKH�SURSRVHG�SURMHFW��SRWHQWLDO�HQYLURQPHQWDO�LPSDFWV
DVVRFLDWHG�ZLWK�UHDVRQDEO\�IRUHVHHDEOH�SRWHQWLDO�FRQWUDFW�PRGLILFDWLRQV�

352-(&7�$5($

7KH�SURSRVHG�(,5�SURMHFW�DUHD IRU�HYDOXDWLRQ�RI�LPSDFWV�FRQVLVWV�RI�WKH�IROORZLQJ�WKUHH�
JHRJUDSKLF�UHJLRQV��DV�VKRZQ�LQ�)LJXUH����EHORZ�

8SVWUHDP�RI�WKH�'HOWD�UHJLRQ
6WDWXWRU\�'HOWD��&DOLIRUQLD�:DWHU�&RGH�6HFWLRQ�������
6RXWK�RI�'HOWD�6:3�6HUYLFH�$UHDV�DQG��SRWHQWLDOO\��6RXWK�RI�'HOWD &93�6HUYLFH�$UHDV��

7KH�VWXG\�DUHDV�ZLOO�EH�VSHFLILFDOO\�GHILQHG�IRU�HDFK�UHVRXUFH�DUHD�HYDOXDWHG�LQ�WKH�(,5�
)LJXUH���VKRZV�WKH�6:3�6RXWK�RI�'HOWD�ZDWHU�FRQWUDFWRUV�
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$/7(51$7,9(6

$V�GHVFULEHG�DERYH��WKH�SURSRVHG�SURMHFW�KDV�EHHQ�LQIRUPHG�E\�SDVW�HIIRUWV�WDNHQ�ZLWKLQ�WKH�
'HOWD�DQG�WKH�ZDWHUVKHGV�RI�WKH�6DFUDPHQWR�DQG�6DQ�-RDTXLQ�5LYHUV��LQFOXGLQJ�WKRVH�XQGHUWDNHQ�
WKURXJK�WKH�%D\�'HOWD�&RQVHUYDWLRQ�3ODQ��%'&3��&DOLIRUQLD�:DWHU)L[��$V VWDWHG�LQ�&(4$�
*XLGHOLQHV�6HFWLRQ���������D���WKH�³(,5�VKDOO�GHVFULEH�D�UDQJH�RI�UHDVRQDEOH�DOWHUQDWLYHV�WR�WKH�
SURMHFW��ZKLFK�ZRXOG�IHDVLEO\�DWWDLQ�PRVW�RI�WKH�EDVLF�REMHFWLYHV�RI�WKH�SURMHFW�EXW�ZRXOG�DYRLG�
RU�VXEVWDQWLDOO\�OHVVHQ�DQ\�RI�WKH�VLJQLILFDQW HIIHFWV�RI�WKH�SURMHFW��DQG�HYDOXDWH�WKH�FRPSDUDWLYH�
PHULWV�RI�WKH�DOWHUQDWLYHV� $Q�(,5�QHHG�QRW�FRQVLGHU�HYHU\�FRQFHLYDEOH�DOWHUQDWLYH�WR�D�SURMHFW��
5DWKHU�LW�PXVW�FRQVLGHU�D�UHDVRQDEOH�UDQJH�RI�SRWHQWLDOO\�IHDVLEOH�DOWHUQDWLYHV�WKDW�ZLOO�IRVWHU�
LQIRUPHG GHFLVLRQ�PDNLQJ�DQG�SXEOLF�SDUWLFLSDWLRQ��$Q�(,5�LV�QRW�UHTXLUHG�WR�FRQVLGHU�
DOWHUQDWLYHV�ZKLFK�DUH�LQIHDVLEOH�´

7KH�VFRSLQJ�SURFHVV�ZLOO�LQIRUP�SUHOLPLQDU\�ORFDWLRQV��FRUULGRUV��FDSDFLWLHV�DQG�RSHUDWLRQV�RI�
QHZ�FRQYH\DQFH�IDFLOLWLHV�WR�EH�HYDOXDWHG�LQ�WKH�(,5��,Q�LGHQWLI\LQJ�WKH�SRVVLEOH�(,5�DOWHUQDWLYHV�
WR�EH�DQDO\]HG�LQ�GHWDLO��':5�LV FXUUHQWO\ FRQVLGHULQJ�DOWHUQDWLYHV�ZLWK�FDSDFLWLHV�WKDW�UDQJH�
IURP�������WR�������FIV��ZLWK�YDU\LQJ�GHJUHHV�RI�LQYROYHPHQW�RI�WKH�&93��LQFOXGLQJ�QR
LQYROYHPHQW�� ':5�ZLOO�PDNH LWV�ILQDO�FKRLFH�RI�SRWHQWLDOO\�IHDVLEOH�DOWHUQDWLYHV�WR�LQFOXGH�LQ�
WKH�'UDIW�(,5�DIWHU�UHFHLSW�RI�VFRSLQJ�FRPPHQWV��

327(17,$/�(19,5210(17$/�())(&76

':5�DV�WKH�OHDG�DJHQF\�ZLOO�GHVFULEH�DQG�DQDO\]H WKH�VLJQLILFDQW�HQYLURQPHQWDO�HIIHFWV�RI�WKH�
SURSRVHG�SURMHFW��':5�GLG�QRW�SUHSDUH�DQ�LQLWLDO�VWXG\�VR�QRQH�LV�DWWDFKHG��WKH�(,5�ZLOO�LQFOXGH�
WKH�VXLWH�RI�UHVRXUFH�FDWHJRULHV�FRQWDLQHG�LQ�$SSHQGL[�*�RI�&(4$�*XLGHOLQHV��3UREDEOH�HIIHFWV�
PD\ LQFOXGH�

:DWHU�6XSSO\��FKDQJHV�LQ�ZDWHU�GHOLYHULHV�
6XUIDFH�:DWHU��FKDQJHV�LQ�ULYHU IORZV LQ�WKH�'HOWD�
*URXQGZDWHU��SRWHQWLDO�HIIHFWV�WR�JURXQGZDWHU�OHYHOV�GXULQJ�RSHUDWLRQ�
:DWHU�4XDOLW\��FKDQJHV�WR�ZDWHU�TXDOLW\�FRQVWLWXHQWV�DQG�RU�FRQFHQWUDWLRQV�IURP�
RSHUDWLRQ�RI�IDFLOLWLHV�
*HRORJ\�DQG�6HLVPLFLW\� FKDQJHV�LQ�ULVN�RI VHWWOHPHQW GXULQJ�FRQVWUXFWLRQ�
6RLOV��FKDQJHV�LQ WRSVRLO DVVRFLDWHG�ZLWK�FRQVWUXFWLRQ�RI WKH�ZDWHU�FRQYH\DQFH�IDFLOLWLHV�
)LVK�DQG�$TXDWLF�5HVRXUFHV��HIIHFWV�WR�ILVK�DQG�DTXDWLF�UHVRXUFHV IURP�FRQVWUXFWLRQ DQG�
RSHUDWLRQ�RI�WKH�ZDWHU�FRQYH\DQFH�IDFLOLWLHV�
7HUUHVWULDO�%LRORJLFDO�5HVRXUFHV��HIIHFWV�WR�WHUUHVWULDO�VSHFLHV GXH�WR�FRQVWUXFWLRQ RI�WKH�
ZDWHU�FRQYH\DQFH�IDFLOLWLHV�
/DQG�8VH��LQFRPSDWLELOLWLHV�ZLWK�ODQG�XVH�GHVLJQDWLRQV�
$JULFXOWXUDO�DQG�)RUHVWU\�5HVRXUFHV��SUHVHUYDWLRQ�RU�FRQYHUVLRQ�RI�IDUPODQG�
5HFUHDWLRQ��GLVSODFHPHQW�DQG�UHGXFWLRQ�RI�UHFUHDWLRQ�VLWHV�
$HVWKHWLFV DQG�9LVXDO�5HVRXUFHV��HIIHFWV�WR�VFHQLF�YLHZV�EHFDXVH�RI�ZDWHU�FRQYH\DQFH�
IDFLOLWLHV�
&XOWXUDO�DQG�7ULEDO�&XOWXUDO�5HVRXUFHV� HIIHFWV�WR�DUFKHRORJLFDO�DQG�KLVWRULFDO�VLWHV DQG�
WULEDO�FXOWXUDO�UHVRXUFHV��
7UDQVSRUWDWLRQ��YHKLFOH�PLOHV�WUDYHOHG��HIIHFWV�RQ�URDG DQG�PDULQH�WUDIILF�
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3XEOLF�6HUYLFHV�DQG�8WLOLWLHV��HIIHFWV�WR�UHJLRQDO�RU�ORFDO�XWLOLWLHV�
(QHUJ\��FKDQJHV�WR HQHUJ\ XVH IURP�FRQVWUXFWLRQ�DQG�RSHUDWLRQ�RI�IDFLOLWLHV�
$LU 4XDOLW\�DQG�*UHHQKRXVH�*DV��FKDQJHV�LQ�FULWHULD�SROOXWDQW�HPLVVLRQV�DQG ORFDOL]HG�
SDUWLFXODWH�PDWWHU�IURP�FRQVWUXFWLRQ DQG�JUHHQKRXVH�JDV�HPLVVLRQV�
1RLVH��FKDQJHV�LQ�QRLVH�DQG�YLEUDWLRQ�IURP�FRQVWUXFWLRQ�DQG�RSHUDWLRQ�RI�WKH�IDFLOLWLHV�
+D]DUGV�DQG�+D]DUGRXV�0DWHULDOV��SRWHQWLDO�FRQIOLFWV�ZLWK�KD]DUGRXV�VLWHV�
3XEOLF�+HDOWK��FKDQJHV�WR�VXUIDFH�ZDWHU�FRXOG�SRWHQWLDOO\�LQFUHDVH�FRQFHUQV�DERXW
PRVTXLWR�ERUQH�GLVHDVHV
0LQHUDO�5HVRXUFHV��FKDQJHV�LQ�DYDLODELOLW\�RI�QDWXUDO�JDV�ZHOOV GXH�WR�FRQVWUXFWLRQ�RI�WKH�
ZDWHU�FRQYH\DQFH�IDFLOLWLHV�
3DOHRQWRORJLFDO�5HVRXUFHV� HIIHFWV�WR�SDOHRQWRORJLFDO UHVRXUFHV�GXH�WR�H[FDYDWLRQ�IRU�
ERUURZ�DQG�IRU�FRQVWUXFWLRQ�RI�WXQQHOV�DQG�FDQDOV�
&OLPDWH�&KDQJH� LQFUHDVH�UHVLOLHQF\�WR�UHVSRQG WR�FOLPDWH�FKDQJH
*URZWK�,QGXFHPHQW�DQG�2WKHU�,QGLUHFW�(IIHFWV��FKDQJHV�WR�ODQG�XVHV�DV�D�UHVXOW�RI�
FKDQJHV�LQ�ZDWHU�DYDLODELOLW\ UHVXOWLQJ�IURP�FKDQJHV�LQ�ZDWHU�VXSSO\�GHOLYHULHV

:KHUH�WKH�SRWHQWLDO�WR�FDXVH�VLJQLILFDQW�HQYLURQPHQWDO�LPSDFWV�DUH�LGHQWLILHG��WKH�(,5�ZLOO�
LGHQWLI\�DYRLGDQFH��PLQLPL]DWLRQ� RU�PLWLJDWLRQ�PHDVXUHV�WKDW�DYRLG�RU�VXEVWDQWLDOO\�OHVVHQ�WKRVH�
LPSDFWV�

$'',7,21$/�%$&.*5281'�,1)250$7,21

':5�SUHYLRXVO\�VWXGLHG�D�VLPLODU�SURMHFW�WKURXJK�HIIRUWV�RQ WKH %'&3�DQG�VXEVHTXHQWO\ WKH
&DOLIRUQLD�:DWHU)L[��7KH�SURSRVHG�'HOWD�&RQYH\DQFH�3URMHFW�LV�D�QHZ�SURMHFW�DQG�LV�QRW�
VXSSOHPHQWDO�WR�WKHVH�SDVW�HIIRUWV�RU�WLHUHG�IURP�SUHYLRXV�HQYLURQPHQWDO�FRPSOLDQFH�GRFXPHQWV�
7KLV�VHFWLRQ�SURYLGHV�EDFNJURXQG�RQ�WKHVH�SDVW HIIRUWV�

,Q�2FWREHU�������YDULRXV�VWDWH�DQG�IHGHUDO�DJHQFLHV��ZDWHU�FRQWUDFWRUV��DQG�RWKHU�VWDNHKROGHUV�
LQLWLDWHG�D�SURFHVV�WR�GHYHORS�ZKDW�EHFDPH�NQRZQ�DV�WKH�%'&3�WR�DGYDQFH�WKH�REMHFWLYHV�RI�
FRQWULEXWLQJ�WR�WKH�UHVWRUDWLRQ�RI HFRORJLFDO�IXQFWLRQV�LQ�WKH�'HOWD�DQG�LPSURYLQJ�ZDWHU�VXSSO\�
UHOLDELOLW\�IRU�WKH�6:3 DQG�&93 'HOWD�RSHUDWLRQV�LQ�WKH�6WDWH�RI�&DOLIRUQLD�

,Q�'HFHPEHU�������DIWHU�VHYHUDO�\HDUV�RI�SUHSDUDWLRQ��':5��5HFODPDWLRQ��WKH 8QLWHG�6WDWHV�)LVK�
DQG�:LOGOLIH�6HUYLFH��DQG�WKH�1DWLRQDO�0DULQH�)LVKHULHV�6HUYLFH��DFWLQJ�DV�MRLQW�OHDG�DJHQFLHV
XQGHU�&(4$�DQG�1(3$��SXEOLVKHG�D�GUDIW�RI�WKH�%'&3�DQG�DQ�DVVRFLDWHG�'UDIW�(,5�(,6��7KH�
'UDIW�(,5�(,6�DQDO\]HG�D�WRWDO�RI����DFWLRQ�DOWHUQDWLYHV��LQFOXGLQJ�$OWHUQDWLYH����ZKLFK�ZDV�
LGHQWLILHG�DV�':5¶V�SUHIHUUHG�DOWHUQDWLYH DW�WKDW�WLPH��

,Q�-XO\�RI�������DIWHU�WDNLQJ�SXEOLF�DQG�DJHQF\�LQSXW�LQWR�DFFRXQW��WKH�OHDG�DJHQFLHV�IRUPXODWHG�
WKUHH�QHZ�VXE�DOWHUQDWLYHV���'���$���$� DQG�UHOHDVHG�D�3DUWLDOO\�5HFLUFXODWHG�'UDIW�
(,5�6XSSOHPHQWDO�'UDIW�(,6 �5'(,5�6'(,6� IRU�SXEOLF�FRPPHQW��$OWHUQDWLYH��$��ZKLFK�LV�
NQRZQ�DV�³&DOLIRUQLD�:DWHU)L[´�ZDV�LGHQWLILHG�DV�':5�DQG�5HFODPDWLRQ¶V�SUHIHUUHG�DOWHUQDWLYH�
LQ�WKH�5'(,5�6'(,6�

2Q�-XO\�����������':5�FHUWLILHG�WKH�)LQDO�(,5 DQG�DSSURYHG�&DOLIRUQLD�:DWHU)L[��)ROORZLQJ�
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WKDW�DSSURYDO��':5�FRQWLQXHG�WR�IXUWKHU�UHILQH�WKH�SURMHFW��UHVXOWLQJ�LQ�UHGXFWLRQV�WR�
HQYLURQPHQWDO�LPSDFWV��7KHVH�SURMHFW�UHILQHPHQWV�UHTXLUHG�DGGLWLRQDO�&(4$�1(3$�
GRFXPHQWDWLRQ��

2Q�-DQXDU\�����������':5�VXEPLWWHG�DQ�DGGHQGXP�VXPPDUL]LQJ�SURSRVHG�SURMHFW�
PRGLILFDWLRQV�WR�&DOLIRUQLD�:DWHU)L[�DVVRFLDWHG�ZLWK�UHILQHPHQWV�WR�WKH�WUDQVPLVVLRQ�OLQH�
FRUULGRUV�SURSRVHG�E\�WKH�6DFUDPHQWR�0XQLFLSDO�8WLOLW\�'LVWULFW� 7KH�$GGHQGXP�GHVFULEHG�WKH�
GHVLJQ�RI�WKH�DSSOLFDEOH�PRGLILHG�&DOLIRUQLD�:DWHU)L[�SRZHU�IHDWXUHV��SURSRVHG�PRGLILFDWLRQV�WR�
WKRVH�SRZHU�IHDWXUHV��LQFOXGLQJ�DQ�H[SODQDWLRQ�RI�WKH�QHHG�IRU�WKH�PRGLILFDWLRQV���WKH�H[SHFWHG�
EHQHILWV�RI�WKH�PRGLILFDWLRQV�WR�WKH�WUDQVPLVVLRQ�OLQHV��DQG�SRWHQWLDO�HQYLURQPHQWDO�HIIHFWV�DV�D�
UHVXOW�RI�WKRVH�SRZHU�UHODWHG�PRGLILFDWLRQV��DV�FRPSDUHG�WR�WKH�LPSDFWV�DQDO\]HG�LQ�WKH�FHUWLILHG�
)LQDO�(,5��

2Q�-XO\�����������':5�UHOHDVHG�WKH�&DOLIRUQLD�:DWHU)L[�'UDIW�6XSSOHPHQWDO�(,5��ZKLFK
HYDOXDWHG SURSRVHG�FKDQJHV�WR�WKH�FHUWDLQ�FRQYH\DQFH�IDFLOLWLHV�RI�WKH�DSSURYHG�SURMHFW���1R
)LQDO�6XSSOHPHQWDO�(,5�ZDV�HYHU�FRPSOHWHG��GXH�WR�WKH�FKDQJH�LQ�GLUHFWLRQ�GLFWDWHG�E\�*RYHUQRU�
1HZVRP¶V�6WDWH�RI�WKH�6WDWH�VSHHFK�DQG�([HFXWLYH�2UGHU�1���������2Q�6HSWHPEHU�����������
5HFODPDWLRQ�LVVXHG�WKH�&DOLIRUQLD�:DWHU)L[�'UDIW�6XSSOHPHQWDO�(,6��LQFOXGLQJ�DQ�DOWHUQDWLYHV�
FRPSDULVRQ�

6&23,1*�0((7,1*6

7KH�SURSRVHG�SURMHFW�LV�RI�VWDWHZLGH��UHJLRQDO�RU�DUHD�ZLGH�VLJQLILFDQFH��WKHUHIRUH��D�&(4$�
VFRSLQJ�PHHWLQJ�LV�UHTXLUHG�SXUVXDQW�WR�3XEOLF�5HVRXUFHV�&RGH�6HFWLRQ����������VXEGLYLVLRQ�
�D����� 3XEOLF�6FRSLQJ�PHHWLQJV�DUH�VFKHGXOHG�WR�WDNH�SODFH�DW�WKH�IROORZLQJ�WLPHV�DQG�ORFDWLRQV�

0RQGD\��)HEUXDU\������������S�P��± ��S�P��&DOLIRUQLD�(QYLURQPHQWDO�3URWHFWLRQ�$JHQF\
%XLOGLQJ�������,�6WUHHW��6DFUDPHQWR
:HGQHVGD\��)HEUXDU\������������S�P��± ��S�P� -XQLSHUR�6HUUD�6WDWH�%XLOGLQJ������:HVW�
)RXUWK�6WUHHW��/RV�$QJHOHV
0RQGD\��)HEUXDU\������������ S�P� ± ��S�P� -HDQ�+DUYLH�&RPPXQLW\�&HQWHU��������
5LYHU�5RDG��:DOQXW�*URYH
:HGQHVGD\��)HEUXDU\�������������S�P��± ��S�P��6DQWD�&ODUD�9DOOH\�:DWHU�'LVWULFW�%RDUG�
5RRP�������$OPDGHQ�([SUHVVZD\��6DQ�-RVH
7KXUVGD\��)HEUXDU\�������������S�P��± ��S�P��6DQ�-RDTXLQ�&RXQFLO�RI�*RYHUQPHQWV�
%RDUG�5RRP������:HEHU�$YHQXH��6WRFNWRQ
:HGQHVGD\��)HEUXDU\�������������S�P��± ��S�P��&ODUNVEXUJ�0LGGOH�6FKRRO�$XGLWRULXP��
������1HWKHUODQGV�5RDG��&ODUNVEXUJ
7KXUVGD\��)HEUXDU\�������������S�P��± ��S�P��%UHQWZRRG�&RPPXQLW\�&HQWHU�&RQIHUHQFH�
5RRP�����2DN�6WUHHW��%UHQWZRRG

$Q\RQH�LQWHUHVWHG�LQ�PRUH�LQIRUPDWLRQ�FRQFHUQLQJ�WKH�(,5�SURFHVV��RU�DQ\RQH�ZKR�KDV�
LQIRUPDWLRQ�FRQFHUQLQJ�WKH�VWXG\�RU�VXJJHVWLRQV�DV�WR�VLJQLILFDQW�LVVXHV��VKRXOG�FRQWDFW 0DUFXV�
<HH�DW����������������
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:5,77(1�&200(176

7KLV�QRWLFH�LV�EHLQJ�IXUQLVKHG�WR�REWDLQ�VXJJHVWLRQV�DQG�LQIRUPDWLRQ�IURP�RWKHU�DJHQFLHV�DQG�WKH�
SXEOLF�RQ�WKH�VFRSH�RI�LVVXHV�DQG�DOWHUQDWLYHV�WR�FRQVLGHU LQ�GHYHORSLQJ�WKH�(,5��7KH�SULPDU\�
SXUSRVH�RI�WKH�VFRSLQJ�SURFHVV�LV�WR�LGHQWLI\�LPSRUWDQW�LVVXHV�UDLVHG�E\�WKH�SXEOLF�DQG�
UHVSRQVLEOH�DQG�WUXVWHH�SXEOLF�DJHQFLHV UHODWHG�WR�WKH�LVVXDQFH�RI�UHJXODWRU\�SHUPLWV�DQG�
DXWKRUL]DWLRQV DQG�QDWXUDO�UHVRXUFH�SURWHFWLRQ��:ULWWHQ�FRPPHQWV�IURP�LQWHUHVWHG�SDUWLHV�DUH�
LQYLWHG�WR�HQVXUH�WKDW�WKH�IXOO�UDQJH�RI�HQYLURQPHQWDO�LVVXHV�UHODWHG�WR�WKH�GHYHORSPHQW�RI�WKH
(,5�DUH�LGHQWLILHG��$OO�FRPPHQWV UHFHLYHG��LQFOXGLQJ�QDPHV�DQG�DGGUHVVHV��ZLOO�EHFRPH�SDUW�RI�
WKH�RIILFLDO�DGPLQLVWUDWLYH�UHFRUG�DQG�PD\�EH�PDGH�DYDLODEOH�WR�WKH�SXEOLF��

:ULWWHQ�FRPPHQWV�RQ�WKLV�SDUW�RI�WKH�6FRSLQJ SURFHVV�ZLOO�EH�DFFHSWHG�XQWLO � S�P��RQ�0DUFK�����
���� DQG�FDQ�EH�VXEPLWWHG�LQ�VHYHUDO�ZD\V�

9LD�HPDLO� 'HOWD&RQYH\DQFH6FRSLQJ#ZDWHU�FD�JRY
9LD�0DLO��'HOWD�&RQYH\DQFH�6FRSLQJ�&RPPHQWV��$WWQ��5HQHH�5RGULJXH]��'HSDUWPHQW�RI�
:DWHU�5HVRXUFHV��3�2��%R[���������6DFUDPHQWR��&$������

$V�UHTXLUHG�E\�WKH�&(4$�*XLGHOLQHV��ZLWKLQ����GD\V�DIWHU�UHFHLYLQJ�WKH�1RWLFH�RI�3UHSDUDWLRQ��
HDFK�UHVSRQVLEOH�DQG�WUXVWHH�DJHQF\�LV�UHTXLUHG�WR�SURYLGH�WKH�OHDG�DJHQF\�ZLWK�VSHFLILF�GHWDLO�
DERXW�WKH�VFRSH��VLJQLILFDQW�HQYLURQPHQWDO�LVVXHV��UHDVRQDEOH�DOWHUQDWLYHV��DQG�PLWLJDWLRQ�
PHDVXUHV�UHODWHG�WR�WKH�UHVSRQVLEOH�RU�WUXVWHH�DJHQF\¶V�DUHD�RI�VWDWXWRU\�UHVSRQVLELOLW\�WKDW�ZLOO�
QHHG�WR�EH�H[SORUHG�LQ�WKH�(,5� ,Q�WKH�UHVSRQVH��UHVSRQVLEOH�DQG�WUXVWHH�DJHQFLHV�VKRXOG�LQGLFDWH�
WKHLU�UHVSHFWLYH�OHYHO�RI�UHVSRQVLELOLW\�IRU�WKH�SURMHFW��

3/($6(�127(���':5¶V SUDFWLFH�LV�WR�PDNH�WKH�HQWLUHW\�RI�FRPPHQWV UHFHLYHG�D�SDUW�RI�WKH�
SXEOLF�UHFRUG���7KHUHIRUH QDPHV��KRPH�DGGUHVVHV��KRPH�SKRQH�QXPEHUV��DQG�HPDLO�DGGUHVVHV�RI�
FRPPHQWHUV��LI�LQFOXGHG�LQ�WKH�UHVSRQVH��ZLOO�EH�PDGH�SDUW�RI�WKH�UHFRUG�DYDLODEOH�IRU�SXEOLF�
UHYLHZ��,QGLYLGXDO�FRPPHQWHUV PD\�UHTXHVW�WKDW�':5�ZLWKKROG�WKHLU�QDPH�DQG�RU�KRPH�
DGGUHVVHV��HWF���EXW�LI�\RX�ZLVK�':5 WR�FRQVLGHU�ZLWKKROGLQJ�WKLV�LQIRUPDWLRQ�\RX�PXVW�VWDWH�WKLV�
SURPLQHQWO\�DW�WKH�EHJLQQLQJ�RI�\RXU�FRPPHQWV��,Q�WKH�DEVHQFH�RI�WKLV�ZULWWHQ�UHTXHVW��WKLV�
LQIRUPDWLRQ�ZLOO�EH�PDGH�SDUW�RI�WKH�UHFRUG�IRU�SXEOLF�UHYLHZ��':5 ZLOO�DOZD\V�PDNH�
VXEPLVVLRQV�IURP�RUJDQL]DWLRQV�RU�EXVLQHVVHV��DQG�IURP�LQGLYLGXDOV�LGHQWLI\LQJ�WKHPVHOYHV�DV�
UHSUHVHQWDWLYHV�RI� RU�RIILFLDOV�RI� RUJDQL]DWLRQV�RU�EXVLQHVVHV��DYDLODEOH�IRU�SXEOLF�LQVSHFWLRQ�LQ�
WKHLU�HQWLUHW\�
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DCP Negotiation # 141 
Final AIP 

April 30, 2020 
Page 1 of 9 

AGREEMENT IN PRINCIPLE 

April 30, 2020 

This Agreement in Principle has been developed from the State Water Contractor Public Water 

Agencies’ offers presented from July 24, 2019 to present, Department of Water Resources’ offers 

presented from July 31, 2019 to present, and information discussed and presented by the technical and 

legal work groups.  

Agreement in Principle for the State Water Project Water Supply Contract Amendment 

on a 

Delta Conveyance Project 

This Agreement in Principle (AIP) is by and between certain State Water Project Public Water Agencies 

(PWAs) and the State of California through the Department of Water Resources (DWR) for the purpose 

of amending the State Water Project Water Supply Contracts. 

AIP Objective: 

1. Develop an agreement between the State Water Project Contractor Public Water Agencies and
Department of Water Resources to equitably allocate costs and benefits of a potential Delta
Conveyance Facility that preserves operational flexibility such that the Department of Water
Resources can manage the State Water Project to meet regulatory requirements, contractual
responsibilities, and State Water Project purposes.
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DCP Negotiation # 141 
Final AIP 

April 30, 2020 
Page 2 of 9 

AIP Outline: 

I. Definitions

II. Objective 1 - Availability of an option to opt out of costs and benefits of Delta Conveyance

Facilities of the State Water Project

III. Objective 2 - Availability of an option to assume, or partially assume, costs and benefits of

Delta Conveyance Facilities of the State Water Project

IV. Objective 3 - Pursuit of State Water Project Delta Conveyance Facilities under the State

Water Project Water Supply Contracts

V. Objective 4 - Delta Conveyance Facility billing

VI. Objective 5 - Delta Conveyance Facility benefits allocation

VII. Objective 6 - Affect upon other Water Supply Contract provisions

VIII. Other Provisions

IX. Environmental Review Process

X. Authorized Representative Signatures
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I. Definitions

a. Clifton Court Forebay shall mean the existing State Water Project diversion at Clifton Court

Forebay facility through its intake located on Old River in the southern Delta and the associated

Skinner Fish Facility.

b. Delta shall mean the Sacramento-San Joaquin Delta as defined in Section 12220 of the California

Water Code on the date of approval of the Bond Act by the votes of the State of California.

c. Delta Conveyance Facility (DCF) shall mean those facilities of the State Water Project consisting

of a water diversion intake structure, or structures, located on the Sacramento River and

connected by facilities to Banks Pumping Plant in the southern Delta with a single tunnel that

will serve the water supply purposes of the State Water Project.

d. DCF Benefits shall mean those water supply and capacity benefits attributable to the DCF

including but not limited to: (1) Table A water supplies; (2) Article 21 water supplies; (3) carriage

water savings; (4) reliable water supply and use of DCF available capacity in the event of a

temporary or permanent physical, regulatory, or contractual disruption of southern Delta

diversions; and (5) use of DCF available capacity to move non-project water through the

proposed DCF.

e. Fair Compensation shall include but is not limited to capital recovery, operations and

maintenance, replacement, and variable charges associated with the use of the DCF capacity.

f. State Water Project (SWP) shall mean the State Water Resources Development System as

described in California Water Code section 12931.

g. State Water Project Contractor Public Water Agencies (PWAs) shall include the 29 entities

holding State Water Project Water Supply Contracts with the Department of Water Resources.

II. Objective 1 - Availability of an option to opt out of costs and DCF Benefits

a. This AIP makes available to each PWA an option to opt out of the costs and benefits of the DCF

through a contract amendment that establishes a Statement of Charges (SOC) percentage of

DCF Benefits based on the percentages in the Delta Conveyance Allocation Factors table to

water attributable to the DCF, as described in Section VI of this AIP.

b. PWAs indicating an intent to opt out of costs and benefits of the DCF shall be described in

Section VI(a) of this AIP.

c. An option to opt out of DCF costs and benefits are limited such that a PWA must opt out of at

least a minimum 100% of its Municipal and Industrial Table A or 100% of its Agricultural Table A.

This provision doesn’t prohibit a PWA from taking more than their Table A share, if available, in

the Delta Facilities Allocation Factor table.
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III.  Objective 2 - Availability of an option to assume additional costs and benefits of the DCF 

a.  This AIP makes available to each PWA an option to assume additional costs and benefits of the 

DCF through a contract amendment that establishes additional costs on the SOC in exchange for 

DCF Benefits based on the percentages in the Delta Conveyance Allocation Factors table to 

water attributable to the DCF, as described in Section VI of this AIP. 

b.  PWAs indicating an intent to assume DCF costs and benefits shall be described in Section VI(b) of 

this AIP. 

IV. Objective 3 - Pursuit of State Water Project Delta Conveyance Facilities under the State Water 

Project Water Supply Contracts 

a. The DCF shall be constructed and operated as an integrated component of the State Water 

Project, and DWR will continue to operate the State Water Project at its sole discretion. 

b. The DCF is an authorized component of the State Water Project pursuant to California Water 

Code sections 11100 et seq. and 12930 et seq. 

c. Effective Date: A contract amendment pursuant to this AIP shall have an effective date no 

sooner than the billing transition date set forth in State Water Project Water Supply Contract 

Amendment known as The Contract Extension Amendment. 

d. Administration of DCF: DWR will forecast and account for Project Water attributable to the DCF 

and DWR will determine whether or not that Project Water would not have been available at 

Clifton Court Forebay. A whitepaper describing the DWR’s and the PWAs’ current understanding 

of the approach on forecasting, administration, and accounting is contained in Attachment 1. 

Attachment 1 will not be incorporated into contract language. 

V.  Objective 4 - Delta Conveyance Facility billing  

a. These costs would be billed to and collected from SWP PWAs consistent with the Delta 
Facilities Allocation Factor table below through their annual SOC. 

b. Delta Conveyance Facilities Charge Components: All capital and minimum operations, 
maintenance, power and replacement (OMP&R) costs associated with the DCF are 100% 
reimbursable and shall be recovered by DWR from PWAs through their annual SOCs 
consistent with the Delta Facilities Allocation Factor table. These costs shall be allocated to 
and billed under two new charges as follows:   

 (1) Delta Conveyance Facilities Capital Charge Component.  

(2) Delta Conveyance Facilities Minimum OMP&R Component.  

c. Delta Conveyance Facilities Capital Charge Component Method of Computation  

1. This computation will recover actual annual debt service created by financing activities 

(Financing Method) for DCF.  
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2. Each Financing Method shall provide an annual repayment schedule, which includes all 

Financing Costs.  

3. Financing Costs shall mean the following: Principal of and interest on Revenue Bonds, 

debt service coverage required by the applicable bond resolution or indenture in 

relation to such principal and interest, deposits to reserves required by the bond 

resolution or indenture in relation to such Revenue Bonds, and premiums for insurance 

or other security obtained in relation to such Revenue Bonds.  

d. Financing Method shall be divided into four categories: DCF Capital Costs paid with the 

proceeds of Revenue Bonds; DCF Capital Costs paid with amounts in the State Water 

Resources Development System Reinvestment Account; DCF Capital Costs paid annually for 

assets that will have a short Economic Useful Life or the costs of which are not substantial, 

and DCF Capital Costs prepaid by the PWAs consistent with the Delta Facilities Allocation 

table.  

e. DCF Capital Charge Component should be allocated to the PWAs in proportion to the Delta 

Conveyance Facilities Allocation Factors for each calendar year and consistent with the 

Delta Facilities Allocation Factor table.  

f. Delta Conveyance Facilities Minimum OMP&R Charge Component Method of 
Computation  

1. Recovery will be estimated and/or actual annual OMP&R costs determined for the DCF 

each year.  

2. DCF Minimum OMP&R Charge Component shall be allocated to the PWAs in proportion 

to the Delta Conveyance Facilities Allocation Factors for each calendar year.  

g. Delta Conveyance Facilities Energy Charges: The DCF energy costs are 100% reimbursable 
by the PWAs and the methodology will be determined by DWR, reviewed in the SWRDS 
Finance Committee, and approved by the Director.  

h. Redetermination: These charges shall be subject to redetermination. 

i. Step-up: PWAs that execute a contract amendment to opt out will not be allocated any 
portion of a step-up required in the event of a default on a DCF Capital Charge. 

j. Delta Conveyance Facilities Allocation Factors: The following table is a preliminary 
allocation of DCF participation percentages. Only PWAs with a greater than 0 percentage 
would be billed for DCF Charge Components through their annual SOC, using the Delta 
Conveyance Facility Allocation Factors described in the table. PWAs with a zero allocation 
factor would not be billed for repayment of costs for construction, operation and 
maintenance of facilities associated with DCF, except to the extent there is a permanent 
transfer of Table A which would increase a PWA from a greater than zero allocation factor 
through a subsequent contract amendment.  
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Public Water Agency  Delta Conveyance 
Facilities 
Allocation Factors  

City of Yuba City  0 

County of Butte  0 

Plumas County FC&WCD  0 

Napa County FC&WCD  0 

Solano County Water Agency  0  

Alameda County FC&WCD, Zone 7   

Alameda County Water District   

Santa Clara Valley Water District   

Dudley Ridge Water District   

Empire-West Side Irrigation District  0 

Kern County Water Agency-Total   

County of Kings  0 

Oak Flat Water District  0 

Tulare Lake Basin Water Storage District  0 

San Luis Obispo County FC&WCD   

Santa Barbara County FC&WCD  0 

Antelope Valley-East Kern Water Agency   

Santa Clarita Valley Water Agency   

Coachella Valley Water District   

Crestline-Lake Arrowhead Water Agency   

Desert Water Agency   

Littlerock Creek Irrigation District  0 

Mojave Water Agency   

Palmdale Water District   

San Bernardino Valley Municipal Water District   

San Gabriel Valley Municipal Water District   

San Gorgonio Pass Water Agency   

The Metropolitan Water District of Southern California   

Ventura County Watershed Protection District   

Total  100.000%  
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VI. Objective 5 - Delta Conveyance Facility Benefits Allocation 

a. PWAs that execute a contract amendment to opt out of DCF costs and benefits will agree, within 

that amendment, to the following: 

i. Charges as set forth in Section V of this AIP will not appear on its SOC. 

ii. Forego and waive any contractual rights to the following:  

a. Right to or delivery of Project Water attributable to the DCF, provided that DWR 

determines that such water would not have been available for diversion at Clifton 

Court Forebay. This AIP will not modify the amounts within Table A but will 

memorialize this limited reduction for DCF Benefits by adding a footnote to the 

PWA’s Table A to reflect their zero allocation for DCF Benefits. 

b. Any contractual rights to or delivery of Article 21 Interruptible Water prior to the 

point(s) in time each year DWR determines that a volume of water equal to the 

volume of current year Project Water for Table A in San Luis Reservoir attributable 

to DCF in the SWP share of San Luis Reservoir storage will be displaced or evacuated 

by a quantity of exports equal to the quantity of exports from Clifton Court Forebay 

that would have been stored in San Luis Reservoir absent the DCF. Provided that, 

when Article 21 Interruptible Water supply is greater than demand from PWAs with 

a greater than zero Delta Conveyance Facility Allocation factor, Article 21 

Interruptible Water will be made available to all PWAs based on Table A percentage.  

c. Any contractual rights to or delivery of Article 21 Interruptible Water attributable to 

the DCF after a volume of water equal to the volume of current year Project Water 

for Table A in San Luis Reservoir attributable to DCF has been evacuated or 

displaced by the exports from Clifton Court Forebay that would have been stored in 

San Luis Reservoir absent DCF. Provided that, when Article 21 Interruptible Water 

supply is greater than demand from PWAs with a greater than zero Delta 

Conveyance Facility Allocation Factor, Article 21 Interruptible Water will be made 

available to all PWAs based on Table A percentage.  

d. Right to use DCF conveyance capacity unused by DWR for SWP purposes to convey 

non-project water, except as provided in subsection h.  

e. Right to use available DCF conveyance capacity to convey Project Water in the event 

that pumping directly from the south Delta is prevented or impaired by a physical, 

regulatory or contractual disruption, including but not limited to sea level rise, 

seismic events, flooding, or other uncontrollable event.  

f. Right to carriage water savings that DWR determines are realized during its 

operation of any DCF for purposes of conveying Project Water. 

g. Right to any credit from Fair Compensation collected by DWR for use of available 

DCF conveyance capacity. 
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h. Rights to use of the DCF, unless a subsequent contract with DWR is entered that 

provides for payment of Fair Compensation associated with such use. 

iii. For the North of Delta PWAs, DWR will not change the current administrative process for 

determining the availability of Article 21 due to the DCF. This process will be documented in 

the Article 21 administration that is distributed via a Notice to Contractors. 

b. PWAs that execute a contract amendment to assume costs and benefits of the DCF will agree, 

within that amendment, to the following: 

i. Charges will appear on the SOC as set forth in the table in the percentages shown in Section 

V of this AIP. 

ii. DCF Benefits in proportion to the percentage table in Section V of this AIP, including but not 

limited to:  

a) Delivery of Table A amounts diverted at and conveyed through the DCF. This AIP 

will not modify the amounts within Table A but will memorialize this DCF 

Benefits by amending the PWA’s Table A with a footnote. The footnote will 

recognize each PWA’s DCF Benefits consistent with the Delta Conveyance 

Facilities Allocation Factors.  

b)  Article 21 Interruptible Water attributable to DCF.  

c) Available DCF conveyance capacity unused by DWR for SWP purposes, to convey 

non-project water for ultimate use within that PWA’s service area.  

d) Carriage water savings that DWR determines are realized during its operation of 

any DCF for purposes of conveying Project Water.  

e) Available DCF conveyance capacity to convey Project Water in the event that 

pumping in the south Delta is prevented or impaired by a physical, regulatory or 

contractual disruption, including but not limited to sea level rise, seismic events, 

flooding, or other uncontrollable event. 

f) A credit from Fair Compensation collected by DWR for use of available DCF 

conveyance capacity. 

c. Nothing in this AIP changes Article 18(a) in the existing State Water Project Water Supply 

Contracts.  

VII.  Objective 6 - Affect Upon Other Water Supply Contract Provisions 

a.  Unless specifically stated in this AIP and incorporated into a subsequent contract amendment, 

there are no changes to the PWAs’ rights and obligations under the existing State Water Project 

Water Supply Contracts.  

b.  Transfers and exchanges are not intended to be modified under this AIP and shall be subject to 

the provisions of the then existing State Water Project Water Supply Contracts. 
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VIII.  Other Provisions 

a. Clifton Court Forebay Diversion Priority: In the event that DWR uses its discretion to move 

Project Water through the DCF that could have been moved through Clifton Court Forebay 

Intake, PWAs with a greater than zero Delta Conveyance Facilities Allocation Factor will be given 

a first priority of available capacity, as determined by DWR, based on their percentage in section 

V to move up to that same amount of non-project water at Clifton Court Forebay Intake.  

IX. Environmental Review Process  

DWR and the PWAs agree that this AIP is intended to be used during the environmental review process 

for the California Environmental Quality Act (CEQA), to define the proposed project description for the 

purposes of CEQA, and to permit the next steps of the SWP water supply contract amendment process, 

including scoping and the preparation of the EIR. The AIP principles are not final contract language and 

do not represent a contractual commitment by either DWR or the PWAs to approve any proposed 

project or to sign contract amendments. By concurring with the AIP, DWR and the PWAs express their 

intent to move forward with the CEQA process with DWR as lead agency and the PWAs as responsible 

agencies, and ultimately develop a proposed project consisting of contractual amendments consistent 

with the AIP principles and prepare the EIR for consideration by DWR and the PWAs. 

At the end of the CEQA process and in compliance with CEQA, DWR and the PWAs will each individually 

evaluate the EIR and Contract Amendment, exercise their independent judgment, and determine 

whether or not to certify the EIR, approve the proposed project and sign the contract amendment or to 

approve an alternative project. Consequently, even though DWR and the PWAs have agreed to the AIP 

for the purposes described in the preceding paragraphs, DWR and each PWA retain their full discretion 

under CEQA to consider and adopt mitigation measures and alternatives, including the alternative of not 

going forward with the proposed project. 
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Attachment 1: Final White Paper 

I. Background

This white paper describes current understanding of how the Department of Water Resources (DWR) 

would account for and administer the Delta Conveyance Facility (DCF) Benefits. DWR will include 

information regarding the accounting and administration of water attributable to DCF in relevant 

Notice(s) to State Water Project Contractors consistent with prior practice. No legally binding obligations 

are created by this white paper. This white paper may be updated from time to time by DWR, in 

consultation with the Public Water Agencies (PWAs), in response to factors including, but not limited to, 

changes in laws, regulations or permits applicable to DWR and/or the State Water Project 

(SWP). Capitalized terms not defined herein shall have the meanings ascribed to them in the DCF 

Agreement in Principle (AIP). 

II. Draft Delta Conveyance Accounting and Administration Concepts

The DCF will be integrated into the State Water Project and operated to provide maximum flexibility to 

meet water supply, regulatory requirements and contractual obligations. There are some PWAs that 

may opt out of the DCF Benefits and charges. For this reason, it will be necessary to account for DCF 

Benefits. DCF Benefits are described in the AIP and are “those water supply and capacity benefits 

attributable to the DCF including but not limited to: (1) Table A water supplies; (2) Article 21 water 

supplies; (3) carriage water savings; (4) reliable water supply and use of DCF available capacity in the 

event of a temporary or permanent physical, regulatory, or contractual disruption of southern Delta 

diversions; and (5) use of DCF available capacity to move non-Project Water through the proposed DCF.” 

To account for DCF Benefits, DWR will need to determine the amount of water attributable to the DCF. 

DWR will primarily use two tools: 1) forecasting Project Water attributable to the DCF for the coming 

year; and, 2) accounting for Project Water attributable to the DCF in a timely manner. Both are 

described below. 

A. Forecasting- DWR will forecast, as shown below, to quantify the amount of Project Water

attributable to DCF.

1. DWR anticipates that it will provide three water supply allocation forecasts:

a. North of Delta allocation that includes water attributable to the south Delta

diversions (similar to current practice).

b. South of Delta allocation that includes water attributable to the south Delta

diversions (similar to current practice).

c. Allocation of water attributable to the DCF.

2. The allocation forecasts will continue to be updated monthly and each forecast will

include updated information on hydrology including runoff projections, SWP storage conditions,

PWA demands, regulatory requirements, and actual exports attributable to the south Delta

diversions and the DCF.
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3. DWR will continue to include in the allocation forecasts any potential DCF capacity 

available for conveyance of non-Project Water.  

4. Seasonal Forecast: Should conditions warrant additional forecasts, (i.e. wet hydrological 

conditions and/or DWR determines that San Luis Reservoir is likely to fill) DWR will provide more 

frequent forecasts on one or more of the following: 

a. San Luis Reservoir fill projection. 

b. Potential Article 21 availability. 

B. Accounting 

1. DWR will continue to create operational schedules for the south Delta and the DCF which will 

include any operational constraints and in accordance with applicable regulatory requirements 

and contractual obligations in order to account for water attributable to the DCF.  

2. DWR will reconcile water exports attributable to DCF and the south Delta facilities in a timely 

manner. 

3. If there is a difference in the amount of water conveyed through the south Delta facilities 

between the planned operations and actual operations there will be a determination about the 

cause of any identified differences. If the difference is due to a physical, regulatory, or 

contractual disruption of south Delta diversions or other south Delta restrictions, then water 

conveyed through the DCF will be considered water attributable to DCF. If the difference is the 

result of DWR’s discretionary decision to convey Table A water through the DCF instead of south 

Delta, no charge/credit will occur. However, DWR will estimate the carriage water savings 

associated with the discretionary use of DCF and carriage water savings will be considered water 

attributable to DCF. 

4. Carriage water savings that DWR determines are realized by conveying Project Water through 

the DCF that would have otherwise been moved through the south Delta facilities, will be 

credited to Participants. PWAs with a zero Delta Conveyance Allocation Factor that make 

arrangements with DWR to pay for use of available capacity in the DCF for non-Project Water 

may be credited carriage water savings associated with this use. 

5. Available DCF capacity, as determined by DWR, to convey transfers and exchanges of Project 

Water between PWAs with a Delta Conveyance Facility Allocation Factor of zero and PWAs with 

a greater than zero Delta Conveyance Facility Allocation Factor is interpreted as capacity in the 

DCF attributed to the PWAs with a greater than zero Delta Conveyance Facility Allocation Factor 

and no additional capital or minimum operations, maintenance, power and replacement 

(OMP&R) charges for use of DCF capacity will apply notwithstanding any PWA’s interpretation of 

existing contract language to the contrary. Nothing in this provision shall be construed as 

altering any party’s position regarding the application for use of facility charges in other 

contexts.  
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6. Article 21 attributable to DCF for South of Delta PWAs: As set forth in the AIP, PWAs opting out 

of the DCF will influence the administration of water made available pursuant to Article 21. To 

determine the quantity of Article 21 water that PWAs with a zero Delta Conveyance Facilities 

Allocation Factor will initially forego and the quantity of Article 21 water those PWAs with a 

Delta Conveyance Facilities Allocation Factor greater than zero will receive, it is necessary to 

determine the amount of water attributable to the DCF in the San Luis Reservoir at Point A. 

Determining this water quantity will provide the basis upon which DWR can administer the DCF 

Benefits contained in the contract amendment that results from the AIP.  

a. Process (See Table 1): 

i. Point A: The point at which DWR determines Article 21 water attributable to 

DCF will be available. DWR will determine volume of Project Water for Table A 

attributable to the DCF in San Luis Reservoir.  

ii. DWR will work with PWAs to develop an accounting methodology that considers 

exports attributed to DCF, exports from south Delta facilities, deliveries to 

PWAs, San Luis Reservoir fill point and the PWAs DCF allocation factors to 

determine the volume of Project Water for Table A in San Luis Reservoir 

attributable to DCF at Point A. 

iii. Point B: The point at which DWR determines Article 21 water would have been 

made available absent Project Water for Table A attributable to DCF in San Luis 

Reservoir, and/or DWR determines through the accounting process that San Luis 

Reservoir would have filled absent current year Project Water attributable to DCF. 

This point is reached when a volume of water equal to the volume of current year 

Project Water for Table A in San Luis Reservoir attributable to DCF at Point A has 

been displaced or evacuated by the quantity that would have been exported from 

Clifton Court Forebay and stored in San Luis Reservoir absent the DCF.  

b. Deliveries of Article 21 water attributable to DCF Between Point A and Point B: 

i. PWAs may submit Article 21 requests to DWR prior to point A. DWR will satisfy 

those requests according to the following priority: 

1. PWAs up to their Delta Conveyance Facility Allocation Factor; 

2. All PWAs based on Table A percentage. Only Variable and DCF Energy 

charges will apply for those PWAs with a greater than zero Delta 

Conveyance Facility Allocation Factor. For those PWAs with a zero Delta 

Conveyance Facility Allocation Factor, Article 21 water will be made 

available at the following charges:  

a. the Variable and DCF Energy charges for the amount up to 

Article 56(c)(1) and Article 56(c)(2) water spilled within the 
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PWAs proportionate share of San Luis Reservoir storage at Point 

A; 

b. Fair Compensation for any additional amounts.  

c. Deliveries of Article 21 water attributable to DCF After Point B: 

i. PWAs may submit requests to DWR. DWR will satisfy those requests according 

to the following priority: 

1.  PWAs’ proportion based upon the Delta Conveyance Facility Allocation 

Factors; 

2. All PWAs based on Table A percentage. Only Variable and DCF Energy 

charges will apply for those PWAs with a greater than zero Delta 

Conveyance Allocation Factor. For those PWAs with a zero Delta 

Conveyance Facility Allocation Factor, this water will be provided at Fair 

Compensation.  

TABLE 1: Article 21 Interruptible Water Attributable to the Delta Conveyance Facilities   

PWA Point A - Point B At/After Point B 

FIRST PRIORITY: 
PWAs participating in 
DCF (PWAs with a 
greater than zero DCF 
Allocation Factor %) 

• Quantity (AF): Up to DCF 
Allocation Factor % 

• Charge ($): Variable and DCF 
Energy Charges 

• Quantity (AF): Up to DCF Allocation 
Factor % 

• Charge ($): Variable and DCF Energy 
Charges 

SECOND PRIORITY: 
All PWAs 

• Quantity (AF): Based on Table A 
% 

• Charge to DCF Participant ($): 
Variable and DCF Energy Charges 

• Charge to DCF Non-Participant 
for AF <= to spilled carryover 
water ($): Variable and DCF 
Energy Charges 

• Charge to DCF Non-Participant 
for AF > spilled carryover water 
($): Fair Compensation 

• Quantity (AF): Based on Table A % 

• Charge to DCF Participant ($): Variable 
and DCF Energy Charges 

• Charge to DCF Non-Participant ($): 
Fair Compensation 
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C. Collaborative Development of Administrative Procedures 

As a subset to the Water Operations Committee, a DCF workgroup will be created similar to the current 

San Luis Reservoir Workgroup. This group will meet and confer as needed, and may discuss items such 

as forecasting, operations, accounting, and administration of the DCF. Members may include 

representatives from DWR (SWPAO and OCO) and PWAs and will report back to the PWA Water 

Operations Committee.  
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