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METRO TAC REVISED AGENDA
(Technical Advisory Committee to Metro JPA)

TO: Metro TAC Representatives and Metro Commissioners
DATE: Wednesday, July 18, 2018
TIME: 11:00 a.m. to 1:30 p.m.

LOCATION: 9192 Topaz Way, (PUD MOC II Auditorium) — Lunch will be provided

*PLEASE DISTRIBUTE THIS NOTICE TO METRO COMMISSIONERS AND METRO
TAC REPRESENTATIVES*

1.

Review and Approve MetroTAC Action Minutes for the Meeting of June 20, 2017
(Attachment)

Metro Commission/JPA Board Meeting Recap (Standing Item)

ACTION: Consideration and Possible Action to Recommend Approval to the Metro
Wastewater JPA Finance Committee and Metro Comm/Metro JPA of the FY 2016 Exhibit E
Audit (Lee Ann Jones-Santos) (Attachment)

REPORT: Update from Pure Water Facilities Working Group (Roberto Yano)

REPORT: Update from Pure Water Cost Allocation Working Group (Scott Tulloch/Dexter
Wilson)

REPORT: Update from Regional Wastewater Disposal Agreement Flow Commitment
Working Group (Yazmin Arellano)

6.5 ACTION: DRAFT — Amended and Restated Regional Wastewater Disposal Agreement

9.

Between the City of San Diego and the Participating Agencies in the Metropolitan Sewerage
System (Humora/Tulloch/Yano/Norvell) (Attachment)

REPORT: Update from Sample Rejection Protocol Working Group (Edgar Patino)

ACTION: Consideration and Possible Action to Recommend Approval to the Metro
Comm/Metro JPA of the Pure Water Program — Amendment No. 1 to the Agreement with
CH2M Hill Engineers, Inc. for Design Engineering Services for the North City Water
Reclamation Plant Expansion and Influent Conveyance Project. (Amer Barthoumi)
(Attachment)

Metro Wastewater Update (Standing Item) (Edgar Patino)

10. Pure Water Program Update (Standing Item) (John Helminski)

11. Metro Capital Improvement Program and Funding Sources (Standing Item) (Tung Phung)



12. Financial Update (Standing Item) (Karyn Jassoy)

Metro Wastewater JPA Financial Audit for the Two Year Period Ending June 30, 2015
(Attachments)

13. IRWMP Update (Standing Item) (Robert Yano)
14. MetroTAC Work Plan (Standing Item) (Greg Humora) (Attachment)

15. Review of Iltems to be Brought Forward to the Regular Metro Commission/Metro JPA
Meeting (August 2, 2018)

16. Other Business of Metro TAC

17. Adjournment (To the next Regular Meeting August 15, 2018)

Metro TAC 2018 Meeting Schedule

January 17 May 16 September 19
February 21 ~ June 20 October 17
March 21 July 18 November 21

April 18 August 15 December 19
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WASTEWATER .I P A

METRO

Metro TAC
(Technical Advisory Committee to Metro Commission/JPA)

ACTION MINUTES

| DATE OF MEETING: June 20, 2018
TIME: 11:00 AM
LOCATION: PUD MOC Il Auditorium

MEETING ATTENDANCE:

Greg Humora, La Mesa John Helminski, City of San Diego
Frank Rivera, Chula Vista Edgar Patino, City of San Diego
Erin Bullers, Coronado Lee Ann Jones Santos, City of San Diego

Joe Bride, Del Mar

Yazmin Arellano, El Cajon
Dennis Davies, El Cajon

Eric Minicilli, Imperial Beach
Dexter Wilson, Lemon Grove
Roberto Yano, National City
Steve Beppler, Otay MWD
Bob Kennedy, Otay MWD
Kevin Koeppen, Otay MWD
Al Lau, Padre Dam

Mark Niemiec, Padre Dam
Rudy Guzman, Poway

Alex Heide, Poway

Dan Brogadir, County of San Diego

Scott Tulloch, NV5 Jerry Jones, Metro Comm/Metro JPA
Carmen Kasner, NV5 Chair

Karyn Keese, Keze Group

Lori Anne Peoples, Metro Comm/Metro JPA/MetroTAC

Nicholas Norvell, BBK Law

1. Review and Approve MetroTAC Action Minutes for the Meeting May 16, 2018

ACTION: Motion by Greg Humora, seconded by Bob Kennedy to approve the
MetroTAC Action Minutes. The motion carried unanimously.

2.  Metro Commission/JPA Board Meeting Recap (Standing Item)

Chair Humora stated that the JPA approved the San Diego Budget along with all
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consultant contracts and reviewed the Regional Wastewater Disposal Agreement
and asked them to respond with comments as soon as possible.

REPORT: Update from Pure Water Facilities Working Group

Roberto reported that Phase 1 was at 100% and they had nothing else to review at
this point.

REPORT: Update from Pure Water Cost Allocation Working Group

Roberto reported that this was the same status as Item 3.

REPORT: Update from Regional Wastewater Disposal Agreement Flow
Commitment Working Group

Yazmin stated she had nothing new to report on behalf of the group.
REPORT: Update from Sample Rejection Protocol Working Group

Edgar stated that he was working on a training program and that Erin had placed
the protocol on the JPA website.

REVIEW: Proposed Pure Water Cost Allocation Deal Points for Inclusion in
Proposed Amended and Restated Regional Wastewater Disposal Agreement

Chair Humora reported that the team was working hard with City of San Diego
staff. A number of PA’s had responded with their comments and they were
continuing to collect them. They should be forwarded to Nick or Roberto prior to
Monday’s deadline. They will be working on special concerns and the DRAFT will
include all requested changes with comments from the particular parties. The
DRAFT will go to the JPA at their July meeting for a generalized statement of
support to move forward. Additional comments will be handled by the City
Attorney.

Chair Humora also reported that the 5 year estimates can be provided by San
Diego subject to a true up — but this will not be included in the agreement.

Scott added that Nick was taking all comments, to be submitted by Monday, and
placing them into the DRAFT. Then he, Nick and Roberto will review them by
Wednesday the 27". The DRAFT will then go to John Helminski on the 29" and
then to TAC. Tom Zeleny and everyone will meet again on July 5™ to work out any
issues and the DRAFT will then go the following week to a Special JPA meeting on
July 11™ with the Final DRAFT for distribution to each agency for approval. On
August 2, the JPA will vote on the amendment as the JPA or individual PAs to take
a position to forward to the City of San Diego.
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Chair Humora stated that he was taking the amendment to his City Council on July
24" and will have his staff report done by July 18™ so will be happy to provide it to
all along with his talking points. He noted that since the JPA will be asked on
August 2nd to approve the amendment ideally it should have gone to the PAs
Councils or Boards prior to August 2nd.

Metro Wastewater Update

Lee Ann Jones Santos stated the FY 16 Audit was being signed and FY 17
beginning. The FY 2018 was ready to close and checks and bills will be going out
to the PAs after July.

Pure Water Program Update

John Helminski provided a Power Point presentation of the Pure Water Update.
He stated they are down to one issue to review with the environmental groups.
Lee Ann Jones Santos stated that they are watching the fundable list noting they
are not currently on the list but are still working on it and already potentially
secured Prop 68 State funds for FY 2019 pending signature.

Metro Capital Improvement Program and Funding Sources (Standing item)

Tung Phung, City of San Diego provided a handout titled FY 2018 Capital
Improvements Projects (CIP) Report — 3™ Quarter along with a brief verbal
overview of project highlights, forecast versus actual expenditures report and
projects expenditure updates. A copy of this report is attached to these Minutes as
Exhibit C.

Financial Update (Standing Item)

Karyn Keese stated that she did more clean up and updated the Rate survey to the
new rates as of July 1%, She has taken this over from Otay. She noted that the
majority of the PAs are doing rate adjustments as of July 1* and that the County
adopted a pass through and asked if anyone else was doing a pass through.

Karyn also noted that when the Budget was at the Finance Committee, it was
brought up as to whether the JPA budget could be adjusted as it is always based
on the San Diego January estimated flows and strengths. She has reviewed 2015
and found some significant charges on billed vs actual so thinks this should be
done with each year’s agency billing. She requested opinions of the TAC and
consensus was to recommend the go back and make adjustments.

IRWMP Report (Standing Item)

Roberto Yano stated he had no report.
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MetroTAC Work Plan (Standing Item)
Chair Humora stated the Work Plan was included in the Agenda. Karyn stated she
had made updates and will finalize the rate part and have Erin post it on the

website.

Review of Items to be Brought Forward to the Regular Metro
Commission/Metro JPA Meeting (June 5, 2018)

Chair Humora stated that they would be recommending the cancellation of the July
5 Regular Meeting of the JPA and recommending a special meeting be held on
July 11™. He asked John Helminski to provide his presentation.

Other Business of Metro TAC

There was none.

Adjournment to the next Regular Meeting, June 20, 2018

At 12:20 p.m. the meeting was adjourned.
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METRO WASTEWATER JPA 276 Fourth Avenue  Chula Vista, CA 91910 619-476-2557

www.metrojpa.org Jerry Jones, Chairman

Fiscal Year 2016 Exhibit E Summary

FYE 2016’s “Schedule of Allocation for Billing to Metropolitan Wastewater Utility and Independent Auditors
Report” (Exhibit E Audit) was completed on June 15, 2018. A copy of the Auditor’s Report and the
Reconciliation of FYE 2016 based on the audited numbers are attached to this report. The following is a joint
staff report prepared by PUD audit staff and the Metro Commission/JPA’s auditor. The Metro Commission/JPA
would like to thank PUD audit team staff for all their hard work, diligence, and dedication to this process.

EXPENDITURES & INCOME CREDITS

The final operating and capital expenses can be found on Page 3 of the Auditor’s Report. The year-end total
$181.2 million is approx. (510.7) million (6%) lower than FYE 2015. The major variances in the areas of
expenditures & Income Credits for the year are:

EXPENDITURES

e Transmission costs decreased at Pump Station 1 and 2 due to a large onetime credit owed to Metro by
SDGE and also a temporary period of non-billing due to a billing reconciliation project. It is anticipated
that future fiscal years SDGE billings will return to historical levels plus an increase due to increases in
energy rates. Decrease in FY16 was ($7.5 Million). This accounts for the majority of the $10.7 million in
decrease in the FYE 2016 year-end reconciliation. It should be noted that this WILL NOT occur again in
FY 2017 and subsequent years as this was a onetime event.

e Quality Control increased due to a new contract with UCSD for the design and purchase of real-time
oceanographic mooring systems as part of the City's enhanced ocean monitoring efforts. Increase in
FY16 was $1 Million.

e Engineering increased due to Pure Water MWH Consultant Contract to provide program management
services for Pure Water. Increase in FY16 was $1.2 Million.

e General and Administrative increase in FY16 due to an increase in Pure Water general related
administrate expenses and non capitalizable expenses. Increase in FY16 was $1.3 Million.

e Debt service allocation represents principal and interest payments relating to the Senior Sewer Revenue Bonds
Series 2009A, 2009B, 2010A, 2015, and 2016A, and State Revolving Fund (SRF) loans from the State of California.
Beginning in FY16 there was a small change in the internal City process that determines the total annual Metro
Fund debt which caused the Metro fund to be underbilled, this correction is not retroactive.

THE JOINT POWERS AUTHORITY PROACTIVELY ADDRESSING REGIONAL WASTEWATER ISSUES.

Chula Vista » Coronado * Del Mar « El Cajon * Imperial Beach ¢ La Mesa * Lemon Grove Sanitation District
National City « Otay Water District « Poway * Padre Dam Municipal Water District
County of San Diego, representing East Otay, Lakeside/Alpine, Spring Valley and Winter Gardens Sanitation Districts
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The majority of the increase over last fiscal year is due to the start of repayment period on previous
received SRF loans proceeds. SRF Loans when made have a grace repayment start window and this
increase is due to several loans entering repayment status and increases in payments of bond principal
& interest. The increase FYE 2016 is $9 million.

INCOME CREDITS

There was a major offset to the CIP and overall annual expenses by Metro income credits increase
$16.8 million over FYE 2015 which was due to more SRF reimbursements being received in FY16 for
seven SRF reimbursements compared to the two reimbursements received in FY15.

South Bay Recycled Water revenue Income Credits was $3.2 Million in Fiscal Year 2016. The amount
transferred from the City’s Water Fund consisted of $1.2 million from FY15 and $2.0 million for FY16
which are reflected in the schedules as part of income credits.

ADDITIONAL HIGHLIGHTS

The City’s auditor controller’s office prepared a journal entry at year end for a $1.2 million transfer from
the Metro fund to the water fund for repayment of accumulated recycled water used for wash-down,
etc. at the Metropolitan Biosolids Center (MBC) from FY2010 — FY2016 and produced at North City. This
was discovered during the fieldwork process by the JPA auditor and was questioned. After review of the
Memorandum of Understanding between the Metropolitan Wastewater Department and Water
Department for FY2001 concerning the use of Reclaimed Water and discussion with PUD management
and staff, it was determined to reverse the charge and any ongoing accounts payable eliminated.

Total Pure Water Program — Metropolitan Wastewater Fund costs $ 6,899,462 Pure Water O&M costs
consist of task orders for various engineering consultants and other support services that cannot be
directly capitalized into a capital improvement project. The final cost allocation of O&M task orders, as
well as capital improvement projects is currently in progress and is expected to be finalized soon once
the capital projects are bid this fall. If changes to the draft cost allocation are necessary the City has
proposed a clean-up adjustment to be completed during the FYE 2018 audit. As of June 30, 2016 there
were 35 task/purchase orders that fell into this category.

TABLE B

The year-end reconciliation shows the total PA share of the FYE 2016 operations and CIP costs less income
credits of $59,021,272. The PAs had collectively been billed $65,029,096 which results in a refund of
$6,007,824 due to the PAs. Table B shows the individual PA’s annual contributions, actual expenses, and reflect
either a credit amount (refund) or debit owed.

THE JOINT POWERS AUTHORITY PROACTIVELY ADDRESSING REGIONAL WASTEWATER ISSUES.

Chula Vista » Coronado * Del Mar « El Cajon * Imperial Beach ¢ La Mesa * Lemon Grove Sanitation District
National City « Otay Water District « Poway * Padre Dam Municipal Water District
County of San Diego, representing East Otay, Lakeside/Alpine, Spring Valley and Winter Gardens Sanitation Districts
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FYE 2017 DRAFT AUDIT PROJECTIONS

The FYE 2017 audit is in progress and preliminary numbers indicate that FYE 2017 will not have a similar
large credit balance to FYE 2016 and discussed earlier in this memo. Two major factors are contributing to
this:

e The SDG&E credit enjoyed in FYE 2016 will not be repeated and all costs associated with SDG&E have
been billed to Metro facilities in FYE 2017.

e FYE 2017 was billed to the PA’s based on the established Administrative Protocol of $65 million per year
for their collective costs. This Protocol did not anticipate Pure Water Program planning and design costs
which continued in FYE 2017.

Preliminary discussions with City audit staff indicate that the FYE 2017 year-end costs will be closer to $70
million as opposed to $65 million. It is suggested that the PAs plan according. It is anticipated that the FYE
2017 audit will be completed by May 2019 and additional billings will be sent to PAs by the close of FYE
2019 if required.

THE JOINT POWERS AUTHORITY PROACTIVELY ADDRESSING REGIONAL WASTEWATER ISSUES.

Chula Vista » Coronado * Del Mar « El Cajon * Imperial Beach ¢ La Mesa * Lemon Grove Sanitation District
National City « Otay Water District « Poway * Padre Dam Municipal Water District
County of San Diego, representing East Otay, Lakeside/Alpine, Spring Valley and Winter Gardens Sanitation Districts
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Independent Auditor’s Report on the Schedule of Allocation
for Billing to Metropolitan Wastewater Utility

To the Honorable Mayor and City
Council of the City of San Diego
San Diego, California

Report on the Schedule

We have audited the accompanying Schedule of Allocation for Billing to Metropolitan Wastewater Utility
(the Schedule) of the City of San Diego Public Utilities Department (PUD), an enterprise fund of the City
of San Diego, California (the City) for the fiscal year ended June 30, 2016, and the related notes to the
Schedule.

Management’s Responsibility for the Schedule

Management is responsible for the preparation and fair presentation of the Schedule in accordance with the
modified cash basis of accounting described in Note 3, this includes determining that the modified cash
basis of accounting is an acceptable basis for the preparation of the Schedule in the circumstances.
Management is also responsible for the design, implementation, and maintenance of internal control
relevant to the preparation and fair presentation of the Schedule that is free from material misstatement,
whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on the Schedule based on our audit. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the Schedule is free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
Schedule. The procedures selected depend on the auditor’s judgment, including the assessment of the risks
of material misstatement of the Schedule, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity’s preparation and fair presentation of the
Schedule in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we
express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used
and the reasonableness of significant accounting estimates made by management, as well as evaluating the
overall presentation of the Schedule.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Opinion

In our opinion, the Schedule referred to above presents fairly, in all material respects, the modified cash
basis allocation for billing to the Metropolitan Wastewater Utility of the PUD pursuant to the Regional
Wastewater Disposal Agreement (Agreement) between the City and the Participating Agencies in the
Metropolitan Wastewater System dated May 18, 1998 and amended on May 15, 2000 and June 3, 2010, for

the fiscal year ended June 30, 2016, in accordance with the modified cash basis of accounting as described
in Note 3.

Macias Gini & O'Connell LLP

12264 El Camino Real, Suite 402
San Diego, CA 92130 www.mgocpa.com



Basis of Accounting

We draw attention to Note 3 of the Schedule, which describes that the schedule is prepared for the purpose
of complying with the Regional Wastewater Disposal Agreement between the City and the Participating
Agencies and is presented on a modified cash basis of accounting, which is a basis of accounting other than
accounting principles generally accepted in the United States of America. Our opinion is not modified with
respect to this matter.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated June 15, 2018 on
our consideration of the PUD’s internal control over financial reporting and on our tests of its compliance
with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose
of that report is solely to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the PUD’s
internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the PUD’s internal control
over financial reporting and compliance.

San Diego, California
June 15, 2018



CITY OF SAN DIEGO PUBLIC UTILITIES DEPARTMENT
Schedule of Allocation for Billing to Metropolitan Wastewater Utility
For the Fiscal Year Ended June 30, 2016

OPERATING EXPENSES:

Transmission

[ U O 1= Lo o PP

SEWET PUMP SEATIONS. .. ..ttt ettt et et et et et et e e e e e e en e

Other PUMP SEALIONS ... «.. et tet et st et et et et e et et et e e e eee e

Pump Station 1........

Pump Station 2........

Other Muni Agencies.............. .

Pipeline Maintenance and REPAIT. .. ... ...vvuuiuniit it it et et et e et e e

Wastewater Collection (WWC) Engineering and Planning.............cccoooiiiiiiiiiiiinininenne,
TOtal TranSMISSION. .. ... it ittt et ettt et e e e e e e e een e

Treatment and Disposal

Point Loma Wastewater Treatment Plant (PTLWWTP)........ouiiiiiie e e e

North City Water Reclamation Plant (NCWRP).........ocoiiiiiiiiiiii e

South Bay Water Reclamation Plant (SBWRP)..........oiiii it e

Metropolitan Biosolids Center (MBC).........vuuieiie et aie ettt et et e

Cogeneration Facilities.....................

Gas Utilization Facility (GUF)..........ccovviiiiiiiiiiiiiiiicenn

Wastewater Treatment and Disposal (WWTD) Plant Engineering.
Total Treatment and DiSPOSAL. .. ... ...cuuir ittt et e e e e

Quiality Control
Sewage Testing and Control...............
Marine Biology and Ocean Operations..
Wastewater ChemiStry SEIVICES. .. ... ... ettt et et et et e et eaeeaaeas
Industrial Permitting and COMPIHANCE. .. ......itiiie i et
Total Quality CONIrol.........ouni e e e

Engineering
Program Management and REVIEW.... ... veuuuus it it ittt eeeeee e ee e et e ee e e nee e
ENVironmental SUPPOIT. .. ... .ou et et et et e et et e e
TOtAl ENQINEEIING. .. ..t tit it eit ettt e et et et e e e et et e e e e

Operational Support
Central Support: Clean Water Operations Management Network (Comnet)
OPEratioNal SUPPOIT. .. ... vv it et et ettt
Total Operational SUPPOIT. .. ... oottt e e eeas

General and Administrative
Business Support Administration...
Operating Division Administration....... e

Total General and AdMINIStIatiVe. ...........ooeiiiiiiiii e

TOTAL OPERATING EXPENSES.......cccooiiiiiniini e

CAPITAL IMPROVEMENT EXPENSE.........ccosivimiiciniinicesss s
DEBT SERVICE ALLOCATION......coiiiniiniicn it s

METROPOLITAN SYSTEM INCOME CREDITS.......ccccoonieneiereeeeeeseeseennesenas
Operating REVENUE. .. ......uuiiiiie et e
Capital Improvement Project (CIP) - Revenue Bond Issue.
Operating - Grant REVENUE. .. ... .. vt et et et e et et et e et e et eeaeeaees
Capital Improvement Project (CIP) - Grant/SRF REVENUE... ... ....c.ovueeuiiiniiiiiiiiiiieeeaeen,

TOTAL METROPOLITAN SYSTEM INCOME CREDITS........coooniirinncinee

TOTAL ALLOCATION FOR BILLING PURPOSES........cccccoeiviiiniicnicsnsiesieecieens

See Accompaning Notes to the Schedule of Allocation for Billing to Metropolitan Wastewater Utility.

Municipal Metropolitan

System System Total
$ 13,158,631 - 13,158,631
5,275,120 - 5,275,120
5,287,809 445,736 5,733,545
- 1,399,178 1,399,178
- 3,297,154 3,297,154
3,347,001 - 3,347,001
11,136,478 188,421 11,324,899
2,489,863 - 2,489,863
40,694,902 5,330,489 46,025,391
- 22,473,867 22,473,867
- 9,185,938 9,185,938
- 8,293,168 8,293,168
- 15,671,958 15,671,958
- 1,255,043 1,255,043
- 1,844,210 1,844,210
- 785,166 785,166
- 59,509,350 59,509,350
1,383,708 336,661 1,720,369
- 6,497,400 6,497,400
597,951 5,290,037 5,887,988
3,922,409 - 3,922,409
5,904,068 12,124,098 18,028,166
3,357,100 7,311,587 10,668,687
1,042,960 226,448 1,269,408
4,400,060 7,538,035 11,938,095
135,744 2,795,659 2,931,403
1,340,883 6,487,047 7,827,930
1,476,627 9,282,706 10,759,333
21,491,032 19,892,457 41,383,489
7,282,556 5,561,566 12,844,122
28,773,588 25,454,023 54,227,611
81,249,245 119,238,701 200,487,946
76,693,620 24,077,048 100,770,668
41,540,590 64,666,834 106,207,424
- (10,133,529) (10,133,529)
- (16,680,514) (16,680,514)
- (26,814,043) (26,814,043)

$ 199,483,455

$ 181,168,540

$ 380,651,995




CITY OF SAN DIEGO PUBLIC UTILITIES DEPARTMENT
Notes to the Schedule of Allocation for Billing to Metropolitan Wastewater Utility
For the Fiscal Year Ended June 30, 2016

Note 1 — General

The City of San Diego Public Utilities Department (the PUD) operates and maintains the Metropolitan
Wastewater System (the Metropolitan System) and the Municipal Wastewater Collection System (the
Municipal System). The Participating Agencies and the City of San Diego (the City) have entered into the
Regional Wastewater Disposal Agreement dated May 18, 1998 and amended on May 15, 2000 and June 3,
2010, for their respective share of usage and upkeep of the Metropolitan Wastewater Utility. The
accompanying Schedule of Allocation for Billing to Metropolitan Wastewater Utility (the Schedule),
represents the allocation of expenses for billing related to the Metropolitan Wastewater Utility of the
Participating Agencies.

The Metropolitan System and Municipal System are accounted for as enterprise funds and reported in the
Sewer Utility Fund in the City’s Comprehensive Annual Financial Report.

Note 2 — Participating Agencies

The Participating Agencies consist of the following municipalities and districts:

City of Chula Vista City of National City

City of Coronado City of Poway

City of Del Mar Lemon Grove Sanitation District
City of El Cajon Otay Water District

City of Imperial Beach Padre Dam Municipal Water District
City of La Mesa San Diego County Sanitation District

Note 3 — Summary of Significant Accounting Policies
Basis of Presentation

The Schedule has been prepared for the purpose of complying with the Regional Wastewater Disposal
Agreement between the City and the Participating Agencies as discussed in Note 1 above, and is presented
on a modified cash basis of accounting. As a result, the Schedule is not intended to be a presentation of the
changes in the financial position of the City or the PUD in conformity with generally accepted accounting
principles. The more significant differences are:

Purchases of capital assets are presented as capital improvement expense.

Depreciation expense on capital assets is not reported in the Schedule.

Payments of principal and interest related to long-term debt are reported as debt service allocation.
Exclusion in the Schedule for unbudgeted expenses related to compensated absences, liability claims,
capitalized interest, pollution remediation, other postemployment benefits, net pension obligation, and
landfill closure and postclosure care costs.

POdDE

The preparation of the Schedule requires management to make estimates and assumptions that affect certain
reported amounts and disclosures. Accordingly, actual results could differ from those estimates.



CITY OF SAN DIEGO PUBLIC UTILITIES DEPARTMENT
Notes to the Schedule of Allocation for Billing to Metropolitan Wastewater Utility (Continued)
For the Fiscal Year Ended June 30, 2016

Note 4 — Capital Improvement Expense

Construction costs incurred during the fiscal year (FY) to maintain and improve the Metropolitan and
Metropolitan Wastewater Utility and equipment purchases used in the maintenance of the Metropolitan and
Municipal Wastewater Utility are included in capital improvement expense.

Metropolitan system capital improvement income credits include, if any, contributions-in-aid-of-
construction received from Federal and State granting agencies and reimbursements from bond proceeds.

Note 5 — Debt Service Allocation

Debt service allocation represents a portion of the principal and interest payments relating to the Senior
Sewer Revenue Bonds Series 2009A, the Senior Sewer Revenue Refunding Bonds Series 2009B, 2010A,
2015, and 2016A, and the outstanding State Revolving Fund (SRF) loans from the State of California.

Note 6 — Metropolitan System Income Credits

Metropolitan System income credits are revenues earned by the Metropolitan System for costs incurred
during the current or previous fiscal years. The PUD has agreed to share the income credits from the South
Bay Water Reclamation Facility in accordance with the 1998 Regional Wastewater Disposal Agreement.
An agreement was reached in FY2015 regarding revenue generated from the South Bay Water Reclamation
Facility and revenue sharing payments were issued for FY2006 through FY2014 to the Participating
Agencies. During FY2016, revenue sharing payments for FY2015 of approximately $1.2 million and
FY2016 of approximately $2.0 million were transferred from the City’s Water Fund and are included in the
Schedule as part of the income credits. During the fiscal year ended June 30, 2016, Metropolitan Biosolids
Center (MBC) was charged for accumulated recycled water use from FY2010 — FY2016. In FY2017 after
review of the Memorandum of Understanding between the Metropolitan Wastewater Department and Water
Department for FY2001 concerning Reclaimed Water and discussion with PUD management and staff, it
was determined that this charge be reversed and any ongoing accounts payable eliminated. As such, this
charge for recycled water use from FY2010 — FY2016 is not reported in the FY2016 Schedule due to its
subsequent reversal.

Note 7 — Total Allocation for Billing Purposes

Costs to be billed to Participating Agencies include all individual construction projects costs and operation
and maintenance expenses attributable to the Metropolitan System. Costs are apportioned back to the
Participating Agencies based on their percentage of each of the totals of flow, suspended solids and
chemical oxygen demand (COD). Each Participating Agency and the City are sampled quarterly, with
plants sampled daily. Beginning in FY2014, the percentages were determined from a new sample data set
taken during the fiscal year and annual monitored flow.

For construction projects, percentages were allocated to flow, suspended solids and COD based on each of
the project’s design and function. The percentages are weighted by total project costs and combined to
determine the final three derived percentages. Total annual costs are then allocated based on the three
derived percentages and the measured flow, suspended solids and COD of each Participating Agency.



CITY OF SAN DIEGO PUBLIC UTILITIES DEPARTMENT
Notes to the Schedule of Allocation for Billing to Metropolitan Wastewater Utility (Continued)
For the Fiscal Year Ended June 30, 2016

Operation and maintenance (O&M) costs as a percentage of flow, suspended solids and COD are evaluated
based on four cost categories: pump stations, plant operations, technical services and cogeneration. These
percentages are weighted by the annual O&M costs for each category, and combined to determine a derived
percentage for administrative costs. All O&M costs are then allocated based on the measured flow,
suspended solids and COD of each Participating Agency.

Note 8 — Administrative Protocol

In May 2010, the City of San Diego and all Participating Agencies signatory to the Regional Wastewater
Disposal Agreement established an Administrative Protocol (Protocol) which was effective beginning in
fiscal year 2010. The Protocol established a requirement that the Participating Agencies maintain a 1.2 debt
service coverage ratio on parity debt, fund a 45-day operating reserve, and earn interest on the operating
and unrestricted reserve accounts. All interest earned during fiscal year 2016 was credited to the operating
reserve, which ended the fiscal year with the required 45-day reserve.

Note 9 — Pure Water Program

In 2014 the City of San Diego began planning for the Pure Water Program. The Pure Water Program is the
City’s phased, multi-year program that will provide one-third, or 83 million gallons per day (MGD), of San
Diego’s water supply locally by 2035. The Pure Water Program uses proven technology to clean recycled
water to produce safe, high-quality drinking water while providing the benefit of continuing advanced
primary treatment at the Point Loma Wastewater Treatment Plant. This program is being jointly funded by
both water and wastewater ratepayers, and the Participating Agencies represent approximately 35% of the
wastewater portion of this program. During FY 2016 the following Pure Water Program costs were incurred
that were charged to the Metropolitan Wastewater Fund:

FY2016 Pure Water
Program Costs

Operating and maintenance costs:

Environmental $ 2,111,632
Program management 789,142
Other 1,770

Total operating and maintenance costs 2,902,544

Capital improvement costs:
North City Water Reclamation Plant

expansion 2,349,630
Morena Blvd. pump station and pipeline 1,647,288
Total capital improvement costs 3,996,918

Total Pure Water Progam — Metropolitan
Wastewater Fund costs $ 6,899,462

Pure Water O&M costs consist of task orders for various engineering consultants and other support services
that cannot be directly capitalized into a capital improvement project. The final cost allocation of O&M
task orders, as well as capital improvement projects is currently in progress and is expected to be finalized
in FY2018. At that time, if changes to the draft cost allocation of project costs between water and
wastewater is needed, an adjustment will be made during the FY2018 audit of the Schedule.



Certified
Public
Accountants

Independent Auditor’s Report on Internal Control Over Financial Reporting and
on Compliance and Other Matters Based on an Audit of the Schedule
of Allocation for Billing to Metropolitan Wastewater Utility Performed
in Accordance with Government Auditing Standards

To the Honorable Mayor and City
Council of the City of San Diego
San Diego, California

We have audited, in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the Schedule of Allocation for Billing to
Metropolitan Wastewater Utility (the Schedule) of the City of San Diego Public Utilities Department
(PUD), an enterprise fund of the City of San Diego, California (the City), for the fiscal year ended June
30, 2016, and the related notes to the Schedule, and have issued our report thereon dated June 15, 2018.
Our report contained an explanatory paragraph indicating that the Schedule was prepared for the purpose
of complying with, and in conformity with, the accounting practices prescribed by the Regional
Wastewater Disposal Agreement between the City of San Diego and the Participating Agencies in the
Metropolitan Wastewater System dated May 18, 1998 and amended on May 15, 2000 and June 3, 2010.

Internal Control over Financial Reporting

In planning and performing our audit of the Schedule, we considered the PUD’s internal control over
financial reporting (internal control) to determine the audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinion on the Schedule, but not for the purpose of
expressing an opinion on the effectiveness of the PUD’s internal control. Accordingly, we do not express
an opinion on the effectiveness of the PUD’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement
of the entity’s financial statements will not be prevented, or detected and corrected on a timely basis. A
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less
severe than a material weakness, yet important enough to merit attention by those charged with
governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses
may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the PUD’s Schedule is free from material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts,
and grant agreements, noncompliance with which could have a direct and material effect on the
determination of Schedule amounts. However, providing an opinion on compliance with those provisions
was not an objective of our audit, and accordingly, we do not express such an opinion. The results of our
tests disclosed no instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards.

Macias Gini & O'Connell LLP
12264 El Camino Real, Suite 402

San Diego, CA 92130 www.mgocpa.com



Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal
control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly,
this communication is not suitable for any other purpose.

San Diego, California
June 15, 2018



CITY OF SAN DIEGO - METROPOLITAN WASTEWATER DEPARTMENT
FISCAL YEAR 2016 ESTIMATED UNIT COSTS
FUNCTIONAL-DESIGN COST ALLOCATION METHOD

TABLE A

TREATMENT PARAMETER I;:L\J(DZGO]Ié?I' UNITS COST PER UNIT
AMOUNT %
WASTEWATER FLOW $83,472,843 46.1% 57,508 (a) $1,451.50 /per Million Gallons
SUSPENDED SOLIDS $51,799,793 28.6% 180,914 (b) $286.32 /per Thousand Pounds
CHEMICAL OXYGEN DEMAND $45,895,901 25.3% 318,457 (c) $144.12 [per Thousand Pounds
TOTAL $181,168,537 100%

(a) Units of Flow - Million Gallons Per Year
(b) Units of SS - Thousands of Pounds per Year
(c) Units of COD - Thousands of Pounds per Year
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TABLE B

CITY OF SAN DIEGO - METROPOLITAN WASTEWATER DEPARTMENT
PROJECTED DISTRIBUTION OF SYSTEM WASTEWATER COSTS - FISCAL YEAR 2016
FUNCTIONAL-DESIGN BASED ALLOCATION METHOD

ALLOCATION OF COSTS BY FLOW, SUSPENDED
SOLIDS AND CHEMICAL OXYGEN DEMAND
TOTAL FLOW, TOTAL PAID DIFFERENCE
AGENCY FLOW (a) SS (a) COD (a) SS & COD FOR FY 2016
CHULA VISTA $8,609,356 $5,361,944 $4,866,801 $18,838,101 $17,975,408 $862,693
CORONADO $688,000 $473,864 $333,521 $1,495,385 $2,829,916 ($1,334,531)
DEL MAR $287,428 $220,925 $103,021 $611,374 $281,928 $329,446
EAST OTAY MESA $23,502 $14,604 $12,305 $50,411 $42,604 $7,807
EL CAJON $3,892,749 $2,732,079 $2,128,389 $8,753,216 $9,315,460 ($562,244)
IMPERIAL BEACH $1,200,401 $558,315 $507,178 $2,265,894 $2,242,532 $23,362
LA MESA $2,304,930 $1,306,998 $1,022,202 $4,634,130 $4,480,624 $153,506
LAKESIDE/ALPINE $1,487,801 $1,040,771 $887,305 $3,415,877 $3,623,460 ($207,583)
LEMON GROVE $896,523 $450,664 $437,894 $1,785,081 $2,301,960 ($516,879)
NATIONAL CITY $2,164,141 $1,167,117 $1,185,953 $4,517,211 $5,187,792 ($670,581)
OTAY $78,884 $247,191 $93,837 $419,912 $812,536 ($392,624)
PADRE DAM $1,208,174 $1,428,352 $961,628 $3,598,153 $4,218,144 ($619,991)
POWAY $1,380,175 $855,618 $638,151 $2,873,944 $3,525,716 ($651,772)
SPRING VALLEY $2,222,320 $1,324,423 $1,117,647 $4,664,391 $7,087,320 ($2,422,929)
WINTERGARDENS $485,464 $347,901 $264,827 $1,098,192 $1,103,696 ($5,504)
SUBTOTAL PARTICIPATING AGENCIES $26,929,849 $17,530,764 $14,560,658 $59,021,272 $65,029,096 ($6,007,824)
SAN DIEGO $56,542,994 $34,269,029 $31,335,243 $122,147,265
TOTAL $83,472,843 $51,799,793 $45,895,901 $181,168,537
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TABLE C

CITY OF SAN DIEGO - METROPOLITAN WASTEWATER DEPARTMENT
SYSTEM WASTEWATER CHARACTERISTICS - FISCAL YEAR 2016

SYSTEM STRENGTH LOADINGS INCLUDED

UNADJUSTED ANNUAL USE ADJUSTED ANNUAL USE
WASTEWATER CHARACTERISTICS
2016 FLOWS SS COD 2016 FLOWS Flow FY 2016 SS COD
AGENCY AVERAGE SS COD million thousand thousand million Difference Billing thousand thousand
FLOW - mgd (a) mg/l (b) mg/l (b) gallons pounds pounds gallons (c) Flows pounds pounds

CHULA VISTA 15.438 277 743 5,650.389 13,046 35,024 6,113.671 (182.315) 5,931.356 18,727 33,769
CORONADO 1.234 306 637 451.540 1,153 2,400 488.562 (14.569) 473.992 1,655 2,314
DEL MAR 0.515 341 471 188.641 538 741 204.108 (6.087) 198.022 772 715
EAST OTAY MESA 0.042 276 688 15.425 36 89 16.690 (0.498) 16.192 51 85
EL CAJON 6.980 312 718 2,554.842 6,647 15,317 2,764.316 (82.434) 2,681.882 9,542 14,768
IMPERIAL BEACH 2.153 207 555 787.833 1,358 3,650 852.428 (25.420) 827.008 1,950 3,519
LA MESA 4.133 252 583 1,512.744 3,180 7,356 1,636.776 (48.810) 1,587.966 4,565 7,093
LAKESIDE/ALPINE 2.668 311 784 976.456 2,532 6,386 1,056.517 (31.506) 1,025.010 3,635 6,157
LEMON GROVE 1.608 223 642 588.395 1,097 3,151 636.638 (18.985) 617.653 1,574 3,038
NATIONAL CITY 3.881 240 720 1,420.343 2,840 8,535 1,536.799 (45.829) 1,490.970 4,076 8,229
OTAY 0.141 1,392 1,563 51.772 601 675 56.017 (1.670) 54.347 863 651
PADRE DAM 2.166 525 1,046 792.934 3,475 6,920 857.948 (25.585) 832.363 4,989 6,672
POWAY 2.475 275 608 905.820 2,082 4,592 980.089 (29.227) 950.862 2,988 4,428
SPRING VALLEY 3.985 265 661 1,458.527 3,222 8,043 1,578.113 (47.061) 1,531.052 4,626 7,755
WINTERGARDENS 0.871 318 717 318.614 846 1,906 344.738 (10.280) 334.457 1,215 1,838
SUBTOTAL PARTICIPATING AGENCIES 48.290 289 710 17,674.276 42,654 104,787 19,123.409 (570.278) 18,553.132 61,227 101,032
SAN DIEGO 101.392 269 728 37,109.619 83,379 225,506 40,152.279 (1,197.378) 38,954.901 119,687 217,425
REGIONAL SLUDGE RETURNS 12.273 260 180 4,491.793 9,743 6,760
FLOW DIFFERENCE (4.830) (1,767.655) 45,138 (18,595)

TOTAL 157.126 377 664 57,508.033 180,914 318,457 59,275.688 (1,767.655) 57,508.033 180,914 318,457

G:\agencies\16 source\sbb16yr_end Draft 5

Updated 6/29/2018




TABLED

CITY OF SAN DIEGO - METROPOLITAN WASTEWATER DEPARTMENT
ALLOCATION OF FISCAL YEAR 2016 ESTIMATED BUDGET
FUNCTIONAL-DESIGN BASED ALLOCATION METHOD

FY 2016 ALLOCATION OF COSTS
DESCRIPTION ACTUAL FLOW FLOW SS SS COoD CcoD TOTAL
COSTS % COSTS % COSTS % COSTS COSTS
OPERATION AND MAINTENANCE :
TRANSMISSION AND SYSTEM MAINTENANCE $5,330,489 100.0% $5,330,489 0.0% $0 0.0% $0 $5,330,489
OPERATIONS & MAINTENANCE $55,624,931 37.7% $20,975,183 33.4% $18,573,436 28.9% $16,076,312 $55,624,931
TECHNICAL SERVICES $11,787,437 30.0% $3,536,231 40.0% $4,714,975 30.0% $3,536,231 $11,787,437
COGENERATION $1,895,099 0.0% $0 60.0% $1,137,060 40.0% $758,040 $1,895,099
METRO ADMIN & GENERAL EXPENSES - 41508 $23,504,134 40.0% $9,397,472 32.7% $7,691,791 27.3% $6,414,872 $23,504,134
METRO ADMIN & GENERAL EXPENSES - 41509 $13,223,600 40.0% $5,287,087 32.7% $4,327,458 27.3% $3,609,054 $13,223,600
TOTAL OPERATIONS AND MAINTENANCE $111,365,690 39.98% $44,526,462 32.73% $36,444,720 27.29% $30,394,508 $111,365,690
CAPITAL IMPROVEMENT PROGRAM :
PAY-AS-YOU-GO METRO 41508 $3,220,783 55.8% $1,797,030 22.0% $708,501 22.2% $715,252 $3,220,783
PAY-AS-YOU-GO METRO 41509 $1,915,230 55.8% $1,068,599 22.0% $421,308 22.2% $425,323 $1,915,230
DEBT SERVICE $64,666,834 55.8% $36,080,751 22.0% $14,225,264 22.2% $14,360,818 $64,666,834
TOTAL CAPITAL IMPROVEMENT PROGRAM $69,802,847 55.8% $38,946,381 22.0% $15,355,073 22.2% $15,501,393 $69,802,847
TOTAL O&M & CAPITAL IMPROVEMENT PROGRAM $181,168,537 46.1% $83,472,843 28.6% $51,799,793 25.3% $45,895,901 $181,168,537
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AMENDED AND RESTATED REGIONAL WASTEWATER DISPOSAL AGREEMENT

THIS AMENDED AND RESTATED REGIONAL WASTEWATER DISPOSAL
AGREEMENT is made and entered into this day of , 2018, by and
between the CITY OF SAN DIEGO, a municipal corporation (“the City”); and the CITY OF
CHULA VISTA, a municipal corporation; the CITY OF CORONADO, a municipal corporation;
the CITY OF DEL MAR, a municipal corporation; the CITY OF EL CAJON, a municipal
corporation; the CITY OF IMPERIAL BEACH, a municipal corporation; the CITY OF LA
MESA, a municipal corporation; the LEMON GROVE SANITATION DISTRICT, a political
subdivision of the State of California; the CITY OF NATIONAL CITY, a municipal corporation;
the CITY OF POWAY, a municipal corporation; the OTAY WATER DISTRICT, a political
subdivision of the State of California; the PADRE DAM MUNICIPAL WATER DISTRICT, a
political subdivision of the State of California; and the SAN DIEGO COUNTY SANITATION
DISTRICT, a political subdivision of the State of California (the “Participating Agencies”).

RECITALS

WHEREAS, the City and the Participating Agencies (or their predecessors in interest)
entered into that certain Regional Wastewater Disposal Agreement dated May 18, 1998 (the
#1998 Agreement”), which provided, among other things, for certain contract rights to capacity
in the Metropolitan Sewerage System, a system of wastewater conveyance, treatment, and
disposal facilities (“Metro System”) and the establishment of a mechanism to fund the planning,
design, construction, operation, and maintenance of the Metro System by the City and the
Participating Agencies; and

WHEREAS, the purposes of the 1998 Agreement were: (1) to replace the prior-existing
sewage disposal agreements between the City and the Participating Agencies; (2) to provide
certain contract rights to capacity in the Metro System to the Participating Agencies; (3) to
establish a mechanism to fund the planning, design, construction, operation and maintenance of
the Metro System by the City and the Participating Agencies as necessary to provide hydraulic
capacity, and to comply with applicable law and with generally accepted engineering practices;
and (4) to establish a system of charges which allocates the costs of the planning, design and
construction of such new wastewater conveyance, treatment and disposal facilities as are
necessary solely to provide for new capacity on a fair and equitable basis; and

WHEREAS, on April 29, 2014 the San Diego City Council gave its approval and support
for the Pure Water San Diego program by adoption of Resolution No. R-308906. The
Resolution approved and supported the City’s efforts to develop an implementation strategy to
offload wastewater flow from the Point Loma Wastewater Treatment Plant through
implementation of potable reuse, resulting in effluent discharged to the Pacific Ocean being
equivalent to what would be achieved by upgrading the Point Loma Wastewater Treatment Plant
to a secondary treatment plant (secondary equivalency); and

WHEREAS, the City is implementing a phased, multi-year program designed to
regionally produce at least 83 million gallons per day of safe, reliable potable water using new,
expanded, or modified facilities, some of which will include Metro System facilities, in order to
achieve secondary equivalency at the Point Loma Wastewater Treatment Plant; and
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WHEREAS, the Pure Water Program will not only benefit the City by producing
repurified water, but also the Participating Agencies and their wastewater customers, especially
if secondary equivalency is recognized through federal legislation amending the Clean Water
Act. Specifically, implementation of the Pure Water Program will reduce wastewater discharges
to the Point Loma Wastewater Treatment Plant, part of the Metro System where a large portion
of the Participating Agencies’ wastewater is currently treated and disposed by discharging it into
the Pacific Ocean. By diverting wastewater from the Point Loma Wastewater Treatment Plant
and reducing the effluent discharged into the Pacific Ocean, the City and the Participating
Agencies will potentially avoid billions of dollars in unnecessary capital, financing, energy, and
operating costs to upgrade the Point Loma plant to secondary treatment at full capacity.
Avoiding such costs would result in significant savings for regional wastewater customers; and

WHEREAS, the Padre Dam Municipal Water District, San Diego County Sanitation
District, and the City of El Cajon have proposed a program to produce up to 15 million gallons
per day of safe, reliable potable water for East San Diego County using wastewater that would
otherwise be disposed of in the Metro System (“East County AWP Program”). By offloading
wastewater and wastewater contents from the Point Loma Wastewater Treatment Plant, the East
County AWP Program would, if implemented, help the City’s and region’s efforts to achieve
long-term compliance with the Clean Water Act by producing a regional annual average of at
least 83 million gallons per day of water suitable for potable reuse by December 31, 2035, as
described in the Cooperative Agreement in Support of Pure Water San Diego entered into by the
City and certain environmental stakeholders on December 9, 2014.

WHEREAS, Section X1V, subsection B, of the 1998 Agreement provided that the Parties
may amend the Agreement by a written agreement between the City and all Participating
Agencies stating the parties’ intent to amend the Agreement; and

WHEREAS, in order to comprehensively and equitably address the costs and revenues
associated with the Pure Water Program and the related construction, expansion, and/or
modification of Metro System facilities, the City and Participating Agencies wish to amend and
restate the Regional Wastewater Disposal Agreement as provided herein.

THEREFORE, in consideration of the mutual promises set forth herein, the City and the
Participating Agencies agree as follows:

l. DEFINITIONS
A. Annual Average Daily Flow is the number, in millions of gallons of wastewater
per day (“MGD?”), calculated by dividing total Flow on a fiscal year basis by 365
days.
B. Brine is a waste byproduct of the demineralization process at an upstream Water

Repurification System facility or a Reclaimed Water facility.

C. Capital Expense Rate is the cost per acre foot that will apply if the Metro
System’s Capital Improvement Costs for the Pure Water Program and/or
upgrading of the Point Loma WTP to secondary treatment exceed $1.8 billion, as
further described in Exhibit F.
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D. Capital Improvement Costs are costs associated with the planning, design,
financing, construction, or reconstruction of facilities.

E. Chemical Oxygen Demand or “COD” means the measure of the chemically
decomposable material in wastewater, as determined by the procedures specified
in the most current edition of “Standard Methods for the Examination for Water
and Wastewater,” or any successor publication which establishes the industry
standard.

F. City Water Utility PW Costs are those Pure Water Program costs allocated to
the City’s water utility and therefore excluded as Metro System costs under
Exhibit F.

G. Contract Capacity is the contractual right possessed by each Participating
Agency to discharge wastewater into the Metro System pursuant to this
Agreement up to the limit set forth in Exhibit B attached hereto. Contract
Capacity is stated in terms of Annual Average Daily Flow.

H. Flow is the amount of wastewater discharged by the City and each Participating
Agency.

l. Functional-Design Methodology shall mean the process of allocating Operation
and Maintenance Costs and Capital Improvement Costs to Flow and Strength
parameters recognizing the benefits of both the design criteria and the primary
function of a unit process.

J. Metro Commission is the advisory body created under Section VIII.

K. Metro System Costs are those costs set forth in Section 5.2.1.

L. Metro System Revenues are those revenues set forth in Section 5.2.2.

M. Metropolitan Sewerage System or Metro System shall mean and consist of

those facilities and contract rights to facilities which are shown and/or described
in Exhibit A attached hereto and incorporated by this reference, including any
amendments thereto authorized by this Agreement.

N. Municipal System shall mean the City’s wastewater collection system, which
consists of pipelines and pump stations, that collects wastewater within the City
of San Diego and conveys it to the Metropolitan Sewerage System for treatment
and disposal.

0. New Capacity is the capacity to discharge wastewater outside the Metro System,
above the Contract Capacity set forth in Exhibit B attached hereto.

P. New Contract Capacity is the capacity to discharge wastewater into the Metro
System, above the Contract Capacity set forth in Exhibit B attached hereto.

60409.00001\30914102.9



Q. North City Water Reclamation Plant or North City WRP is the 30 million
gallons per day (as of the date of this Agreement) wastewater treatment facility
located at 4949 Eastgate Mall in San Diego, which includes four major processes:
primary treatment, secondary treatment, tertiary treatment, and disinfection.

R. Operation and Maintenance Costs are the costs of those items and activities
required by sound engineering and management practices to keep the conveyance,
disposal, treatment, and reuse facilities functioning in accordance with all
applicable laws, rules, and regulations.

S. Point Loma Wastewater Treatment Plant or Point Loma WTP is the 240
million gallons per day (as of the date of this Agreement) advanced primary
treatment plant which includes four major processes: screening, grit removal,
sedimentation, and digestion.

T. Pure Water Program is the City’s phased, multi-year program designed to
produce at least 83 million gallons per day of Repurified Water using new,
expanded, or modified facilities, some of which will include Metro System
facilities.

U. Reclaimed Water (or Recycled Water) shall have the definition set forth in
Title 22, Division 4 of the California Code of Regulations and shall mean water
which, as a result of treatment of wastewater, is suitable for a direct beneficial use
or a controlled use that otherwise could not occur.

V. Reclaimed Water (or Recycled Water) Distribution System shall mean and
consist of those eight (8) reclaimed water projects listed in Attachment B of the
Stipulated Final Order for Injunctive Relief approved by the U.S. District Court
on June 6, 1997 in U.S.A. v. City of San Diego, Case No. 88-1101-B, and attached
hereto as Exhibit E.

W. Repurified Water shall mean water which, as a result of advanced treatment of
Reclaimed Water, is suitable for use as a source of domestic (or potable) water

supply.

X. Repurified Water Revenue is the cost savings that will be realized when the
City water utility’s annual costs per-acre foot for Repurified Water are less than
the purchase costs per-acre foot for comparable water from the San Diego County
Water Authority, as further described in Exhibit F.

Y. Return Flow shall mean the effluent created by the dewatering of digested
biosolids, which includes centrate.

Z. Reuse shall mean to use again, such as water which has been reclaimed or
repurified, or sludge that has been converted to biosolids for beneficial use.

AA. South Bay Land/Ocean Outfall is the facility that is jointly owned by the
International Boundary & Water Commission (U.S. Section IBWC) and the City
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BB.

CC.

DD.

EE.

FF.

GG.

of San Diego. The Outfall is planned to convey and discharge treated effluent
from the IBWC’s International Wastewater Treatment Plant and treated effluent
from the City’s South Bay Water Reclamation Plant and the South Bay Secondary
Treatment Plant. As of the date of this Agreement, the Outfall has a current
Average Daily Flow Capacity of 174 million gallons per day. As of the date of
this Agreement, the City owns 39.94% of the capacity of the Outfall and the
balance of the capacity is owned by the IBWC.

South Bay Water Reclamation Plant is the 15 million gallons per day (as of the
date of this Agreement) wastewater treatment facility located at 2411 Dairy Mart
Road in San Diego, which includes four major processes: primary treatment,
secondary treatment, tertiary treatment, and disinfection.

Strength means the measurement of Suspended Solids (SS) and Chemical
Oxygen Demand (COD) within the wastewater Flow and any other measurement
required by law after the date of this Agreement.

Suspended Solids or SS means the insoluble solid matter in wastewater that is
separable by laboratory filtration, as determined by the procedures specified in the
most current edition of “Standard Methods for the Examination of Water and
Wastewater,” or any successor publication which establishes the industry
standard.

Tertiary Component is that portion of the wastewater treatment process that
currently filters the secondary treated wastewater effluent through fine sand
and/or anthracite coal to remove fine Suspended Solids and disinfects it to meet
the requirements of the California Administrative Code, Title 22, or its successor
for filtered and disinfected wastewater.

Water Repurification System shall mean any facilities, including treatment and
conveyance facilities, the purpose of which is the production or conveyance of
Repurified Water. Water Repurification System includes, but is not limited to:
the Tertiary Component of the North City Water Reclamation Plant to the extent
being used to produce Repurified Water, the North City Advanced Water
Purification Facility to be located across the street from the North City Water
Reclamation Plant (“North City AWP Facility”); the Repurified Water
conveyance system, which will transport Repurified Water from the North City
AWP Facility and/or other facilities to the Miramar Reservoir or other alternative
location(s) as determined by the City; and any other Repurified Water treatment
or conveyance facilities which are part of the Pure Water Program.

Wet Weather Flow is Flow entering the Metro System during rainy weather.

Peak 24-Hour Wet Weather Flow is the highest measured Wet Weather Flow
occurring in a 24 hour period during a fiscal year.

Wet Weather Flow Rights are the estimated amounts of Wet Weather Flow,
stated in millions of gallons per day (MGD), that the City and each Participating
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Agency are projected to have in the 2050 fiscal year. Wet Weather Flow Rights
are the 10-year average of Wet Weather Flow for 2050, and are calculated by
dividing total estimated annual Wet Weather Flow by 365 days. Wet Weather
Flow Rights are stated in Column 7 of Exhibit G.

1. OWNERSHIP AND OPERATION OF THE METRO SYSTEM

2.1 Rights of the Parties.

The City is the owner of the Metro System, and of any additions to the Metro
System or other facilities constructed pursuant to this Agreement. All decisions with respect to
the planning, design, construction, operation and maintenance of the Metro System shall rest
with the City, in consultation with the Metro Commission. The Participating Agencies shall have
a contractual right to use the Metro System and to participate in its operation as set forth in this
Agreement. Subject to the terms of this Agreement, and in conformance with all applicable laws,
the City may transfer ownership of all or part of the Metro System at any time. In the event of a
transfer, the City’s successor shall be bound by the terms of this Agreement. Subject to the
terms of this Agreement, any Participating Agency may transfer or assign its rights and
obligations under this Agreement. Any transfer shall first be approved by the City. No transfer
may occur if the City reasonably determines, after consultation with the Participating Agencies
involved, that the proposed transfer will imbalance, or will otherwise adversely impact the City’s
ability to operate the Metro System.

2.2 Metro System Services.

2.2.1 The City shall provide wastewater conveyance, treatment and disposal
services to the Participating Agencies through the Metro System, under
the terms set forth in this Agreement.

2.2.2 The City shall operate the Metro System in an efficient and economical
manner, maintaining it in good repair and working order, all in accordance
with recognized sound engineering and management practices.

2.2.3 The City shall convey, treat, and dispose of or reuse all wastewater
received under this Agreement in such a manner as to comply with all
applicable laws, rules and regulations.

2.3 Flow Commitment.

2.3.1 Absent agreement of the parties, all Flow from the Participating Agencies
and the City, up to the capacity limits set forth in Exhibit B or any
amendments thereto, shall remain in the Metro System.

2.3.2 This Agreement shall not preclude any Participating Agency from
diverting Flow from the Metro System as a result of the construction of
reclamation facilities or New Capacity outside of the Metro System.
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2.3.3 Any Participating Agency may negotiate an agreement with the City to
withdraw all Flow from the Metro System, which at a minimum requires
the Agency to pay its proportionate share of Capital Improvement Costs.

If a Participating Agency enters into an agreement with the City by
December 31, 2019, to withdraw all Flow from the Metro System by
January 1, 2035, such Participating Agency shall not pay Pure Water
Program Capital Improvement Costs except for Phase | (as defined below
in Section 2.8).

24 Funding Obligations.

Nothing in this Section or in this Agreement shall obligate the City to make any
payment for the acquisition, construction, maintenance or operation of the Metro System from
moneys derived from taxes or from any income and revenue of the City other than moneys in or
sewer revenues which go into the Sewer Revenue Fund for the Metro System and from
construction funds derived from the sale of such sewer revenue bonds for the Metro System as
are duly authorized. Nothing in this Agreement shall be construed to obligate the City to pay
from its annual income and revenues any sum which would create an indebtedness, obligation or
liability within the meaning of the provisions of Section 18 of Article XVI of the Constitution of
the State of California. Nothing in this Section, however, or in this Agreement shall prevent the
City, in its discretion, from using tax revenues or any other available revenues or funds of the
City for any purpose for which the City is empowered to expend moneys under this Agreement.
Nothing herein shall relieve the City from its obligations to fund and carry out this Agreement.
Nothing in this Section or in this Agreement shall obligate any Participating Agency to make any
payment which would create an indebtedness, obligation or liability within the meaning of the
provisions of Section 18 of Article XVI of the Constitution of the State of California, or which is
not authorized by law.

25 Financial Statements.

2.5.1 The City shall keep appropriate records and accounts of all costs and
expenses relating to conveyance, treatment, disposal, and reuse of
wastewater, and production of Repurified Water, and the acquisition,
planning, design, construction, administration, monitoring, operation and
maintenance of the Metro System and Water Repurification System, and
any grants, loans, or other revenues received therefor. The City shall keep
such records and accounts for at least four (4) years, or for any longer
period required by law or outside funding sources.

2.5.2 Said records and accounts shall be subject to reasonable inspection by any
authorized representative of any Participating Agency at its expense.
Further, said accounts and records shall be audited annually by an
independent certified public accounting firm appointed by the City
pursuant to generally accepted accounting principles. A copy of said
report shall be available to any Participating Agency. As part of said
audit, the actual amount of City Water Utility’s PW Costs, Pure Water
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2.5.3

Program costs attributable to the Metro System, Repurified Water
Revenue, and the Capital Expense Rate shall be determined and audited by
the City’s external auditors and Participating Agency representatives, and
a cumulative and annual summary of such amounts shall be included as a
footnote or attachment to the audit of the Metro System. Cost summaries
shall include separate lines for Capital Improvement Costs and Operation
and Maintenance Costs.

The City shall make a good faith effort to complete the annual audit, and
any related adjustments under this Agreement, by the end of the following
fiscal year.

2.6 Limitations on Types and Condition of Wastewater.

2.6.1

2.6.2

2.6.3

2.6.4

2.6.5

2.6.6

60409.00001\30914102.9

Each Participating Agency will comply with all applicable laws, rules and
regulations including its regulatory obligations associated with the
discharge of wastewater into its respective system and from such system
into the Metro System.

Each Participating Agency will minimize to the maximum extent
practicable, the infiltration and inflow of surface, ground or stormwaters
into its respective wastewater systems.

Each Participating Agency will insure that all industrial users of its
wastewater system are regulated by an effective industrial pretreatment
program that conforms to all to all applicable laws, rules and regulations
and that is acceptable to the City. Provided, however, that the City shall
not require the Participating Agencies to take any actions beyond that
which is required under applicable laws, rules and regulations that can be
taken but are not being taken by the City.

The City and the Participating Agencies agree that nothing in this
Agreement, including the termination of the existing sewage disposal
agreements, shall affect the validity of the Interjurisdictional Pretreatment
Agreements, or the separate transportation agreements that are currently in
effect between or among the City and the Participating Agencies.

Each Participating Agency will not discharge a substantial amount of
sewage originating outside its respective boundaries into the Metro
System without the approval of the City.

Each Participating Agency shall be responsible for the violation of any
applicable laws, rules or regulations associated with its respective
discharge of wastewater into the Metro System. Nothing in this
Agreement shall affect the ability of any Participating Agency to hold
third parties responsible for such violations.

-8-



2.6.7

In the event a regulatory agency imposes any penalty or takes other
enforcement action relating to the conveyance, treatment, and disposal of
wastewater in or from the Metro System, the City shall determine if the
City or a Participating Agency or Agencies caused or contributed to the
violation by exceeding its Contract Capacity or by the contents of its
wastewater. The City shall allocate the penalty or other relief, including
the costs of defense, to the party or parties responsible. Each responsible
party, whether a Participating Agency or the City, shall be obligated to pay
its share of such penalty or other relief, and any costs of defense. In the
event that the City cannot make such an allocation, the cost of such
penalty or other relief shall be shared by the Participating Agencies and
the City proportionately based on Flow and Strength.

2.7 Right of First Refusal.

2.7.1

2.7.2

2.7.3

60409.00001\30914102.9

The City shall not sell or agree to sell the Metro System without first
offering it to the Participating Agencies. For the purposes of this section,
“Participating Agencies” shall mean a Participating Agency, a group of
Participating Agencies, or a third party representing one or more
Participating Agencies. The term “sell” shall include any transfer or
conveyance of the Metro System or of any individual treatment or
reclamation facility or outfall within the Metro System.

The City and the Participating Agencies recognize that transfer of
ownership of the Metro System is currently restricted by Sections 6.04 and
6.20 of the Installment Purchase Agreement between the City and the
Public Facilities Financing Authority of the City, which inter alia restricts
the transfer of ownership to the Metropolitan Wastewater Sewage District
or other governmental agency whose primary purpose is to provide
wastewater treatment. The City shall not seek to impose on bond holders
a waiver of Section 6.04 or 6.20. Absent such a restriction, before the City
sells or agrees to sell the Metro System, or any portion of it, the City shall
offer to sell the Metro System to the Participating Agencies (“the Offer”)
on the terms and at a price equal to that proposed for the sale of the Metro
System to a third party. The Participating Agencies shall have thirty days
from receipt of the Offer (“the Intent to Respond Period”) in which to
notify the City of their intent to respond to the Offer. The Participating
Agencies shall have five months from the expiration of the Intent to
Respond Period in which to accept or reject the Offer. The Offer shall
contain the name of the proposed purchaser, the proposed sale price, the
terms of payment, the required deposit, the time and place for the close of
escrow, and any other material terms and conditions on which the sale is
to be consummated.

If the Participating Agencies give timely notice of their intent to respond
and timely notice of their acceptance of the Offer, then the City shall be
obligated to sell and the Participating Agencies shall be obligated to
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2.7.4

purchase the Metro System or any individual treatment or reclamation
facility or outfall within the Metro System, as applicable, at the price and
on the terms and conditions of the Offer. If the Participating Agencies do
not give timely notice of their intent to respond or their acceptance of the
Offer, or do not submit an offer on the same terms and conditions as the
Offer, the City may, following the end of the Offer period, sell the Metro
System, or any portion of it, at a price and on terms and conditions no less
favorable to the City than those in the Offer. The City shall not sell the
Metro System to any third party on terms or at a price less favorable to the
City from the terms and price contained in the Offer absent compliance
with the terms of this Section.

Nothing herein shall prevent the City from entering into a financing
agreement which may impose limits on the City’s power to sell the Metro
System to the Participating Agencies pursuant to Section 2.7.1. if the City
reasonably believes that such a financing agreement is in the City’s best
interest. Neither the entry into such a financing agreement by the City nor
the performance thereof by the City shall constitute a breach or default by
the City hereunder.

2.8 Pure Water San Diego Program.

Each new, expanded, or modified Metro System facility which is used in relation
to the production of Repurified Water (in addition to the modification and expansion of the
North City Water Reclamation Facility) shall be governed by this Agreement and Exhibit F,
attached hereto and incorporated herein.

29 Future Negotiations and Cooperation.

29.1

60409.00001\30914102.9

This Agreement and Exhibit F specifically contemplate Phase | of the Pure
Water Program, which consists of new, expanded, or modified Metro
System facilities and Water Repurification System facilities designed to
produce only up to 30 million gallons per day of Repurified Water (“Phase
I”).  During the planning process for later phases of the Pure Water
Program, the parties shall meet and negotiate in good faith regarding one
or more amendments to this Agreement or its Exhibits to address:

2.9.1.1 The allocation of specific Pure Water Program costs between
City’s water utility and the Metro System for such later phases;

2.9.1.2 Whether, and to what extent, certain Metro System costs should be
charged based on volume capacity rights, Strength capacity rights,
Peak 24-Hour Wet Weather Flow, and/or other factors;

2.9.1.3 The exclusion of costs related to the industrial discharges

inspection and monitoring program within San Diego under
Section 5.2.1.2.3 of the Agreement; and
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2.9.1.4 The handling of waste generated at United States military bases
under this Agreement.

If such negotiations do not result in an amendment to this Agreement or its
Exhibits concerning these subjects, this Agreement shall remain in full
force and effect as set forth herein. Further, if the City proceeds with a
later phase of the Pure Water Program as authorized under Section 2.1 of
this Agreement, and the Parties have not yet amended this Agreement or
Exhibit F to specifically address such costs by the time they are incurred,
all costs listed in Section | of Exhibit F shall nonetheless be excluded as
Metro System costs under this Agreement.

2.9.2 The City and the Participating Agencies shall cooperate and coordinate in
good faith with the Padre Dam Municipal Water District, San Diego
County Sanitation District, and City of El Cajon on issues that relate to the
East County AWP Program, including, but not limited to, the transfer of
the Mission Gorge Pump Station; disposal of residuals; and a source
control program.

1. PAYMENT AND MONITORING PROVISIONS

3.1 Payment for Metro System Facilities.

Through the system of charges set forth in Article VV of this Agreement, each
Participating Agency shall pay its share of the costs of planning, design and construction of all of
the Metro System facilities which are identified in Exhibit A hereto, which is incorporated herein
by reference.

3.2 Payment for Additional Metro System Facilities.

Through the system of charges set forth in Article V of this Agreement, each
Participating Agency shall pay its share of the costs of acquisition, or planning, design and
construction of such facilities in addition to those set forth on Exhibit A as are necessary for the
Metro System to maintain compliance with applicable laws, rules and regulations, including the
Ocean Pollution Reduction Act of 1994 and its successor(s), present and future waivers of
applicable treatment standards at any Metro System treatment facility, and all facilities as are
necessary to convey, treat, dispose, and reuse wastewater in the Metro System to provide the
Contract Capacity set forth in Exhibit B, to maintain hydraulic capacity and as otherwise
required by sound engineering principles. As a ministerial matter, the City shall amend Exhibit A
from time to time to reflect such additional facilities and shall give notice of any amendments to
the Participating Agencies. The City shall keep an updated version of Exhibit A on file with the
City Public Utilities Department. Exhibit A may be amended to reflect other changes to the
Metro System only as expressly provided in this Agreement.

3.3 Payment for Operation and Maintenance.

Through the system of charges set forth in Article V' of this Agreement, each
Participating Agency shall pay its share of the Operation and Maintenance Costs of all Metro
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System facilities. The Participating Agencies shall not pay for the Operation and Maintenance
Costs of Water Repurification System, which are City Water Utility PW Costs.

3.4 Charges Based on Flow and Strength; Exception.

34.1

3.4.2

3.4.3

60409.00001\30914102.9

Except as otherwise described in this Section 3.4, a Participating Agency’s
share of the charges in this Article 111 shall be assessed pursuant to Article
V of this Agreement based on its proportionate Flow in the Metro System
and the Strength of its wastewater.

Notwithstanding section 3.4.1, or any other provision of this Agreement, a
Participating Agency’s share of Pure Water Program Capital Improvement
Costs and Pure Water Program revenues attributable to the Metro System
under Exhibit F shall be assessed or credited based on the parties’
proportionate share of Wet Weather Flow Rights. Wet Weather Flow
Rights are based on projections of each party’s 10-year average of Wet
Weather Flow in the year 2050 as set forth in Column 7 of Exhibit G,
which is attached hereto and incorporated herein. The City shall annually
allocate the estimated and actual Pure Water Program Capital
Improvement Costs and revenues which are attributable to the Metro
System under Exhibit F in proportion to each party’s share of Wet
Weather Flow Rights (Column 8 of Exhibit G) when estimating quarterly
payments and conducting year-end adjustments under Article V.

Each party recognizes that operation within respective Wet Weather Flow
Rights is essential to the accurate allocation of costs and revenues under
the Pure Water Program. In recognition of same, the parties agree as
follows:

3.4.3.1 Beginning in the next fiscal year after the effective date of this
Agreement, if any party’s Annual Average Daily Flow exceeds its
Wet Weather Flow Rights for any two (2) consecutive fiscal years,
the City shall prepare an amendment to Exhibit G that adjusts
projections of each party’s 10-year average of Wet Weather Flow
in 2050 based on information about such party’s exceedance and
other relevant information. Upon approval by a majority of the
Metro Commission, the City shall, as a ministerial matter, amend
the Wet Weather Flow Rights in Column 7 of Exhibit G (and the
percentages in Column 8 of Exhibit G) to reflect the new
projections of 10-year average of Wet Weather Flow. The City
shall keep an updated version of Exhibit G on file with the City
Public Utilities Department. If the City and the Metro
Commission cannot agree on an amendment to Exhibit G, the
matter shall be submitted to dispute resolution pursuant to Article
IX.
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3.4.3.2 Notwithstanding the amounts set forth in Column 7 of Exhibit G,
the following parties will have the following Wet Weather Flow
Rights until July 1, 2025:

3.4.3.2.1 Padre Dam: 2.797 MGD
3.4.3.2.2 San Diego County Sanitation District: 22.844 MGD
3.4.3.2.3 El Cajon: 8.542 MGD

3.4.3.3 If Exhibit G is amended to update one or more parties’ Wet
Weather Flow Rights, the change in Wet Weather Flow Rights
shall be retroactive in effect, and the City shall use the updated
amounts in estimating quarterly payments and conducting year-end
adjustments for Pure Water Program costs and revenues.
Therefore, any party that underpaid based on previous Wet
Weather Flow Rights (which were based on prior projections of
2050 Flow) shall pay the retroactive amount due in its quarterly
payments the following fiscal year; any party that overpaid based
on previous Wet Weather Flow Rights shall receive a credit in its
quarterly payments the following fiscal year. Notwithstanding the
preceding sentence, if the retroactive amount due exceeds 20% of a
party’s average annual Metro System payments for the previous
four (4) years, such party may elect to pay the retroactive amount
due in its quarterly payments over the subsequent four (4) fiscal
years; any party that overpaid based on previous Wet Weather
Flow Rights shall receive a credit in its quarterly payments the
following four (4) fiscal years.

3.5 Monitoring Flow and Strength.

3.5.1

3.5.2

3.5.3
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The City shall monitor wastewater that is discharged into the Metro
System for Flow and Strength. The City shall own and operate as part of
the Metro System monitoring devices which will measure the amount of
daily wastewater discharged into the Metro System. These devices shall be
installed at locations appropriate to accurately monitor Flow and Strength.
The City may also monitor wastewater Flow and Strength at other
locations as it deems appropriate.

In measuring Strength, the frequency and nature of the monitoring shall
not be more stringent for the Participating Agencies than it is for the City.

The City shall, at least once every five (5) years, update and provide its
plans for the monitoring system and for the procedures it will use to
determine Strength to the Participating Agencies. The Participating
Agencies shall have the opportunity to review and comment prior to
implementation.
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3.5.4 The City shall report Flow and Strength data to the Participating Agencies
at least quarterly.

IV. CAPACITY RIGHTS

4.1 Contract Capacity.

In consideration of the obligations in this Agreement, each Participating Agency
shall have a contractual right to discharge wastewater to the Metro System up to the Contract
Capacity set forth in Exhibit B. The Wet Weather Flow Rights stated in Exhibit G, which are
used solely for the purpose of allocating Pure Water Program costs and revenues attributable to
the Metro System under this Agreement, do not replace or limit Contract Capacity. Each party’s
Contract Capacity takes into account Wet Weather Flow.

4.2 Transfers of Contract Capacity.

The Participating Agencies and the City may buy, sell or exchange all or part of
their Contract Capacity among themselves on such terms as they may agree upon. The City shall
be notified prior to any transfer. Any transfer shall be first approved by the City. No Contract
Capacity may be transferred if the City determines, after consultation with the Participating
Agencies involved in the transaction, that said transfer will unbalance, or will otherwise
adversely impact the City’s ability to operate the Metro System. Provided, however, that the
Participating Agency seeking the transfer may offer to cure such imbalance at its own expense.
Following the City’s consent, as a ministerial matter, the Contract Capacity set forth in Exhibit B
shall be adjusted to reflect the approved transfer.

4.3 Allocation of Additional Capacity.

The parties recognize that the City’s applicable permits for the Metro System may
be modified to create capacity in the Metro System beyond that set forth in Exhibit B as a result
of the construction of additional facilities or as a result of regulatory action. This additional
capacity shall be allocated as follows:

4.3.1 Except as provided in section 4.3.2 below, in the event that the Metro
System is rerated so that additional permitted capacity is created, said
capacity shall be allocated proportionately based upon the Metro System
charges that have been paid since July 1, 1995 to the date of rerating.

4.3.2 In the event that the additional permitted capacity is created as the result
of the construction of non-Metro System facilities, or as the result of the
construction of facilities pursuant to Article VII, such additional capacity
shall be allocated proportionately based on the payments made to plan,
design and construct such facilities.
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4.4 Deductions in Contract Capacity.

The parties further recognize that the Contract Capacity in Exhibit B and Wet
Weather Flow Rights in Exhibit G may be modified to comply with, or in response to, applicable
permit conditions, or related regulatory action, or sound engineering principles. In the event that
the capacity of the Metro System is rerated to a level below the total capacity set forth in Exhibit
B, the Contract Capacity in Exhibit B and Wet Weather Flow Rights in Exhibit G shall be
reallocated proportionately pending the acquisition or construction of new facilities. The City
shall acquire or construct such facilities as necessary to provide the Contract Capacity rights set
forth in Exhibit B, as planning and capacity needs require. The costs of such facilities shall be
assessed pursuant to Section 3.2.

45 Amendments to Exhibits B and C.

As a ministerial matter, the City shall prepare amendments to Exhibits B and C to
reflect any adjustment in Contract Capacity pursuant to this Article within ninety (90) days after
the adjustment is made. The City shall give notice of the amendments to each Participating
Agency, and shall provide copies of the amendments with the notice. The City shall keep an
updated version of Exhibits B and C on file with the City Public Utilities Department.

4.6 The South Bay Land/Ocean Outfall.

Nothing in this Article shall limit the City’s right to transfer capacity service
rights in that portion of the South Bay Land/Ocean Outfall which is not part of the Metro
System.

V. SYSTEM OF CHARGES

5.1 Charges Authorized.

The City agrees to implement and the Participating Agencies agree to abide by a
new system of charges. This new system allows the City to equitably recover from all
Participating Agencies their proportional share of the net Metro System Costs through the
imposition of the following charges:

5.1.1 SSC (Sewer System Charge);
5.1.2 NCCC (New Contract Capacity Charge).

5.2 SSC (Sewer System Charge).

The City shall determine the SSC based on the projected Metro System Costs (as
defined below) for the forthcoming fiscal year, less all Metro System Revenues (as defined
below).

5.2.1 Metro System Costs

-15-
60409.00001\30914102.9



5.2.1.1 The following shall at a minimum be considered Metro System
Costs for purposes of calculating the annual SSC:

52111

5.2.1.1.2

Except as provided in section 5.2.1.2 (Excluded Costs),
the annual costs associated with administration,
operation, maintenance, replacement, annual debt
service costs and other periodic financing costs and
charges, capital improvement, insurance premiums,
claims payments and claims administration costs of the
Metro System, including projected overhead. Overhead
shall be calculated using accepted accounting practices
to reflect the overhead costs of the Metro System.

Fines or penalties imposed on the City as a result of the
operation of the Metro System, unless the fine/penalty
is allocated to the City or a Participating Agency as
provided in Section 2.6.7.

5.2.1.2 Excluded Costs. The following items shall not be considered
Metro System Costs for purposes of calculating the annual SSC:

52121

5.2.1.22

5.2.1.2.3

52124

5.2.1.25

5.2.1.2.6

5.2.1.2.7

Costs related to the City of San Diego’s Municipal
System as determined by reasonable calculations;

Costs related to the treatment of sewage from any
agency which is not a party to this Agreement;

Costs related to the inspection and monitoring program
for the industrial dischargers located in San Diego,
including associated administrative and laboratory
services;

Right-of-way charges for the use of public streets of the
City or any Participating Agency. The City and the
Participating Agencies agree not to impose a right-of-
way charge for the use of its public rights-of-way for
Metro System purposes;

Capital Improvement Costs of any non-Metro System
facility;

Capital Improvement Costs for which an NCCC is paid;
and

City Water Utility PW Costs.

5.2.2 Metro System Revenues.

60409.00001\30914102.9
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5.2.2.1 The following revenues shall be at a minimum considered Metro
System Revenues for purposes of determining the annual SSC:

52211

5.2.2.1.2

5.2.2.1.3

52214

5.2.2.15

5.2.2.1.6

5.2.2.1.7

5.2.2.1.8

Any grant or loan receipts or any other receipts that are
attributable to the Metro System, including, but not
limited to, all compensation or receipts from the sale,
lease, or other conveyance or transfer of any asset of
the Metro System; provided, however, that this shall not
include any grant, loan, or other receipts attributable to
the Metro System components of the Pure Water
Program, which are specifically addressed in Section
5.2.2.1.8.

All compensation or receipts from the sale or other
conveyance or transfer of any Metro System by-
products, including, but not limited to gas, electrical
energy, sludge products, and Reclaimed Water
(excepting therefrom any receipts allocated pursuant to
section 5.2.2.1.3).

The distribution of revenue from the sale of Reclaimed
Water from the North City Water Reclamation Plant,
including incentives for the sale of Reclaimed Water,
shall first be used to pay for the cost of the Reclaimed
Water Distribution System, then the cost of the
Operation and Maintenance of the Tertiary Component
of the North City Water Reclamation Plant that can be
allocated to the production of Reclaimed Water, and
then to the Metro System.

Any portion of an NCCC that constitutes
reimbursement of costs pursuant to Section 7.1.4.

Any penalties paid under Section 7.3.

Proceeds from the Capital Expense Rate, as calculated
under Exhibit F and allocated among the City and
Participating Agencies in the proportions set forth in
Column 8 of Exhibit G.

Those portions of Repurified Water Revenue
attributable to the Metro System, as calculated under
Exhibit F and allocated among the Participating
Agencies in the proportions set forth in Column 8 of
Exhibit G.

Any grant or loan receipts or any other receipts that are
attributable to the Metro System components of the
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Pure Water Program, including, but not limited to, all
compensation or receipts from the sale, lease, or other
conveyance or transfer of any asset of the Metro
System components of the Pure Water Program. Any
proceeds under this section shall be allocated among the
City and the Participating Agencies in the proportions
set forth in Column 8 of Exhibit G.

5.2.2.2 Excluded Revenue

5.2.2.2.1 Capital Improvement Costs for which an NCCC is paid;

5.2.2.2.2 Proceeds from the issuance of debt for Metro System
projects.

5.2.2.2.3 Proceeds from the sale of Reclaimed Water used to pay
for the Reclaimed Water Distribution System pursuant
to section 5.2.2.1.3 above.

5.2.3 Calculation of SSC Rates.

5.24
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5.2.3.1 Prior to the initial implementation of the new system of charges,

the City shall prepare a sample fiscal year estimate setting forth the
methodology and sampling data used as a base for Strength based
billing (SBB) which includes Flow and Strength (Chemical
Oxygen Demand (COD) and Suspended Solids (SS)). The analysis
shall be submitted to each Participating Agency.

5.2.3.2 The City shall determine the unit SSC rates by allocating net costs

(Metro System Costs less Metro System Revenues) between
parameters of Flow, COD and SS. This allocation is based on the
approved Functional-Design Methodology analyses for individual
Capital Improvement Projects (CIPs) and estimated Operation and
Maintenance (O&M) Costs allocated to the three parameters. The
City may revise the calculations to include any other measurement
required by law after the effective date of this Agreement.

5.2.3.3 The net cost allocated to each of the three parameters (Flow, COD

and SS) shall be divided by the total Metro System quantity for
that parameter to determine the unit rates for Flow, COD and SS.
These unit rates shall apply uniformly to all Participating
Agencies.

Estimate and Billing Schedule and Year End Adjustment

5.2.4.1 The City shall estimate the SSC rates on an annual basis prior to

January 15. The City shall quantify the SSC rates by estimating the
quantity of Flow, COD and SS for each party, based on that party’s
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actual flow and the cumulative data of sampling for COD and SS
over the preceding years. If cumulative data is no longer indicative
of discharge from a Participating Agency due to the
implementation of methods to reduce Strength, previous higher
readings may be eliminated.

5.2.4.2 Costs of treating Return Flow for solids handling will be allocated
to the Participating Agencies in proportion to their Flow and
Strength. Return Flow will not be counted against the Participating
Agencies’ Contract Capacity as shown in Exhibit B.

5.2.4.3 The City shall bill the Participating Agencies quarterly, invoicing
on August 1 , November 1, February 1 and May 1. Each bill shall
be paid within thirty (30) days of mailing. Quarterly payments will
consist of the total estimated cost for each Participating Agency,
based on their estimated Flow, COD and SS, divided by four.

5.2.4.4 At the end of each fiscal year, the City shall determine the actual
Metro System Costs and the actual Flow as well as the cumulative
Strength data for the City and each of the Participating Agencies.
The City shall make any necessary adjustments to the unit rates for
Flow, COD and SS based on actual costs for the year. The City
shall then recalculate the SSC for the year using actual costs for the
year, actual Flow, and cumulative Strength factors (COD, SS and
Return Flow) for the City and for each Participating Agency. The
City shall credit any future charges or bill for any additional
amounts due, the quarter after the prior year costs have been
audited.

5.3 NCCC (New Contract Capacity Charge).

If New Contract Capacity is required or requested by a Participating Agency,
pursuant to Article VII, the Metro System shall provide the needed or requested capacity,
provided that the Participating Agency agrees to pay an NCCC in the amount required to provide
the New Contract Capacity. New Contract Capacity shall be provided pursuant to Article VII.

54 Debt Financing.

The City retains the sole right to determine the timing and amount of debt
financing required to provide Metro System Facilities.

55 Allocation of Operating Reserves and Debt Service Coverage.

The parties shall continue to comply with the 2010 Administrative Protocol on
Allocation of Operating Reserves and Debt Service Coverage to Participating Agencies, attached
hereto and incorporated herein as Exhibit C.
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VI.  PLANNING

6.1 Projected Flow and Capacity Report.

Commencing on July 1, 1999, each Participating Agency shall provide the City
and the Metro Commission with a ten-year projection of its Flow and capacity requirements from
the Metro System. The Agencies shall disclose any plans to acquire New Capacity outside the
Metro System. This “Projected Flow and Capacity Report” shall be updated annually.

6.2 Other Planning Information.

Each Participating Agency shall provide the City with such additional information
as requested by the City as necessary for Metro System planning purposes.

6.3 Ten-Year Capital Improvement Plan.

The City shall prepare a Ten-Year Capital Improvement Plan for the Metro
System that describes the facilities necessary to convey, treat, and dispose of, or reuse all Flow in
the Metro System in compliance with all applicable rules, laws and regulations. The plan shall be
updated annually.

6.4 Notice to Metro Commission.

In the event that the City is not able to include a facility in the Ten-Year Capital
Improvement Plan, the City shall notify the Metro Commission as soon as possible before the
detailed design or construction of such facility provided that the facility will significantly impact
the Metro System.

VIl. FACILITIES SOLELY FOR NEW CONTRACT CAPACITY

The Participating Agencies and City are obligated to pay for the acquisition or
planning, design, and construction of new facilities in the Metro System that are needed solely to
provide New Contract Capacity only under the terms provided below.

7.1 Determination of Need for New Contract Capacity.

7.1.1 As part of its planning efforts, and considering the planning information
provided to the City by the Participating Agencies, the City shall
determine when additional facilities beyond those acquired or constructed
pursuant to Article I11 above will be necessary solely to accommodate a
need for New Contract Capacity in the Metro System, whether by the City
or by the Participating Agencies. The City shall determine: (1) the amount
of New Contract Capacity needed; (2) the Participating Agency or
Agencies, or the City, as the case may be, in need of the New Contract
Capacity; (3) the type and location of any capital improvements necessary
to provide the New Contract Capacity; (4) the projected costs of any
necessary capital improvements; and, (5) the allocation of the cost of any
such facilities to the Participating Agency and/or the City for which any
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7.1.2

7.1.3

7.1.4

7.15

New Contract Capacity is being developed. The City shall notify the
Participating Agencies of its determination within sixty days of making
such determination.

The City or Participating Agency or Agencies in need of New Contract
Capacity as determined by the City pursuant to section 7.1.1 above, may
choose, in their sole discretion, to obtain New Capacity outside of the
Metro System in lieu of New Contract Capacity. Under such
circumstances, the Participating Agency or Agencies shall commit to the
City in writing their intent to obtain such New Capacity. Upon such
commitment, the City shall not be required to provide New Contract
Capacity to such Agency or Agencies as otherwise required under this
Agreement.

The Participating Agencies shall have six months from the date of notice
of the determination within which to comment on or challenge all or part
of the City’s determination regarding New Contract Capacity, or to agree
thereto or to commit, in writing, to obtain New Capacity outside of the
Metro System. Any Participating Agency objecting to the City’s
determination shall have the burden to commence and diligently pursue
the formal dispute resolution procedures of this Agreement within said six
month period. The City’s determination shall become final at the close of
the six month comment and objection period. The City’s determination
shall remain valid notwithstanding commencement of dispute resolution
unless and until otherwise agreed to pursuant to the dispute resolution
process in Article 1X, or pursuant to a final court order.

The City and the Participating Agency or Agencies which need New
Contract Capacity shall thereafter enter into an agreement specifying the
terms and conditions pursuant to which the New Contract Capacity will be
provided, including the amount of capacity and the New Contract
Capacity. Each party obtaining New Contract Capacity shall reimburse the
Metro System for the costs of acquisition, planning, design, and
construction of facilities necessary to provide the New Contract Capacity
that have been paid by other parties under Section 7.2.3.

The parties recognize that the City may acquire and plan, design and
construct facilities that are authorized pursuant to both Article 1l and
Article VII of this Agreement. Under such circumstances, the City shall
allocate the costs and capacity of such facilities pursuant to Article 111 and
Section 7.1.1 as applicable.

7.2 Charges for Facilities Providing New Contract Capacity

7.2.1

60409.00001\30914102.9

The expense of acquisition, planning, design, and construction of New
Contract Capacity shall be borne by the City or the Participating Agency
or Agencies in need of such New Contract Capacity.
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7.2.2

7.2.3

724

Notwithstanding any provision in this Agreement, the City and the
Participating Agencies shall pay for the Operation and Maintenance Costs
of all facilities pursuant to the payment provisions of Article Il1, including
those facilities acquired and constructed to provide New Contract
Capacity in the Metro System.

Charges for the acquisition, planning, design and construction of facilities
solely to provide New Contract Capacity shall be paid for by the
Participating Agencies and the City pursuant to the payment provisions in
Article 111 of this Agreement until an agreement is reached under Section
7.1.4. or pending the resolution of any dispute relating to the City’s
determination with respect to New Contract Capacity.

As a ministerial matter, the City shall prepare amendments to Exhibits A
and B to reflect the acquisition or construction of facilities to provide New
Contract Capacity pursuant to this Article. The City shall give notice of
the Amendments to the Participating Agencies, and shall provide copies of
the Amendments with the notice.

7.3 Liguidated Damages.

7.3.1

7.3.2
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The parties recognize that appropriate capacity and long term planning
for same are essential to the proper provision of sewerage service. In
recognition of same, the parties agree that discharge beyond Contract
Capacity will result in damages that are difficult to determine. Therefore,
the damages are being liquidated in an amount estimated to the actual
damage that will be incurred by the City, and is not a penalty. In the
event that a Participating Agency exceeds its Contract Capacity after the
City has given notice that New Capacity is required, said Participating
Agency shall be assessed and pay a liquidated damages until such time
as the Participating Agency obtains the required New Capacity. The
liquidated damages shall be fifteen percent (15%) of the quarterly
charges authorized pursuant to this Agreement times the amount of Flow
which exceeds the Participating Agency’s Contract Capacity for the each
quarter in which any exceedance occurs.

In the event that a Participating Agency fails to pay the charges imposed
under this Article after the City has given notice that payment is
required, said Participating Agency shall be assessed and shall pay
liquidated damages of ten percent (10%) of the total outstanding charges
each quarter until said charges are paid in full.
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VIll. THE METRO COMMISSION

8.1 Membership.

The Metro Commission shall consist of one representative from each Participating
Agency. Each Participating Agency shall have the right to appoint a representative of its choice
to the Metro Commission. If a Participating Agency is a dependent district whose governing
body is that of another independent public agency that Participating Agency shall be represented
on the Metro Commission by a representative appointed by the governing body which shall have
no more than one representative no matter how many Participating Agencies it governs. Each
member has one vote in any matter considered by the Metro Commission. The Metro
Commission shall establish its own meeting schedule and rules of conduct. The City may
participate in the Metro Commission on an ex officio, non-voting basis.

8.2 Advisory Responsibilities of Metro Commission.

8.2.1 The Metro Commission shall act as an advisory body, advising the City on
matters affecting the Metro System. The City shall present the position of
the majority of the Metro Commission to the City’s governing body in
written staff reports. The Metro Commission may prepare and submit
materials in advance and may appear at any hearings on Metro System
matters and present its majority position to the governing body of the City.

8.2.2 The Metro Commission may advise the City of its position on any issue
relevant to the Metro System.

IX. DISPUTE RESOLUTION
This Section governs all disputes arising out of this Agreement.

9.1 Mandatory Non-Binding Mediation.

If a dispute arises among the parties relating to or arising from a party’s
obligations under this Agreement that cannot be resolved through informal discussions and
meetings, the parties involved in the dispute shall first endeavor to settle the dispute in an
amicable manner, using mandatory non-binding mediation under the rules of JAMS, AAA, or
any other neutral organization agreed upon by the parties before having recourse in a court of
law. Mediation shall be commenced by sending a Notice of Demand for Mediation to the other
party or parties to the dispute. A copy of the notice shall be sent to the City, all other
Participating Agencies, and the Metro Commission.

9.2 Selection of Mediator.

A single mediator that is acceptable to the parties involved in the dispute shall be
used to mediate the dispute. The mediator will be knowledgeable in the subject matter of this
Agreement, if possible, and chosen from lists furnished by JAMS, AAA, or any other agreed
upon mediator.
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9.3 Mediation Expenses.

The expenses of witnesses for either side shall be paid by the party producing
such witnesses. All mediation costs, including required traveling and other expenses of the
mediator, and the cost of any proofs or expert advice produced at the direct request of the
mediator, shall be Metro System costs.

9.4 Conduct of Mediation.

Mediation hearings will be conducted in an informal manner. Discovery shall not
be allowed. The discussions, statements, writings and admissions and any offers to compromise
during the proceedings will be confidential to the proceedings (pursuant to California Evidence
Code Sections 1115 — 1128 and 1152) and will not be used for any other purpose unless
otherwise agreed by the parties in writing. The parties may agree to exchange any information
they deem necessary. The parties involved in the dispute shall have representatives attend the
mediation who are authorized to settle the dispute, though a recommendation of settlement may
be subject to the approval of each agency’s boards or legislative bodies. Either party may have
attorneys, witnesses or experts present.

9.5 Mediation Results.

Any resultant agreements from mediation shall be documented in writing. The
results of the mediation shall not be final or binding unless otherwise agreed to in writing by the
parties. Mediators shall not be subject to any subpoena or liability and their actions shall not be
subject to discovery.

9.6 Performance Required During Dispute.

Nothing in this Article shall relieve the City and the Participating Agencies from
performing their obligations under this Agreement. The City and the Participating Agencies shall
be required to comply with this Agreement, including the performance of all disputed activity
and disputed payments, pending the resolution of any dispute under this Agreement.

9.7 Offers to Compromise

Any offers to compromise before or after mediation proceedings will not be used
to prove a party’s liability for loss or damage unless otherwise agreed by the parties in writing
(pursuant to Evidence Code Section 1152.)

X. INSURANCE AND INDEMNITY

10.1 City Shall Maintain All Required Insurance.

10.1.1 The City shall maintain all insurance required by law, including workers’
compensation insurance, associated with the operation of the Metro
System.
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10.1.2 Throughout the term of this Agreement the City shall procure and
maintain in effect liability insurance covering, to the extent reasonably
available, any and all liability of the City, the Metro System and the
Participating Agencies, including their respective officers, directors,
agents, and employees, if any, with respect to or arising out of the
ownership, maintenance, operation, use and/or occupancy of the Metro
System and all operations incidental thereto, including but not limited to
structural alterations, new construction and demolition, including coverage
for those hazards generally known in the insurance industry as exploding,
collapse and underground property damage.

10.1.3 Said insurance shall name the City, and its respective officers, employees,
and agents, and shall have a limit of not less than $24,000,000 combined
single limit per occurrence for bodily injury, personal injury and property
damage suffered by any person. Said insurance may provide for a
deduction from coverage, which deductible shall not be more than
$1,000,000. Said limits and/or deductible may be adjusted from time to
time. Said insurance may be evidenced by a policy or policies covering
only the Metro System or by endorsement to bring the same within a
blanket policy or policies held by the City covering other properties in
which the City has an interest provided the policy or policies have a
location aggregate provision. The City may satisfy the first $1,000,000 per
occurrence with a self-insurance retention program for public liability
claims. The policy or policies shall name the Participating Agencies as
additional insureds with evidence of same supplied to each. Insurance
premiums, claims payments and claims administration costs shall be
included in the computation of the SSC.

10.2 Substantially Equivalent Coverage.

In the event of a transfer of the Metro System to a nonpublic entity pursuant to
Article 11, coverage substantially equivalent to all the above provisions shall be maintained by
any successor in interest.

XI.  INTERRUPTION OF SERVICE

Should the Metro System services to the Participating Agencies be interrupted as a result
of a major disaster, by operation of federal or state law, or other causes beyond the City’s
control, the Participating Agencies shall continue all payments required under this Agreement
during the period of the interruption.

XIl.  NOTICES REQUIRED UNDER AGREEMENT

The City and each Participating Agency shall give notice when required by this
Agreement. All notices must be in writing and either served personally, or mailed by certified
mail. The notices shall be sent to the officer listed for each party, at the address listed for each
party in Exhibit D in accordance with this Article. If a party wishes to change the officer and/or
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address to which notices are given, the party shall notify all other parties in accordance with this
Article. Upon such notice, as a ministerial matter, the City shall amend Exhibit D to reflect the
changes. The amendment shall be made within thirty (30) days after the change occurs. The City
shall keep an updated version of Exhibit D on file with the City Public Utilities Department. The
City shall provide a copy of the amended Exhibit D to all parties.

XIIl. EFFECTIVE DATE AND EXPIRATION
13.1 Effective Date.

This Agreement shall be effective thirty (30) days after execution by the City and
all of the Participating Agencies, and shall be dated as of the signature date of the last executing

party.
13.2  Expiration.

Subject to the rights and obligations set forth in Section 13.4, this Agreement
shall expire on December 31, 2065. This Agreement is subject to extension by agreement of the
parties. The parties shall commence discussions on an agreement to provide wastewater
treatment services beyond the year 2065 on or before December 31, 2055.

13.3 Contract Capacity Rights Survive Expiration.

The Participating Agencies’ right to obtain wastewater treatment services from
the facilities referred to in, or constructed pursuant to this Agreement shall survive the expiration
of the Agreement. Provided however, upon expiration of this Agreement, the Participating
Agencies shall be required to pay their proportional share based on Flow and Strength of all
Metro System Costs (Capital Improvement Costs and Operation and Maintenance) to maintain
their right to such treatment services. Provided further, that in the event that the Participating
Agencies exercise their rights to treatment upon expiration of this Agreement, the City shall have
the absolute right, without consultation, to manage, operate and expand the Metro System in its
discretion.

13.4 Abandonment.

After December 31, 2065, the City may abandon the Metro System upon delivery
of notice to the Participating Agencies ten (10) years in advance of said abandonment. Upon
notice by the City to abandon the Metro System, the parties shall meet and confer over the nature
and conditions of such abandonment. In the event the parties cannot reach agreement, the matter
shall be submitted to mediation under Article 1X. In the event of abandonment, the City shall
retain ownership of all Metro System assets free of any claim of the Participating Agencies.

XI1V. GENERAL
14.1 Exhibits.

1. This Agreement references Exhibits A through G. Each exhibit is attached
to this Agreement, and is incorporated herein by reference. The exhibits are as follows:
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Exhibit A Metro Facilities;

Exhibit B Contract Capacities;

Exhibit C Allocation of Operating Reserves and Debt Service
Coverage to Participating Agencies;

Exhibit D Notice Listing;

Exhibit E Map of Reclaimed Water Projects;

Exhibit F Pure Water Cost Allocation and Revenues; and

Exhibit G 2050 Flow Projections

14.2  Amendment of Agreement.

Except as provided in this Agreement, and recognizing that certain amendments
are ministerial and preapproved, this Agreement may be amended or supplemented only by a
written agreement between the City and the Participating Agencies stating the parties’ intent to
amend or supplement the Agreement.

14.3 Construction of Agreement.

143.1

14.3.2

Drafting of Agreement

It is acknowledged that the City and the Participating Agencies, with the
assistance of competent counsel, have participated in the drafting of this
Agreement and that any ambiguity should not be construed for or against
the City or any Participating Agency on account of such drafting.

Entire Agreement

The City and each Participating Agency represent, warrant and agree that
no promise or agreement not expressed herein has been made to them, that
this Agreement contains the entire agreement between the parties, that this
Agreement supersedes any and all prior agreements or understandings
between the parties unless otherwise provided herein, and that the terms of
this Agreement are contractual and not a mere recital; that in executing
this Agreement, no party is relying on any statement or representation
made by the other party, or the other party’s representatives concerning
the subject matter, basis or effect of this Agreement other than as set forth
herein; and that each party is relying solely on its own judgement and
knowledge.

14.3.3 Agreement Binding on All

60409.00001\30914102.9
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14.3.4

14.3.5

14.3.6

This Agreement shall be binding upon and shall inure to the benefit of
each of the parties, and each of their respective successors, assigns,
trustees or receivers. All the covenants contained in this Agreement are for
the express benefit of each and all such parties. This Agreement is not
intended to benefit any third parties, and any such third party beneficiaries
are expressly disclaimed.

Severability

14.3.4.1 Should any provision of this Agreement be held invalid or
illegal, such invalidity or illegality shall not invalidate the whole of this
Agreement, but, rather, the Agreement shall be construed as if it did not
contain the invalid or illegal part, and the rights and obligations of the
parties shall be construed and enforced accordingly except to the extent
that enforcement of this Agreement without the invalidated provision
would materially and adversely frustrate either the City’s or a Participating
Agency’s essential objectives set forth in this Agreement.

14.3.4.2 Should a court determine that one or more components of the
allocation of costs set forth in this Agreement places the City or a
Participating Agency in violation of Article XIlIl, Section 6 of the
California Constitution with respect to their ratepayers, such components
shall no longer be of force or effect. In such an event, the City and the
Participating Agencies shall promptly meet to renegotiate the violative
component of the cost allocation to comply with Article XIIlI, Section 6 of
the California Constitution, and use the dispute resolution process in
Article IX of this Agreement if an agreement cannot be reached through
direct negotiation.

Choice of Law

This Agreement shall be construed and enforced pursuant to the laws of
the State of California.

Recognition of San Diego Sanitation District as Successor to Certain
Parties.

The parties hereby acknowledge and agree that the San Diego County
Sanitation District is a Participating Agency under this Agreement as the
successor in interest to the Alpine Sanitation District, East Otay Mesa
Sewer Maintenance District, Lakeside Sanitation District, Spring Valley
Sanitation District, and Winter Gardens Sewer Maintenance District.

14.4 Declarations Re: Agreement.

144.1
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Understanding of Intent and Effect of Agreement
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The parties expressly declare and represent that they have read the
Agreement and that they have consulted with their respective counsel
regarding the meaning of the terms and conditions contained herein. The
parties further expressly declare and represent that they fully understand
the content and effect of this Agreement and they approve and accept the
terms and conditions contained herein, and that this Agreement is
executed freely and voluntarily.

14.4.2 Warranty Regarding Obligation and Authority to Enter Into This
Agreement

Each party represents and warrants that its respective obligations herein
are legal and binding obligations of such party, that each party is fully
authorized to enter into this Agreement, and that the person signing this
Agreement hereinafter for each party has been duly authorized to sign this
Agreement on behalf of said party.

145 Restrictions on Veto of Transfers and Acquisitions of Capacity

Each party understands and agrees that this Agreement governs its
respective rights and responsibilities with respect to the subject matter hereto and specifically
recognizes that with respect to the transfer and acquisition of Contract Capacity (Section 4.2) or
the creation of New Contract Capacity for any Participating Agency (Article VII), no
Participating Agency has a right to veto or prevent the transfer of capacity by and among other
Participating Agencies or with the City, or to veto or prevent the creation or acquisition capacity
for another Participating Agency or Agencies, recognizing that by signing this Agreement each
Participating Agency has expressly preapproved such actions. The sole right of a Participating
Agency to object to any of the foregoing shall be through expression of its opinion to the Metro
Commission and, where applicable, through exercise of its rights under the dispute resolution
provisions of this Agreement.

14.6 Right to Make Other Agreements

Nothing in this Agreement limits or restricts the right of the City or the
Participating Agencies to make separate agreements among themselves without the need to
amend this Agreement, provided that such agreements are consistent with this Agreement.
Nothing in this Agreement or Exhibit F limits or restricts the right of the City or the Participating
Agencies to enter into separate agreements for the purchase or sale of Repurified Water produced
by the Water Repurification System or sharing in City Water Utility PW Costs. Such agreements
shall not affect the cost allocation and Metro System revenues delineated in Exhibit F.

14.7 Limitation of Claims

Notwithstanding any longer statute of limitations in State law, for
purposes of any claims asserted by the City or a Participating Agency for refunds of
overpayments or collection of undercharges arising under this Agreement, the parties agree that
such refunds or collections shall not accrue for more than four years prior to the date that notice
of such claim is received by the City or a Participating Agency. This also applies to any related
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adjustments to each Participating Agency’s share of net Metro System costs or revenues
resulting from the resolution of such claims. The City and the Participating Agencies hereby
waive any applicable statute of limitations available under State law that exceed four years. In
no case shall the limitations period stated in this section begin to accrue until the date that the
annual audit and year-end adjustment from which the claim arises are complete.

14.8 Counterparts

This Agreement may be executed in counterparts. This Agreement shall
become operative as soon as one counterpart hereof has been executed by each party. The
counterparts so executed shall constitute one Agreement notwithstanding that the signatures of
all parties do not appear on the same page.

14.9 No Third Party Beneficiaries

This Agreement is intended to benefit only the parties hereto and no other
person or entity has or shall acquire any rights hereunder. This Agreement does not create any
third party beneficiary rights.

SIGNATURES ON FOLLOWING PAGES
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IN WITNESS WHEREOF, the Parties have executed this Amendment and Restated Regional

Wastewater Disposal Agreement as of the date first set forth above.

CITY OF CHULA VISTA

Approved as to Form:

Name:

Title:

CITY OF CORONADO

Name:

Title:

Approved as to Form:

Name:

Title:

CITY OF DEL MAR

Name:

Title:

Approved as to Form:

Name:

Title:

CITY OF EL CAJON

Name:

Title:

Approved as to Form:

Name:

Title:

CITY OF IMPERIAL BEACH

Name:

Title:

Approved as to Form:

Name:

Title:

CITY OF LA MESA

Name:

Title:

Approved as to Form:

Name:

Title:

LEMON GROVE SANITATION
DISTRICT

Name:

Title:

Approved as to Form:

Name:

Title:

CITY OF NATIONAL CITY

Name:

Title:

Approved as to Form:

Name:

Title:
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Name:

Title:
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OTAY WATER DISTRICT

Approved as to Form:

Name:

Title:

PADRE DAM MUNICIPAL WATER
DISTRICT

Name:

Title:

Approved as to Form:

Name:

Title:

CITY OF POWAY

Name:

Title:

Approved as to Form:

Name:

Title:

CITY OF SAN DIEGO

Name:

Title:

Approved as to Form:

Name:

Title:

SAN DIEGO COUNTY SANITATION
DISTRICT

Name:

Title:

Approved as to Form:

Name:

Title:
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Name:

Title:
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EXHIBIT A
METRO FACILITIES AS OF 6/27/18

Existing Facilities

Pt. Loma Wastewater Treatment Plant

Pt. Loma Ocean Outfall

Pump Station #1

Pump Station #2

South Metro Interceptor

North Metro Interceptor

Metro Force Mains 1 & 2

Digested Sludge Pipeline

North City Water Reclamation Plant

Metro Biosolids Center (NCWR Plant Related Facilities)
North City Tunnel Connector

North City Raw Sludge Pipeline

Centrate Pipeline

Rose Canyon Parallel Trunk Sewer

Second Rose Canyon Trunk Sewer

East Mission Bay Trunk Sewer

Morena Blvd. Interceptor

South Bay Water Reclamation-Plant

Dairy Mart Road & Bridge Rehab

Grove Avenue Pump Station

Grove Avenue Pump Station Sewer Pipeline

South Bay Raw Sludge Pipeline

South Bay Land/Ocean Outfall*

Environmental Monitoring & Technical Services Laboratory
Centrate Treatment Facility at Metropolitan Biosolids Center
Metro Operations Center (Iv10C) Complex (based on annual facilities allocation)

Additional Metro Facilities

Note: The below listed facilities could be required as part of the Metro System for
hydraulic capacity, good engineering practices and/or compliance with applicable law,
rules or regulations, including OPRA, and the continuation of the City's waiver of
applicable treatment standards at the Point Loma Wastewater Treatment Plant
("Waiver").

South Bay Sludge Processing Facility

! The South Bay Land/Ocean Outfall is jointly owned by the International Boundary and Water Commission, U.S.
Section (60.06%) and the City of San Diego (39.94%). The capacity of the City’s portion of the outfall as of the
date of this Agreement is 74 MDG average dry weather flow, of which the Metro System has a capacity right to 69.2
MGD and the City as an exclusive right to 4.8 MGD.

EXHIBIT A
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South Bay Secondary Treatment Plant, Phase | (21 MGD)
South Bay Secondary Sewers, Phase |

Note: These facilities could be required as part of the Metro System for hydraulic
capacity, good engineering practices, compliance with OPRA, and to maintain the City's
Waiver. In the event that hydraulic capacity demands, or the obligations of OPRA (or its
successor) or the terms of the City's Waiver change, these facilities may not be required
or may be modified or supplemented, as appropriate, pursuant to the terms of this

Agreement.
South Bay Secondary Treatment Plant, Phase Il (28 MGD)

South Bay Secondary Sewers, Phase 11

Note: These facilities could be added to the Metro System as part of Phase | of the Pure
Water Program.

Expansion of North City Water Reclamation Plant
Morena Pump Station

EXHIBIT A-2
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EXHIBIT B

CONTRACT CAPACITIES

Annual Average Daily Flow

in

Millions of Gallons Per Day

Original  Additional New Transferred  Total Percent

Contract  Contract  Contract  Contract  Contract of
Metro Acency  Capacity Capacity'  Capacity”  Capacity®  Capacity _ Total
Chula Vista 10.843 1.021 0.000 0.000 20.864 8.182%
Coronado 3.078 0172 0.000 0.000 3.250 1.275%
Del Mar 0.821 0.055 (.000 0.000 0.876 0.344%
East Otay Mesa  0.000 0.000 {1.000 1.000 1.000 0.392%
El Cajon 10.260) 0.655 0.000 0.000 10.915 4.280%
Imperial Beach  3.591 0.164 0.000 (.000 3.755 1.473%
La Mesa 6.464 0.359 0.000 0.170 6.993 2.742%
Lakeside-Alpine  4.586 0.255 0.000 0.000 4.841 1.B08%
Lemon Grove 2.873 0.154 0.000 0.000 3.027 1.187%
National City 7.141 0.346 0.000 0.000 7.487 2.936%
Onay 1.231 0.056 0.000 0.000 1.287 0.505%
Padre Dam 6.382 0.343 0.000 (05007 6225 2.441%
Poway 5130 0.264 0.000 0.500 5.804 2.312%
Spring Valley  10.978 0.545 0.000 (1.170) 10353 4.000%
Wintergardens 1.241 0.068 0.000 0.000 1.309 0.513%

Subiotal  B3.619 4,459 0.000 0.000 REOTE  34.540%

Revised 04-21-2010
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Original  Additional  New Transferred  Total Percent
Contract  Contract  Contract Contract  Contract of

Metro Agency  Capacity Capacity' Capacity”  Capacity’  Capacity  Total

San Diego 156.381 10.541 0.000 0.000 166.922  65.460%

Total 240.000 15.000 0.000 1000 255.000  100.00%

1. Additional Contract Capacity is capacity allocated pursuant to Section 4.3.1 of the Agreement.
2. New Contract Capacity is capacity obtained pursuant to Section 6 of the Agreement.

3. Transferred Contract Capacity is capacity obtained pursuant to Section 4.2 of the Agreement.

EXHIBIT C
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EXHIBIT C

ADMINISTRATIVE PROTOCOL ON ALLOCATION OF OPERATING RESERVES
AND DEBT SERVICE COVERAGE TO PARTICIPATING AGENCIES

EXHIBIT C
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City Manager

City of Chula Vista
276 Fourth Avenue
Chula Vista, CA 91919
Phone: 691-5031

Fax: 585-5612

City Manager

City of Coronado
1825 Strand Way
Coronado, CA 92113
Phone: 522-7335
Fax: 522-7846

City Manager

City of Del Mar

1050 Camino Del Mar
Del Mar, CA 92014
Phone: 755-9313 ext. 25
Fax: 755-2794

City Manager

City of El Cajon

200 Civic Center Way
El Cajon, CA 92020
Phone: 441-1716

Fax: 441-1770

City Manager
City of Imperial Beach

825 Imperial Beach Blvd.
Imperial Beach, CA 91932

Phone: 423-8300 ext. 7
Fax: 429-9770

60409.00001\30914102.9
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NOTICE LISTING

City Manager

City of La Mesa
8130 Allison Avenue
La Mesa, CA 91942
Phone: 667-1101
Fax: 462-7528

City Manager

City of Lemon Grove
3232 Main Street

Lemon Grove, CA 91945
Phone: 464-6934

Fax: 460-3716

City Manager

City of National City
1243 National City Blvd.
National City, CA 91950
Phone: 336-4240

Fax: 336-4327

City Manager

City of Poway

13325 Civic Center Drive
Poway, CA 92064

Phone: 679-4200

Fax: 679-4226

EXHIBIT D

City Manager

City of San Diego
202 “C” Street

San Diego, CA 92101
Phone: 236-5949
Fax: 236-6067

Chief Administrative Officer
County of San Diego

1600 Pacific Highway, Rm. 209
San Diego, CA 92101

Phone: 531-5250

Fax: 557-4060

General Manager

Otay Water District

2554 Sweetwater Springs Blvd.
Spring Valley, CA 91977
Phone: 670-2210

Fax: 670-2258

General Manager

Padre Dam Municipal Water
District

9300 Fanita Pkwy

Santee, CA 92071

Phone: 258-4610

Fax: 258-4794



EXHIBIT E

MAP OF RECLAIMED WATER PROJECTS
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EXHIBIT F

PURE WATER COST ALLOCATION AND REVENUES

EXHIBIT F
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EXHIBIT G

2050 FLOW PROJECTIONS

Column 1 Column 2 Column 3 Column 4 Column 5 Column 6 Column 7 Column 8 Column 9 Column 10
2050 Average Daily | 10 Year Yearly Wet Peak 24 Hour [10 Year Average Wet Weather] Wet Weather Flow Rights (10 Peak 24 Hour Wet
Agency Projected Dry Weather Weather Average Wet Weather Average Daily Flow Non- Year Wet Weather Daily Weather Capacity
Flow % Flows 2050 Daily Flow Flow Metro Capacity Average Flow)

Chula Vista 10.914% 19.580 22.024 44,049] 0.000 22.024 11.465% 44,049 11.183%
Coronado 1.359% 2.438 2.742] 5.485 0.000] 2.742 1.428% 5.485 1.392%j
Del Mar 0.017% 0.030] 0.034 0.069 0.000] 0.034 0.018% 0.069 0.017%|
East Otay Mesa 2.398% 4.302] 4.839 9.678 0.000 4.839 2.519% 9.678 2.457%|
El Cajon 4.233% 7.594 8.542 17.084 0.000] 8.542 4.447% 17.084 4.337%]
Imperial Beach 1.286% 2.307 2.595] 5.190 0.000] 2.595 1.351% 5.190 1.318%]
La Mesa 2.683% 4.813] 5.414] 10.829 0.000 5.414 2.818% 10.829 2.749%|
Lakeside/Alpine 3.751% 6.729 7.570 15.139 6.434 1.135 0.591% 8.705 2.210%|
Lemon Grove 1.274% 2.286 2.571] 5.142 0.000 2.571 1.338% 5.142 1.305%|
National City 2.180% 3.911 4.399 8.798 0.000] 4.399 2.290% 8.798 2.234%j
Otay 0.213% 0.382] 0.430 0.860 0.000] 0.430 0.224% 0.860 0.218%)
Padre Dam 1.386% 2.486| 2.797 5.594 2.377| 0.420 0.218% 3.216| 0.817%]
Poway 1.733% 3.109 3.497 6.994 0.000] 3.497 1.820% 6.994 1.776%)
Spring Valley 4.656% 8.353] 9.396 18.792 0.000] 9.396 4.891% 18.792 4.771%)
Wintergardens 0.515% 0.924 1.039 2.079 0.883] 0.156 0.081% 1.195 0.303%]
San Diego 61.402% 110.155 123.909 247.818 0.000] 123.909 64.501% 247.818 62.913%
Total 100.00%, 179.4 201.8 .Sw.m_ 9.6948756] 192.1049304 100% 393.9 100%)

EXHIBIT G
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60409.00008B084+939-30914102.9



AMENDED AND RESTATED
REGIONAL WASTEWATER DISPOSAL AGREEMENT

TABLE OF CONTENTS

Page
l. DEFINITIONS 2
I OWNERSHIP AND OPERATION OF THE METRO SYSTEM 46
1. PAYMENT AND MONITORING PROVISIONS 811
V. CAPACITY RIGHTS 914
V. SYSTEM OF CHARGES 1015
VI. PLANNING 1420
VIl.  FACILITIES SOLELY FOR NEW CONTRACT CAPACITY 1420
Vill. THE METRO COMMISSION 1623
IX. DISPUTE RESOLUTION 1723
X. INSURANCE AND INDEMNITY 1824
XI. INTERRUPTION OF SERVICE 1925
XIl.  NOTICES REQUIRED UNDER AGREEMENT 1925
Xlll. EFFECTIVE DATE AND TERMINATION 1926
XIV. GENERAL 2026
Exhibits
A. Metro Facilities
B. Contract Capacities

C. Existing-Capacity-Charge—ListiAdlocation of Operating Reserves and Debt Service

Coverage to Participating Agencies

Notice Listing
Reclaimed Water Distribution System

Pure Water Cost Allocation and Revenues

| M m O

2050 Flow Projections

60409.00008B684+939-30914102.9



AMENDED AND RESTATED REGIONAL WASTEWATER DISPOSAL
AGREEMENT

THIS AMENDED AND RESTATED REGIONAL WASTEWATER DISPOSAL
AGREEMENT is made and entered into this day o 1998018 by
and between the CITY OF SAN DIEGO, a municipal cogpion (“the City”); and the CITY
OF CHULA VISTA, a municipal corporation; the CITY FOCORONADO, a municipal
corporation; the CITY OF DEL MAR, a municipal comation; the CITY OF EL CAJON, a
municipal corporation; the CITY OF IMPERIAL BEACH, municipal corporation; the CITY
OF LA MESA, a municipal corporation; the LEMON GREVSANITATION DISTRICT, a
political subdivision of the State of Californidhet CITY OF NATIONAL CITY, a municipal
corporatlon the CITY OF POWAY a mun|C|paI corptlma theWINIER—GARDEN—S

ltieal subdivic » ' California: the_ OTAY
WATER DISTRICT, a polltlcal subdivision of the Sgabf California;andthe PADRE DAM

MUNICIPAL WATER DISTRICT, a political subdivision fothe State of Californiaand the
SAN DIEGO COUNTY SANITATION DISTRICT, a political subdivision of the State of
California (the “Participating Agencies”).

RECITALS

WHEREAS, the City and the ParticipatingAgencies(or their predecessorm interest)
enteredinto that certain Regional\WastewaterDisposalAgreementdatedMay 18, 1998 (the
“1998 Agreement”), which provided, among other disinfor certain contract rights to capacity
in_the Metropolitan SewerageSystem, a systemof wastewaterconveyance treatment,and
disposal facilities (“Metro System”) and the esibhent of a mechanism to fund the planning,
design, construction,operation,and maintenanceof the Metro Systemby the City and the
Participating Agencies; and

WHEREAS, the purposes dhisthe 1998 Agreementarevere (1) to replace the
existingprior-existing sewage disposal agreements between the City amdP#rticipating
Agencies; (2) to provide certain contract rights to capacity the Metro System to the
Participating Agencieg3) to establish a mechanism to fund the planniegjgh, construction,

60409.00008084+939-30914102.9 -1-



operation and maintenance of the Metro System &yQity and the Participating Agencies as
necessary to provide hydraulic capacity, and to ptpwith applicable law and with generally
accepted engineering practices; gddl to establish a system of charges which allocttes
costs of the planning, design and constructionuchshew wastewater conveyance, treatment
and disposal facilties as are necessary solelprwvide for new capacity on a fair and
equitable basisand

WHEREAS, on April 29, 2014 the San Diego City Council gave its approval and
support for the Pure Water San Diego program bytolo of Resolution No. R-308906. The
Resolutionapprovedand supportedhe City's efforts to developanimplementationstrategyto
offload wastewater flow from the Point Loma Wastewater Treatment Plant through
implementationof potable reuse,resulting in effluent dischargedto the Pacific Oceanbeing
equivalentto what would be achievedby upgradingthe Point Loma WastewaterTreatment
Plant to a secondary treatment plant (secondarivadgocy); and

WHEREAS, the City is implementing a phased, multi-year program designed to
regionally produceat least83 million gallonsper day of safe,reliable potablewater using new,
expanded, or modified facilities, some of whichlwitlude Metro System facilities, in order to
achieve secondary equivalency at the Point LomatéMeader Treatment Plant; and

WHEREAS, the Pure Water Programwill not only benefit the City by producing
repurified water, but also the Participating Agescand their wastewater customers, especially
if secondaryequivalencyis recognizedthrough federal legislation amendingthe Clean Water
Act. Specifically, implementation of the Pure WaRmogram will reduce wastewater discharges
to the Point Loma WastewaterTreatmentPlant, part of the Metro Systemwhere a large
portion of the Participating Agencies’ wastewateris currently treated and disposed by
discharging it into the Pacific Ocean. By diverting wastewaterfrom the Point Loma
WastewaterTreatmentPlant and reducingthe effluent dischargednto the Pacific Ocean,the
City and the Participating Agencieswill potentially avoid bilions of dollars in_unnecessary
capital, financing, energy, and operatingcoststo upgradethe Point Loma plant to secondary
treatmentat full capacity. Avoiding suchcostswould resultin significant savingsfor regional
wastewater customers; and

WHEREAS, the Padre Dam Municipal Water District, San Diego County Sanitation
District, and the City of El Cajon have proposeda programto produceup to 15 million
gallons per day of safe, reliable potable water for East San Diego County using wastewater
that would otherwise be disposed of in the Metrst&w (“East County AWP Program”). By
offloading wastewaterand wastewatercontentsfrom the Point Loma WastewaterTreatment
Plant, the East County AWP Programwould, if implemented,help the City’'s and region’s
efforts to achievelong-term compliancewith the Clean Water Act by producing a regional
annualaverageof at least 83 million gallons per day of water suitablefor potablereuseby
December31, 2035, asdescribedn the CooperativeAgreementin Supportof Pure Water San
Diego entered into by the City and certain envirental stakeholders on December 9, 2014.
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WHEREAS, Section XIV, subsectionB, of the 1998 Agreementprovided that the

Parties may amend the Agreement by a written agreementbetween the City and all

Participating Agencies stating the parties’ intemtamend the Agreement; and

WHEREAS, in orderto comprehensivelyand equitablyaddresghe costsand revenues

associatedwith the Pure Water Program and the related construction, expansion,and/or

modification of Metro System facilities, the Citnda Participating Agencies wish to amend and

restate the Regional Wastewater Disposal Agreeaemrovided herein.

THEREFORE, in consideration of the mutual promises forth herein, the City and
the Participating Agencies agree as follows:

l. DEFINITIONS

A.

|@

Ig)

1S

|m

|m

@

| T

Annual Average Daily Flow is the number, in milions of gallons of wastewate
per day (“MGD”), calculated by dividing total Floan a fiscal year basis by 365
days.

Brine is a waste byproduct of the demineralizationprocessat an upstream
Water Repurification System facility or a Reclaim@ter facility.

Capital Expense Rate is the cost per acre foot that will apply if the Metro
System’s Capital Improvement Costs for the Pure Water Program and/or
upgradingof the Point Loma WTP to secondaryreatmentexceed$1.8 billion,
as further described in Exhibit F.

B—Capital Improvement Costsare costs associated with the planning, design,
financing, construction, or reconstruction of fiiess.

S-Chemical Oxygen Demand or “COD” means the measure of the chemically
decomposable material in wastewater, as deterntigetie procedures specified
in the most current edition of “Standard Methodstfte Examination for Water
and Wastewater,” or any successor publication wiestablishes the industry
standard.

City Water Utility PW Costs are those Pure Water Program costs allocated to
the City's water utility and therefore excludedas Metro Systemcosts under
Exhibit F.

B—Contract Capacity is the contractual right possessed by each Ratiog
Agency to discharge wastewater into the Metro Systeursuant to this
Agreement up to the limit set forth in Exhibit Btathed hereto. Contract
Capacity is stated in terms of Annual Average DEaliyw.

E—Flow is the amount of wastewater discharged by the @iy each
Participating Agency.

E—Functional-Design Methodology shall mean the process of allocating

-3-
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Operation and Maintenance Costs and Capital Impnew Costs to Flow and
Strength parameters recognizing the benefits df blo¢ design criteria and the
primary function of a unit process.

J. Metro Commission is the advisory body created under Section VIII.

K. G-Metro System Costsare those costs set forth in Sectiéf-15.2.1

L. H-—-Metro System Revenuesire those revenues set forth in Sectioi-25.2.2

M.  +-Metropolitan Sewerage System or Metro Systershall mean and consist of
those facilities and contract rights to facilitiekich are shown and/or described
in Exhibit A attached hereto and incorporated hg tleference, including any
amendments thereto authorized by this Agreement.

N. J-Municipal System shall mean the City’'s wastewater collection systetmch
consists of pipelines and pump stations, that csllevastewater within the City
of San Diego and conveys it to the Metropolitan &age System for treatment
and disposal.

0. K—New Capacity is the capacity to discharge wastewater outsige Mietro
System, above the Contract Capacity set forth ilitxB attached hereto.

P. L—New Contract Capacity is the capacity to discharge wastewater into the

Metro System, above the Contract Capacity set fartfexhibit B attached
hereto.

Q. M—North City Water Reclamation Plant or North City WRP is the 30
million gallons per day (as of the date of this égment) wastewater treatment
facility locatedat 4949 EastgateMall in SanDiego, which includes four major
processes: primary treatment, secondary treatmemtiary treatment, and
disinfection.

|

N—Operation and Maintenance Costsare the costs of those items and
activities required by sound engineering and mamagé practices to keep the
conveyance, disposal, treatment, and reuse fesilftinctioning in accordance
with all applicable laws, rules, and regulations.

|»

O-Point Loma Wastewater Treatment Plantor Point Loma WTP is the 240

million gallons per day (as of the date of this égment) advanced primary
treatment plant which includes four major processeseening, grit removal,

sedimentation, and digestion.

|-

Pure Water Program is the City’'s phased,multi-year program designedto
produce at least 83 million gallons per day of Repurified Water using new,
expanded,or modified facilities, some of which will include Metro System
facilities.
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P-Reclaimed Water (or Recycled Water)shall have the definition set forth in
Title 22, Division 4 of the California Code of Rdgtions and shall mean water
which, as a result of treatment of wastewateruitable for a direct beneficial
use or a controlled use that otherwise could natioc

|<

©-—Reclaimed Water (or Recycled Water) Distribution Sgtem shall mean

and consist of those eight (8) reclaimed watergquatsj listed in Attachment B of
the Stipulated Final Order for Injunctive Reliefpapved by the U.S. District
Court on June 6, 1997 id.SA. v. City of San Diego, Case No. 88-1101-B,
and attached hereto as Exhibit E.

=

R-Repurified Water shall mean water which, as a result of advanceatirent
of Reclaimed Water, is suitable for use as a soofcdomestic (or potable)
water supply.

|

Repurified Water Revenueis the cost savingsthat will be realizedwhen the
City water utility’s annualcostsper-acrefoot for Repurified Water are lessthan
the purchasecosts per-acrefoot for comparablewater from the San Diego
County Water Authority, as further described in iBKHF.

|<

S-—Return Flow shall mean the effluent created by the dewateningigested
biosolids, which includes centrate.

F—Reuseshall mean to use again, such as water which @éas tkeclaimed or
repurified, or sludge that has been converted agdiids for beneficial use.

3

U—-South Bay Land/Ocean Outfallis the facility that is jointly owned by the
International Boundary & Water Commission (U.S. t®ecIBWC) and the City

of San Diego. The Outfall is planned to convey digtharge treated effluent
from the IBWC'’s International Wastewater TreatmPlant and treated effluent
from the City's South Bay Water Reclamation Plamtd athe South Bay

Secondary Treatment Plant. As of the date of tlygseAment, the Outfall has a
current Average Dally Flow Capacity of 174 milli@allons per day. As of the
date of this Agreement, the City owns 39.94% ofc¢hpacity of the Outfall and
the balance of the capacity is owned by the IBWC.

BB. South Bay Water Reclamation Plant is the 15 million gallonsper day (as of
the date of this Agreement)wastewatetreatmentfacility locatedat 2411 Dairy
Mart Road in San Diego, which includes four major processes:primary
treatment, secondary treatment, tertiary treatmaamd, disinfection.

CC. M—Strength means the measurement of Suspended Solids (SSClaemical
Oxygen Demand (COD) within the wastewater Flow angl other measurement
required by law after the date of this Agreement.

DD. W-“Suspended Solids or “SS- means the insoluble solid matter in wastewater
that is separable by laboratory filtration, as deteed by the procedures

-5-
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specified in the most current edition of “Standddthods for the Examination
of Water and Wastewater,” or any successor puldicavhich establishes the
industry standard.

EE. X—Tertiary Component is that portion of the wastewater treatment preces
that currently filters the secondary treated waateweffluent through fine sand
and/or anthracite coal to remove fine SuspendetisSahd disinfects it to meet
the requirements of the California Administrativede, Title 22, or its successor
for filtered and disinfected wastewater.

FE.  Water Repurification Systemshall meanany facilities, including treatmentand

conveyancdacilities, the purposeof which is the productionor conveyanceof
Repurified Water. Water RepurificationSystemincludes,but is not limited to:
the Tertiary Componentof the North City Water ReclamationPlant to the
extent being used to produce Repurified Water Nbgh City Advanced Water
Purification Facility to be locatedacrossthe streetfrom the North City Water
Reclamation Plant (“North City AWP Facility”); the Repurified Water
conveyancesystem,which will transportRepurified Water from the North City
AWP Facility and/or other facilities to the Miramar Reservoir or other
alternative location(s) as determined by the Gityd any other Repurified Water
treatment or conveyance facilities which are parthe Pure Water Program.

GG. Wet Weather Flow is Flow entering the Metro System during rainy thea

Peak 24-Hour Wet Weather Flow is the highest measured Wet Weather Flow
occurring in a 24 hour period during a fiscal year.

Wet Weather Flow Rights are the estimated amounts of Wet Weather Flow,
stated in millions of gallons per day (MGD), thhetCity and each Participating
Agency are projected to have in the 2050 fiscat.yé&let Weather Flow Rights
are the 10-year average of Wet Weather Flow fol02@5d are calculated by
dividing total estimated annual Wet Weather Flow36p days. Wet Weather
Flow Rights are stated in Column 7 of Exhibit G.

Il. OWNERSHIP AND OPERATION OF THE METRO SYSTEM

2.1  A-Rights of the Parties

The City is the owner of the Metro System, and mf additions to the Metro
System or other facilities constructed pursuantht® Agreement. All decisions with respect to
the planning, design, construction, operation amshtenance of the Metro System shall rest

-6-
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with the City, in consultation with the Metro Conssion. The Participating Agencies shall
have a contractual right to use the Metro Systethtarparticipate in its operation as set forth
in this Agreement. Subject to the terms of this eggnent, and in conformance with all
applicable laws, the City may transfer ownershipabfor part of the Metro System at any
time. In the event of a transfer, the City’'s susoesshall be bound by the terms of this
Agreement. Subject to the terms of this Agreemany, Participating Agency may transfer or
assign its rights and obligations under this Agrestm Any transfer shall first be approved by
the City. No transfer may occur if the Citgasonablydetermines, after consultation with the
Participating Agencies involved, that the proposehsfer will imbalance, or will otherwise
adversely impact the City's ability to operate t¥etro System.

2.2 B-Metro System Services

2.2.1 1-The City shall provide wastewater conveyance, meat and disposal
services to the Participating Agencies through Netro System, under
the terms set forth in this Agreement.

2.2.

N

2—The City shall operate the Metro System in an iefiic and
economical manner, maintaining it in good repan &orking order, all
in accordance with recognized sound engineering arahagement
practices.

N

2.

w

3-The City shall convey, treat, and dispose of orseeall wastewater
received under this Agreement in such a mannei aniply with all
applicable laws, rules and regulations.

2.3 C-Flow Commitment

2.3.1 1 -Absent agreement of the parties, all Flow from tharticipating
Agencies and the City, up to the capacity limits feeth in Exhibit B or
any amendments thereto, shall remain in the Meysiet.

N
N

2—This Agreement shall not preclude any Participatkgency from
diverting Flow from the Metro System as a resultled construction of
reclamation facilities or New Capacity outside lo¢ tMetro System.

N
w

3-Any Participating Agency may negotiate an agreemétit the City to
withdraw all Flow from the Metro System, which atmimum requires
the Agency to pay its proportionate share of Capm@rovement Costs.

If a Participating Agency entersinto an agreementwith the City by
December31, 2019, to withdraw all Flow from the Metro Systemby
Januaryl, 2035, such Participating Agency shall not pay Pure Water
Program Capital Improvement Costs except for Phasel (as defined
below in Section 2.8).

2.4 B-Funding Obligations
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Nothing in this Section or in this Agreement sluddligate the City to make any
payment for the acquisition, construction, maintesaor operation of the Metro System from
moneys derived from taxes or from any income angmee of the City other than moneys in
or sewer revenues which go into the Sewer Revemunel For the Metro System and from
construction funds derived from the sale of suckeserevenue bonds for the Metro System as
are duly authorized. Nothing in thisntracAgreementshall be construed to obligate the City
to pay from its annual income and revenues any simch would create an indebtedness,
obligation or liability within the meaning of theqvisions of Section 18 of Article XVI of the
Constitution of the State of California. Nothingthis Section, however, or in this Agreement
shall prevent the City, in its discretion, fromngsitax revenues or any other available revenues
or funds of the City for any purpose for which @@y is empowered to expend moneys under
this Agreement. Nothing herein shall relieve they @om its obligations to fund and carry out
this Agreement. Nothing in this Section or in thigreement shall obligate any Participating
Agency to make any payment which would create drbtedness, obligation or liability within
the meaning of the provisions of Section 18 of detiXVI of the Constitution of the State of
California, or which is not authorized by law.

2.5 E-Financial Statements

2.5.1 1-The City shall keep appropriate records and acsoahtll costs and
expenses relating to conveyance, treatment, dispesal reuse of
wastewater, angroduction of Repurified Water, and the acquisition,
planning, design, construction, administration, nwying, operation and
maintenance of the Metro Systeamd Water Repurification System, and
any grants, loans, or other revenuesreceivedtherefor. The City shall
keep such recordsand accountsfor at leastfour (4) years,or for any
longer period required by law or outside fundingirees.

N
N

2-Said records and accounts shall be subject to mahinspection by
any authorized representative of any Participafiggncy at its expense.
Further, said accounts and recosiwll be audited annually by an
independent certified public accounting firm appet by the City
pursuant to generally accepted accounting prinipléd copy of said
report shall be available to any Participating Agen As part of said
audit, the actualamountof City Water Utility's PW Costs,Pure Water
Program costs attributable to the Metro System, Repurified Water
Revenue,and the Capital ExpenseRate shall be determinedand audited
by the City’'s externalauditorsand ParticipatingAgency representatives,
and a cumulativeand annualsummaryof suchamountsshall be included
as a footnote or attachmentto the audit of the Metro System. Cost
summaries shall include separate lines for Capitptovement Costs and
Operation and Maintenance Costs.

2.5.3 The City shall make a good faith effort to compldte annual audit, and
any related adjustmentsunder this Agreement, by the end of the
following fiscal year.
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2.6 F-Limitations on Types and Condition of Wastewater

2.6.1 i1-Each Participating Agency will comply with all amalble laws, rules
and regulations including its regulatory obligatoassociated with the
discharge of wastewater into its respective systathfrom such system
into the Metro System.

N
N

2—Each Participating Agency will minimize to the nmaxm extent
practicable, the infiltration and inflow of surfaaground or stormwaters
into its respective wastewater systems.

N
w

3—-Each Participating Agency will insure that all istiual users of its

wastewater system are regulated by an effectivasindl pretreatment

program that conforms to all to all applicable lawdes and regulations
and that is acceptable to the City. Provided, h@wethat the City shall
not require the Participating Agencies to take antions beyond that
which is required under applicable laws, rules segllations that can be
taken but are not being taken by the City.

N
~

4-The City and the Participating Agencies agree tiathing in this
Agreement, including the termination of the exgtisewage disposal
agreements, shall affect the validity of the Intesdictional Pretreatment
Agreements, or the separate transportation agrdertigat are currently
in effect between or among the City and the Padiang Agencies.

N
(6]

5-Each Participating Agency will not discharge a saibsal amount of
sewage originating outside its respective boundando the Metro
System without the approval of the City.

N
(o))

6-Each Participating Agency shall be responsibletifier violation of any
applicable laws, rules or regulations associateth wis respective
discharge of wastewater into the Metro SystenNothing in this
Agreementshall affect the ability of any Participating Agency to hold
third parties responsible for such violations.

N
~

7—In the event a regulatory agency imposes any peoaltakes other
enforcement action relating to the conveyance trireat, and disposaler
reuse-of wastewater in or from the Metro System, the Cstyall
determine whetheif the City or a Participating Agency or Agencies
caused or contributed ®ich-penalty-er-enfercement-actithes violation
by exceeding its Contract Capacity or by the cadsten its wastewater
The City shall allocate the penalty or other relia€luding the costs of
defense, to the party or parties responsible. Hasponsible party,
whether a Participating Agency or the City, shalldbligated to pay its
share of such penalty or other relief, and anysaostdefense. In the
event that the City cannot make such an allocatiba, cost of such

-9-
60409.000080847939-80914102.9



penalty or other relief shall be shared by the i€lpating Agencies and
the City proportionately based on Flow and Strength

2.7 G-Right of First Refusal

2.7.1 1-The City shall not sell or agree to sell the MeBystem without first
offering it to the Participating Agencies. For gharposes of this section,
“Participating Agencies” shall mean a Participatidgency, a group of
Participating Agencies, or a third party represgntione or more
Participating Agencies. The term “sell” shall iradu any transfer or
conveyance of the Metro System or of any individtrgatment or
reclamation facility or outfall within the Metro Sem.

N
\I
N

2-The City and the Participating Agencies recogniaat ttransfer of

ownership of the Metro System is currently restdcby Sections 6.04
and 6.20 of the Installment Purchase Agreement detwhe City and

the Public Facilties Financing Authority of thety;i which inter alia

restricts the transfer of ownership to the Metrapol Wastewater

Sewage District or other governmental agency wiprseary purpose is

to provide wastewater treatment. The City shall seek to impose on
bond holders a waiver of Section 6.04 or 6.20. Abseich a restriction,
before the City sells or agrees to sell the Metyst&n, or any portion
of it, the City shall offer to sell the Metro Systeto the Participating

Agencies (“the Offer”) on the terms and at a priegual to that

proposed for the sale of the Metro System to adtlparty. The

Participating Agencies shall have thirty days froeceipt of the Offer

(“the Intent to Respond Period”) in which to notifige City of their

intent to respond to the Offer. The Participathkgencies shall have five
months from the expiration of the Intent to Resp&=dtiod in which to

accept or reject the Offer. The Offer shall camtéhe name of the
proposed purchaser, the proposed sale price, thes tef payment, the
required deposit, the time and place for the clok@&scrow, and any
other material terms and conditions on which thde sa to be

consummated.

N
\I
w

3-If the Participating Agencies give timely notice tifeir intent to
respond and timely notice of their acceptance ef@iffer, then the City
shall be obligated to sell and the Participatingeades shall be obligated
to purchase the Metro System or any individualttneat or reclamation
facility or outfall within the Metro System, as dippble, at the price and
on the terms and conditions of the Offer. If thertleipating Agencies
do not give timely notice of their intent to respoor their acceptance of
the Offer, or do not submit an offer on the samenseand conditions as
the Offer, the City may, following the end of thdféd period, sell the
Metro System, or any portion of it, at a price aod terms and
conditions no less favorable to the City than thinsthe Offer. The City
shall not sell the Metro System to any third partyterms or at a price
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less favorable to the City from the terms and pcoatained in the Offer
absent compliance with the terms of this Section.

N
\I
~

4-Nothing herein shall prevent the City from enteringp a financing
agreement which may impose limits on the City's powo sell the
Metro System to the Participating Agencies pursuamt Section
H22.7.1 if the City reasonablybelieves that such a financing agreement
is in the City's best interest. Neither the entmyoi such a financing
agreement by the City nor the performance thergothe City shall
constitute a breach or default by the City hereunde

2.8  Pure Water San Diego Program.

Each new, expanded, or modified Metro System faatihich is used in relation
to the productionof Repurified Water (in_addition to the modification and expansionof the
North City Water ReclamationFacility) shall be governedby this Agreementand Exhibit F,
attached hereto and incorporated herein.

2.9  Future Negotiations and Cooperation.

2.9.1 This Agreementand Exhibit F specifically contemplatePhasel of the
Pure Water Program, which consistsof new, expanded,or modified
Metro System facilities and Water Repurification System facilities
designedto produceonly up to 30 million gallonsper day of Repurified
Water (“Phasel”). During the planning processfor later phasesof the
Pure Water Program,the partiesshall meetand negotiatein good faith
regardingone or more amendment$o this Agreementor its Exhibits to
address:

2.9.1.1The allocation of specific Pure Water Program costs between
City’s water utility and the Metro System for suaker phases;

2.9.1.2Whether,and to what extent, certain Metro Systemcostsshould
be chargedbasedon volume capacityrights, Strength capacity
rights, Peak 24-Hour Wet Weather Flow, and/or ofhetors;

2.9.1.3The exclusion of costs related to the industrial discharges
inspection and monitoring program within San Diego under
Section 5.2.1.2.3 of the Agreement; and

2.9.1.4The handling of wastegeneratedat United Statesmilitary bases
under this Agreement.

If suchnegotiationsdo not resultin an amendmento this Agreementor
its Exhibits concerningthesesubjects,this Agreementshall remainin full
force and effect as set forth herein. Further,if the City proceedswith a
later phaseof the Pure Water Programas authorizedunder Section2.1

-11-
60409.00008B084+939-30914102.9



of this Agreement,andthe Partieshavenot yet amendedhis Agreement
or Exhibit F to specifically addresssuch costs by the time they are
incurred, all costslisted in Sectionl of Exhibit F shall nonethelesde
excluded as Metro System costs under this Agreement

2.9.2 The City and the Participating Agencies slcalbperate and coordinate in
good faith with the Padre Dam Municipal Water District, San Diego
County SanitationDistrict, and City of El Cajonon issuesthat relateto
the East County AWP Program, including, but noitéoh to, the transfer
of the Mission Gorge Pump Station; disposalof residuals;and a source
control program.

H—11. PAYMENT AND MONITORING PROVISIONS

3.1 A-—Payment for Metro System Facilities

Through the system of charges set fortlsaetiomrticle V of this Agreement,
each Participating Agency shall pay its share ef¢bsts of planning, design and construction
of all of the Metro System facilties which are mified in Exhibit A hereto, which is
incorporated herein by reference.

3.2 B-—Payment for Additional Metro System Facilities

Through the system of charges set fortleaxtiorrticle V of this Agreement,
each Participating Agency shall pay its share efdbsts of acquisition, or planning, design and
construction of such facilities in addition to tlkoset forth on Exhibit A as are necessary for
the Metro System to maintain compliance with aplie laws, rules and regulations, including
the Ocean Pollution Reduction Act of 1994 and utscessor(s), present and future waivers of
applicable treatment standards at any Metro Systeatment facility, and all facilities as are
necessary to convey, treat, dispose, and reuseweastr in the Metro System to provide the
Contract Capacity set forth in Exhibit B, to maintdnydraulic capacity and as otherwise
required by sound engineering principles. As a stemial matter, the City shall amend Exhibit
A from time to time to reflect such additional fa@s and shall give notice of any amendments
to the Participating Agencies. The City shall keepupdated version of Exhibit A on file with
the City ElerkPublic Utilities Department Exhibit A may be amended to reflect other changes
to the Metro System only as expressly providecis Agreement.

3.3 C-Payment for Operation and Maintenance

Through the system of charges set fortlsaetiomrticle V of this Agreement,
each Participating Agency shall pay its share ef @peration and Maintenance Costs of all
Metro System facilitiesProvidedhoweverthat The Participating Agencies shall not pay for

the Operation and Maintenance Costs théTertiaryComponentofthe North-Water
RepurificationSystem,which are City WaterReclamationPlantthat canbe-allocatedselelyto
theproduction-of Repurified-Waldtility PW Costs
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3.4 B-Charges Based on Flow and Strendikception

3.4.1 Except as otherwise describedin this Section 3.4, a Participating
Agency’s share of the charges in tBisctierArticle 11l shall be assessed
pursuant to Sectioffrticle V of this Agreement based on its
proportionate Flow in the Metro System and the r&jtle of its
wastewater.

3.4.2 Notwithstandingsection3.4.1, or any other provision of this Agreement,
a Participating Agency’'s share of Pure Water Program Capital
Improvement Costs and Pure Water Program reveritrdsutable to the
Metro SystemunderExhibit F shall be assessedr creditedbasedon the
parties’ proportionateshareof Wet WeatherFlow Rights. Wet Weather
Flow Rights are basedon projectionsof eachparty’s 10-yearaverageof
Wet WeatherFlow in the year 2050 as set forth in Column 7 of Exhibit
G, which is attachedhereto and incorporatedherein. The City shall
annually allocate the estimatedand actual Pure Water ProgramCapital
Improvement Costs and revenueswhich are attributableto the Metro
System under Exhibit F in proportion to each party’'s share of Wet
Weather Flow Rights (Column 8 of Exhibit G) whenireating quarterly
payments and conducting year-end adjustments ukdiete V.

3.4.3 Each party recognizesthat operation within respective Wet Weather
Flow Rightsis essentiato the accurateallocationof costsand revenues
under the Pure Water Program. In recognition afesahe parties agree
as follows:

3.4.3.1Beginning in the next fiscal year after the effective date of this
Agreement if any party’s Annual Average Daily Flow excedtis
Wet Weather Flow Rights for any two (2) consecutivefiscal
years, the City shall preparean amendmentto Exhibit G that
adjusts projections of each party’'s 10-year average of Wet
WeatherFlow in 2050 basedon information about such party’s
exceedancend other relevantinformation. Upon approvalby a
majority of the Metro Commissionthe City shall, asa ministerial
matter, amend the Wet Weather Flow Rights in Column 7 of
Exhibit G (and the percentagesn Column 8 of Exhibit G) to
reflect the new projectionsof 10-yearaverageof Wet Weather
Flow. The City shall keep an updatedversionof Exhibit G on
file with the City Public Utilities Department. If the City andthe
Metro Commissioncannotagreeon an amendmento Exhibit G,
the matter shall be submittedto dispute resolution pursuantto
Article IX.
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3.4.3.2Notwithstandingthe amountsset forth in Column7 of Exhibit G,
the following partieswill have the following Wet WeatherFlow
Rights until July 1, 2025:

3.4.3.2.1 Padre Dam: 2.797 MGD

3.4.3.2.2 San Diego County Sanitation District: 22.844
MGD

3.4.3.2.3 El Cajon: 8.542 MGD

3.4.3.3If Exhibit G is amendedto update one or more parties’ Wet
WeatherFlow Rights, the changein Wet WeatherFlow Rights
shall be retroactivein effect, and the City shall use the updated
amountsin estimating quarterly paymentsand conducting year-
end adjustmentsfor Pure Water Programcosts and revenues.
Therefore, any party that underpaid based on previous Wet
WeatherFlow Rights (which were basedon prior projectionsof
2050 Flow) shall pay the retroactiveamountdue in its quarterly
paymentsthe following fiscal year; any party that overpaidbased
on previous Wet Weather Flow Rights shall receivaeadit in its
quarterly payments the following fiscal year. Nahstanding the
preceding sentence, if the retroactive amount dgeesls 20% of
a party’s average annual Metro System paymentgh®previous
four (4) years, such party may elect to pay theoesttive amount
due in its quarterlypaymentsover the subsequenfour (4) fiscal
years; any party that overpaid basedon previous Wet Weather
Flow Rights shall receivea credit in its quarterly paymentsthe
following four (4) fiscal years.

3.5 E-Monitoring Flow and Strength

3.5.1 1-The City shall monitor wastewater that is dischdrggo the Metro
System for Flow and Strength. The City shall owd aperate as part of
the Metro System monitoring devices which will maasthe amount of
daily wastewater discharged into the Metro Syst&hese devices shall
be installed at locations appropriate to accurateynitor Flow and
Strength. The City may also monitor wastewater Fwd Strength at
other locations as it deems appropriate.

w
(62
N

2-In measuring Strength, the frequency and naturé¢hefmonitoring
shall not be more stringent for the ParticipatingeAcies than it is for
the City.

w
(62
w

3-The City shall at leastonceeveryfive (5) years,updateand provide
its plans for the monitoring system and for thecgdures it will use to
determine Strength to the Participating Agendies The Participating
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Agencies shall have the opportunity to review and comment prior to
implementation.

3.5.4 4-The City shall report Flow and Strength data to Bweaticipating
Agencies at least quarterly.

V. CAPACITY RIGHTS

4.1  A-—Contract Capacity

In consideration of the obligations in this Agreemnesach Participating Agency
shall have a contractual right to discharge wadtewi@ the Metro System up to the Contract
Capacity set forth in Exhibit B.The Wet WeatherFlow Rights statedin Exhibit G, which are
usedsolely for the purposeof allocating Pure Water Programcostsand revenuesattributable
to the Metro Systemunderthis Agreement,do not replaceor limit ContractCapacity. Each
party’s Contract Capacity takes into account Wetiler Flow.

4.2 B-Transfers of Contract Capacity

The Participating Agencies and the City may bull, meexchange all or part of
their Contract Capacity among themselves on sughstas they may agree upon. The City
shall be notified prior to any transfer. Any trarskhall be first approved by the City. No
Contract Capacity may be transferred if the Cityedmines, after consultation with the
Participating Agencies involved in the transactitimat said transfer will unbalance, or will
otherwise adversely impact the City's ability toeogte the Metro System. Provided, however,
that the Participating Agency seeking the transfay offer to cure such imbalance at its own
expense. Following the City’'s consent, as a minatenatter, the Contract Capacity set forth
in Exhibit B shall be adjusted to reflect the apma transfer.

4.3  C-Allocation of Additional Capacity

The parties recognize that the City’s applicablemits for the Metro System
may be modified to create capacity in the Metrot&ysbeyond that set forth in Exhibit B as a
result of the construction of additional facilities as a result of regulatory action. This
additional capacity shall be allocated as follows:

4.3.1 1-Except as provided isubsection2section4.3.2 below, in the event
that the Metro System is rerated so that additipeamitted capacity is
created, said capacity shall be allocated propuatey based upon the
Metro System charges that have been paid sincelJul995 to the date
of rerating.

4.3.2 2-In the event that the additional permitted capamstgreated as the
result of the construction of non-Metro Systemlifzes, or as the result
of the construction of facilities pursuant teectiofArticle VII, such
additional capacity shall be allocated proportiehyatbased on the
payments made to plan, design and construct sudhida.
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4.4  D-Deductions in Contract Capacity

The parties further recognize that the ContractaCiyp in Exhibit B and Wet
Weather Flow Rights in Exhibit G may be modified to comply with, or in response to,
applicable permit conditions, or related regulatagfion, or sound engineering principles. In
the event that the capacity of the Metro Systemeiated to a level below the total capacity
set forth in Exhibit B, the Contract Capacity inHibit B and Wet WeatherFlow Rightsin
Exhibit G shall be reallocated proportionately pending tbqugition or construction of new
facilities. The City shall acquire or construct lsdacilities as necessary to provide the Contract
Capacity rights set forth in Exhibit B, as planniagd capacity needs require. The costs of
such facilities shall be assessed pursuant to @ei¢tiB—above3.2

4.5 E-Amendments to Exhibits B and. C

As a ministerial matter, the City shall prepare adments to Exhibits B and C
to reflect any adjustment in Contract Capacity pans to thisSectiosrticle within ninety (90)
days after the adjustment is made. The City sha# gotice of the amendments to each
Participating Agency, and shall provide copies ltd amendments with the notice. The City
shall keep an updated version of Exhibits B andnCfile with the CityClerkPublic Utilities

Department
4.6 F-The South Bay Land/Ocean Outfall

Nothing in this SeetietArticle shall limit the City's right to transfer capacity
service rights in that portion of the South Bay di@cean Outfall which is not part of the
Metro System.

V—-V. SYSTEM OF CHARGES

5.1 A-Charges Authorized

The City agrees to implement and the Participafiggncies agree to abide by a
new system of charges. This new system allows titg © equitably recover from all
Participating Agencies their proportional sharetlod net Metro System Costs through the
imposition of the following charges:

5.1.1 1-SSC (Sewer System Charge);
. Existi . harge):
5.1.2 3-NCCC (New Contract Capacity Charge).

5.2 B-SSC (Sewer System Charge)

The City shall determine the SSC based on the geijeMetro System Costs
(as defined below) for the forthcoming fiscal yelass all Metro System Revenues (as defined
below).
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5.2.1 1-Metro System Costs

5.2.1.1a-The following shall at a minimum be considered MeBystem
Costs for purposes of calculating the annual SSC:

5.2.1.1.1

5.2.1.1.2

-Except as provided isection 5.2.1.2Excluded
Costs—subsection-b—below), the annual costs
associated with administration, operation, mainteaa
replacement, annual debt service costs and other
periodic financing costs and charges, -capital
improvement, insurance premiums, claims payments
and claims administration costs of the Metro System
including projected overhead. Overhead shall be
calculated using accepted accounting practices to
reflect the overhead costs of the Metro System.

{—Fines or penalties imposed on the City as a
result of the operation of the Metro System, untbss
fine/penalty is allocated to the City or a Parttipg
Agency as provided in Sectidh72.6.7.

i L bt ty_includi  fees,

j ent.

b—Exeluded-Ceosts

5.2.1.2Excluded Costs. The following items shall not be considered

Metro System Costs for purposes of calculatingaiweual SSC:

5.2.1.2.1

5.2.1.2.2

5.2.1.2.3

5.2.1.2.4

60409.00008B084+939-30914102.9

h—Costs related to the City of San Diego’s
Municipal System as determined by reasonable
calculations;

{—Costs related to the treatment of sewage from
any agency which is not a party to this Agreement;

{—Costs related to the inspection and monitoring
program for the industrial dischargers located an S
Diego, including associated administrative and
laboratory services;

—Right-of-way charges for the use of public
streets of the City or any Participating AgencyeTh
City and the Participating Agencies agree not to
impose a right-of-way charge for the use of itslioub
rights-of-way for Metro System purposes
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5.2.1.2.5

5.2.1.2.6

{v}-Capital Improvement Costs of any non-Metro
System facility,

{vi)—Capital Improvement Costs for which an
NCCC is paid_and

Vi uded . Mo oeth_i

5.2.1.2.7

City Water Utility PW Costs.

5.2.2 2-Metro System Revenues.

5.2.2.1a—The following revenues shall be at a minimum cosrEd
Metro System Revenues for purposes of determirtiegannual

SSC:

5.2.2.1.1

5.2.2.1.2

5.2.2.1.3

60409.00008B084+939-30914102.9

-Any grant or loan receipts or any other receipts
that are attributable to the Metro System, inclgdin
but not limited to, all compensation or receipts from
the sale, lease, or other conveyance or transfanyf
asset of the Metro Systemprovided, however, that
this shall not include any grant, loan, or otherreceipts
attributableto the Metro Systemcomponentsof the
Pure Water Program,which are specifically addressed
in Section 5.2.2.1.8

{h—All compensation or receipts from the sale or
other conveyance or transfer of any Metro System by
products, including, but not limited to gas, eleetr
energy, sludge products, and Reclaimed Water
(excepting therefrom any receipts allocated purst@nt

subsection-2-a-{3)-belegection 5.2.2.1.3).

@i—The distribution of revenue from the sale of
Reclaimed Water from the North City Water
Reclamation Plant, including incentives for theesat
Reclaimed Water, shall first be used to pay for the
cost of the Reclaimed Water Distribution Systenenth
the cost of the Operation and Maintenance of the
Tertiary Component of the North City Water
Reclamation Plant that can be allocated to the
production of Reclaimed Water, and then to the Metr
System.
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5.2.2.1.4 —Any portion of an NCCC that constitutes
reimbursement of costs pursuant to Section
VHAA47.1.4

5.2.2.1.5 £4-Any penalties paid under Sectigf-S7.3.

5.2.2.1.6 Proceeds from the Capital Expense Rate, as
calculated under Exhibit F and allocated among the
City and ParticipatingAgenciesin the proportionsset
forth in Column 8 of Exhibit G.

5.2.2.1.7 Those portions of Repurified Water Revenue
attributableto the Metro System,as calculatedunder
Exhibit F and allocated among the Participating
Agenciesin the proportionsset forth in Column 8 of
Exhibit G.

5.2.2.1.8 Any grant or loan receiptsor any other receipts
that are attributableto the Metro Systemcomponents
of the Pure Water Program,including, but not limited
to, all compensation or receipts from the salesdear
other conveyance or transfer of any asset of theedVle
Systemcomponentf the Pure Water Program. Any
proceedsunder this sectionshall be allocatedamong
the City and the Participating Agencies in the
proportions set forth in Column 8 of Exhibit G.

5.2.2.2b-Excluded Revenue

5.2.2.2.1 H-Capital Improvement Costs for which an NCCC
is paid;

5.2.2.2.2 f—Proceeds from the issuance of debt for Metro
System projects.

5.2.2.2.3 {i—Proceeds from the sale of Reclaimed Water
used to pay for the Reclaimed Water Distribution

System pursuant tedubsectior2a{3%ection5.2.2.1.3

above.

) Al including wes-attri bl e
e e L
5.2.3 3-Calculation of SSC Rates

5.2.3.1a—Prior to the initial implementation of the new ®yst of
charges, the City shall prepare a sample fiscal yestimate
setting forth the methodology and sampling datad us& a base
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for Strength based biling (SBB) which includes Wloand
Strength (Chemical Oxygen Demand (COD) and Suspgknde
Solids (SS)). The analysis shall be submitted thdarticipating
Agency.

5.2.3.26-The City shall determine the unit SSC rates bycalimg net
costs (Metro System Costs less Metro System Resgringtween
parameters of Flow, COD and SS. This allocatiobaised on the
approved Functional-Design Methodology analysesirfdividual
Capital Improvement Projects (CIPs) and estimatpdr&tion and
Maintenance (O&M) Costs allocated to the three petars. The
City may revise the calculations to include anyeotimeasurement
required by law after the effective date of thisrégment.

5.2.3.3e-The net cost allocated to each of the three pasaméFlow,
COD and SS) shall be divided by the total Metrot&ysquantity
for that parameter to determine the unit ratesHow, COD and
SS. These unit rates shall apply uniformly to adrtlipating
Agencies.

o1
N
~

4-Estimate and Billing Schedule and Year End Adjusime

5.2.4.1aEstimate—The City shall estimate the SSC rates on an annual

basis prior to January 15. The City shall quantifg SSC rates

by estimating the quantity of Flow, COD and SS dach party,
based on that party’s actual flow and the cumwaiiata of
sampling for COD and SS over the preceding yearsurhulative
data is no longer indicative of discharge from atiBipating
Agency due to the implementation of methods to cedtrength,
previous higher readings may be eliminated.

5.2.4.2b—Costs of treating Return Flow for solids handlingl Wwe
allocated to the Participating Agencies in promortio their Flow
and Strength. Return Flow will not be counted agjaithe
Participating Agencies’ Contract Capacity as shawBkxhibit B.

5.2.4.3cSSCBilling—Sehedule—The City shall bill the Participating

Agencies quarterly, invoicing on August 1 , Novembg,
February 1 and May 1. Each bill shall be paid witthirty (30)
days of mailing. Quarterly payments will consist e total
estimated cost for each Participating Agency, basadtheir
estimated Flow, COD and SS, divided by four.

5.2.4.4d~Year-End-Adjustments—At the end of each fiscal year, the
City shall determine the actual Metro Syste@osts and the

actual Flow as well as the cumulative Strength datahe City
and each of the Participating Agencies. The Citgllghake any
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necessary adjustments to the unit rates for Flo@DGind SS
based on actual costs for the year. The City shafl recalculate
the SSC for the year using actual costs for the, yaAual Flow,
and cumulative Strength factors (COD, SS and Refilow) for

the City and for each Participating Agency. TheyGihall credit
any future charges or bill for any additional amsudue, the
guarter after the prior year costs have been aldite

5.3 B-NCCC (New Contract Capacity Charge)

If New Contract Capacity is required or requestgdabParticipating Agency,
pursuant toSeetierticle VII, the Metro System shall provide the needed requested
capacity, provided that the Participating Agencyeag to pay an NCCC in the amount
required to provide the New Contract Capacity. Néantract Capacity shall be provided
pursuant toSectiotrticle VII.

5.4  E-Debt Financing

The City retains the sole right to determine thmirtg and amount of debt
financing required to provide Metro System Faetiti

5.5 Allocation of Operating Reserves and Debt Serviogetage.

The partiesshall continueto comply with the 2010 Administrative Protocolon
Allocation of Operating Reservesand Debt Service Coverageto Participating Agencies,
attached hereto and incorporated herein as ExXBibit

VI. PLANNING

6.1 A-—Projected Flow and Capacity Report

Commencing on July 1, 1999, each Participating Ageshall provide the City
and the Metro Commission with a ten-year projectidnts Flow and capacity requirements
from the Metro System. The Agencies shall disclasg plans to acquire New Capacity outside
the Metro System. This “Projected Flow and CapaRieport” shall be updated annually.

6.2  B-Other Planning Information
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Each Participating Agency shall provide the Citythwisuch additional
information as requested by the City as necessariietro System planning purposes.

6.3 GC-Ten-Year Capital Improvement Plan

The City shall prepare a Ten-Year Capital Improvatmelan for the Metro
System that describes the facilities necessarptwey, treat, and dispose of, or reuse all Flow
in the Metro System in compliance with all applieabules, laws and regulations. The plan
shall be updated annually.

6.4 D-Notice to Metro Commission

In the event that the City is not able to includ@adllity in the Ten-Year Capital
Improvement Plan, the City shall notify the Metrorimission as soon as possible before the
detailed design or construction of such facilitpyded that the facility will significantly impact
the Metro System.

VII.  FACILITIES SOLELY FOR NEW CONTRACT CAPACITY

The Participating Agencies and City are obligatedpay for the acquisition or
planning, design, and construction of new facditie the Metro System that are needed solely
to provide New Contract Capacity only under theneprovided below.

7.1  A-—Determination of Need for New Contract Capacity

7.1.1 1+ —As part of its planning efforts, and consideringe tiplanning
information provided to the City by the ParticipatiAgencies, the City
shall determine when additional facilities beyoritdbde acquired or
constructed pursuant teectiotirticle Il above will be necessary solely
to accommodate a need for New Contract CapacitgjanMetro System,
whether by the City or by the Participating Agescidhe City shall
determine: (1) the amount of New Contract Capanieded; (2) the
Participating Agency or Agencies, or the City, &e tase may be, in
need of the New Contract Capacity; (3) the type kmwéhtion of any
capital improvements necessary to provide the Nenmti@ct Capacity;
(4) the projected costs of any necessary capitptamements; and, (5)
the allocation of the cost of any such facilities the Participating
Agency and/or the City for which any New Contraap@city is being
developed. The City shall notify the Participatifggencies of its
determination within sixty days of making such detieation.

~
=
N

2—The City or Participating Agency or Agencies in aheef New
Contract Capacity as determined by the City pursuanParagraph
isection 7.1.1above, may choose, in their sole discretion, t@mialdNew
Capacity outside othe Metro System in lieu of New Contract Capacity.
Under such circumstances, the Participating AgemcyAgencies shall
commit to the City in writing their intent to obtasuch New Capacity.
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Upon such commitment, the City shall not be regui@ provide New
Contract Capacity to such Agency or Agencies a®ratise required
under this Agreement.

\‘
[ —
w

3-The Participating Agencies shall have six montlenirthe date of
notice of the determination within which to commemt or challenge all
or part of the City’'s determination regarding Newn@act Capacity, or
to agree thereto or to commit, in writing, to ohtdNew Capacity
outside of the Metro System. Any Participating Ageobjecting to the
City’s determination shall have the burden to comreeand diligently
pursue the formal dispute resolution procedurethisfAgreement within
said six month period. The City’s determinationlishacome final at the
close of the six month comment and objection peridtie City's

determination shall remain valid notwithstandingmoeencement of

dispute resolution unless and untkt-aside-by—a—final—binding,
determination-ofan-arbitratotherwise agreed tpursuant to the dispute

resolution processetforth-in-this-Agreemern Article IX, or pursuant

to a final court order

\‘
H
~

4-The City and the Participating Agency or Agencidsiciv need New
Contract Capacity shall thereafter enter into are@ment specifying the
terms and conditions pursuant to which the New 2antCapacity will

be provided, including the amount of capacity ahd New Contract
Capacity. Each party obtaining New Contract Capasitall reimburse
the Metro System for the costs of acquisition, piag, design, and
construction of facilities necessary to provide N@v Contract Capacity
that have been paid by other parties under Seé&tibB-37.2.3

~
=
(6

5-The parties recognize that the City may acquire @lad, design and
construct facilities that are authorized pursuanbathSectiorticle 1l
and Sectiotfirticle VII of this Agreement. Under such circumstancés, t
City shall allocate the costs and capacity of stadiities pursuant to
Sectiorrticle 11l and SectionvH-A17.1.1 as applicable.

7.2 B-—Charges for Facilities Providing New Contract Cdlyac

7.2.1 1-The expense of acquisition, planning, design, ansttuction of New
Contract Capacity shall be borne by the City or Plagticipating Agency
or Agencies in need of such New Contract Capacity.

\‘

.2.2 2—-Notwithstanding any provision in this Agreemente tBity and the
Participating Agencies shall pay for the Operatamal Maintenance Costs
of all facilities pursuant to the payment provisioof SectiofArticle 11,
including those facilities acquired and constructied provide New
Contract Capacity in the Metro System.
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7.2.3 3—Charges for the acquisition, planning, design aodstuction of
facilities solely to provide New Contract Capaatyall be paid for by the
Participating Agencies and the City pursuant toghgment provisions in
SectioArticle 111 of this Agreement until an agreement is reatlheder
SectionVH-A47.1.4 or pending the resolution of any dispute relating
the City’'s determination with respect to New Coatr&€apacity.

\‘
N
~

4-As a ministerial matter, the City shall prepare adments to Exhibits
A and B to reflect the acquisition or constructminfacilities to provide
New Contract Capacity pursuant to thisetioiArticle. The City shall
give notice of the Amendments to the Participatikgencies, and shall
provide copies of the Amendments with the notice.

e ey
7.3 Liquidated Damages.

7.3.1 1+—-The parties recognize that appropriate capacity kmd term
planning for same are essential to the proper pimviof sewerage
service. In recognition of same, the parties agiheé discharge beyond
Contract Capacitysheuld-bepenalizewvill result in damageshat are
difficult to determine Thereforethe damages are being liquidated in an
amount estimatedto the actual damagethat will be incurred by the
City, andis not a penalty. In the event that a Participating Agency
exceeds its Contract Capacity after the City hasrgnotice that New
Capacity is required, said Participating Agencyllsha assessed and
pay a guarterly-penaltiquidated damagesuntil such time as the
Participating Agency obtains the required New CapacThe
penaltjiquidated damagesshall be fiteen percent (15%) of the
quarterly charges authorized pursuant to this Agesg times the
amount of Flow which exceeds the Participating Ag&n Contract

Capacity for thefi i

3
) hi aya aYa fa\§ JA N MoOLN
e 3 V15 S adielie c Siv

he.third _andthiry§ E ) of I :
every-guarter-thereafteach quarter in which any exceedance occurs.

7.3.2 2—-In the event that a Participating Agency fails tay ghe charges
imposed under this Article after the City has givertice that payment
is required, said Participating Agency shall beeassd and shall pay

penalty-of-fifteefiquidated damages of tguercent £510%) of the total
outstanding charges each quarter until said chagegaid in full.
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VIll. THE METRO COMMISSION

8.1  A—Membership

The Metro Commission shall consist of one repredemt from each

Participating Agency. Each Participating Agencylidhave the right to appoint a representative
of its choice to the Metro Commission. If a Paptiting Agency is a dependent district whose
governing body is that of another independent pudjency that Participating Agency shall be
represented on the Metro Commission by a representappointed by the governing body
which shall have no more than one representativenatter how many Participating Agencies
it governs. Each member has one vote in any mattesidered by the Metro Commission. The
Metro Commission shall establish its own meetingesiclle and rules of conduct. The City may
participate in the Metro Commission on an ex affianon-voting basis.

8.2  B-Advisory Responsibilities of Metro Commission

8.2.1 1-The Metro Commission shall act as an advisory badlyising the
City on matters affecting the Metro System. They Gihall present the
position of the majority of the Metro Commission tihe City's
governing body in written staff reports. The Met@mmission may
prepare and submit materials in advance and magaapg any hearings
on Metro System matters and present its majoritgitiopm to the
governing body of the City.

8.2.2 2-The Metro Commission may advise the City of itsifgms on any
issue relevant to the Metro System.

IX. DISPUTE RESOLUTION

This Section governs all disputes arising out of kgreement.

9.1 A VeluntanMandatory Non-BindingMediation

Arbitrationlf a dispute arisesamong the partiesrelating to or arising from a
party’s obligationsunderthis Agreementthat cannotbe resolvedthroughinformal discussions
and meetings,the partiesinvolved in the disputeshall first endeavorto settlethe disputein an
amicable manner,using mandatorynon-bindingmediationunderthe rules of JAMS, AAA, or
any other neutralorganizationagreedupon by the partiesbefore having recoursen a court of
law. Mediationshall be commenced by sending a Notice of DemandvbitratioAMediation
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to the other party or partles to the dispute. Ay:of the notlce shall be sent to the City, all

9.2  Selection of Mediator.

A single mediatorthat is acceptabldo the partiesinvolved in the disputeshall
be usedto mediatethe dispute.The mediatorwill be knowledgeablan the subjectmatter of
this Agreement,if possible,and chosenfrom lists furnished by JAMS, AAA, or any other
agreed upon mediator.

9.3 Mediation Expenses.

The expense®f witnessedor either side shall be paid by the party producing
such witnesses.All mediation costs, including required traveling and other expensesf the
mediator, and the cost of any proofs or expert advice producedat the direct requestof the
mediator, shall be Metro System costs.

9.4  Conduct of Mediation.

Mediation hearings will be conducted in an informrnner. Discovery shall not
be allowed. The discussions, statements, writimgsalmissions and any offers to compromise
during the proceedingswill be confidentialto the proceedinggpursuantto California Evidence
Code Sections1115 — 1128 and 1152) and will not be usedfor any other purposeunless
otherwiseagreedby the partiesin writing. The partiesmay agreeto exchangeany information
they deemnecessaryThe partiesinvolved in the disputeshall have representativeattendthe
mediation who are authorizedto settle the dispute,though a recommendatiorof settlement
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may be subjectto the approvalof eachagency’sboardsor legislative bodies.Either party may
have attorneys, witnesses or experts present.

9.5 Mediation Results.

Any resultantagreementgrom mediationshall be documentedn writing. The
resultsof the mediationshall not be final or binding unlessotherwiseagreedto in writing by
the parties. Mediatorsshall not be subjectto any subpoeneor liability and their actionsshall
not be subject to discovery.

9.6 CE-Performance Required During Dispute

Nothing in this Sectiofrticle shall relieve the City and the Participating
Agencies from performing their obligations underisthAgreement. The City and the
Participating Agencies shall be required to comphith this Agreement, including the
performance of all disputed activity and disputemyrpents, pending the resolution of any
dispute under this Agreement.

9.7  Offers to Compromise

Any offers to compromisebefore or after mediation proceedingswill not be
usedto prove a party’s liability for loss or damageunlessotherwiseagreedby the partiesin
writing (pursuant to Evidence Code Section 1152.)

X. INSURANCE AND INDEMNITY

10.1 A-—City Shall Maintain All Required Insurance

10.1.142—-The City shall maintain all insurance required Iawv, including
workers’ compensation insurance, associated wieghdperation of the
Metro System.

10.1.2 2-Throughout the term of this Agreement the City Ispabcure and
maintain in effect liability insurance covering, the extent reasonably
available, any and all liability of the City, the effo System and the
Participating Agencies, including their respectiodficers, directors,
agents, and employees, if any, with respect to reging out of the
ownership, maintenance, operation, use and/or @rmypof the Metro
System and all operations incidental thereto, aialy but not limited to
structural alterations, new construction and deali including
coverage for those hazards generally known in nkarance industry as
exploding, collapse and underground property damage

10.1.33—Said insurance shall name the City, and its resmgeobfficers,
employees, and agents, and shall have a limit of less than
$24,000,000 combined single limit per occurrence lodily injury,
personal injury and property damage suffered by peyson. Said
insurance may provide for a deduction from coveragach deductible
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shall not be more than $1,000,000. Said limits @ndéductible may be
adjusted from time to time. Said insurance may\néeaced by a policy
or policies covering only the Metro System or bylersement to bring
the same within a blanket policy or policies held the City covering
other properties in which the City has an intepgsivided the policy or
policies have a location aggregate provision. Tliy @ay satisfy the
first $1,000,000 per occurrence with a self-insueanetention program
for public liability claims. The policy or policieshall name the
Participating Agencies as additional insureds watidence of same
supplied to each. Insurance premiums, claims patgnand claims
administration costs shall be included in the cotapon of the SSC.

10.2 B-Substantially Equivalent Coverage

In the event of a transfer of the Metro System taoapublic entity pursuant to
SectioArticle 1l, coverage substantially equivalent to all thbowe provisions shall be
maintained by any successor in interest.

XI. INTERRUPTION OF SERVICE

Should the Metro System services to the ParticigaAgencies be interrupted as a
result of a major disaster, by operation of fedenalstate law, or other causes beyond the
City’'s control, the Participating Agencies shallntoue all payments required under this
Agreement during the period of the interruption.

XIl.  NOTICES REQUIRED UNDER AGREEMENT

The City and each Participating Agency shall givatioe when required by this
Agreement. All notices must be in writing and eitlserved personally, or mailed by certified
mail. The notices shall be sent to the officerelistor each party, at the address listed for each
party in Exhibit D in accordance with thiSectiofArticle. If a party wishes to change the
officer and/or address to which notices are givée, party shall notify all other parties in
accordance with thiSectiofArticle. Upon such notice, as a ministerial matter, they hall
amend Exhibit D to reflect the changes. The amentirsleall be made within thirty (30) days
after the change occurs. The City shall keep aratggdversion of Exhibit D on file with the
City €lerkPublic Utilities Department The City shall provide a copy of the amended Bk
to all parties.

Xlll.  EFFECTIVE DATE AND FERMINATHON-EXPIRATION

13.1 A—Effective Date

This Agreement shall be effective thirty (30) dafter execution by the City
and a{—leasﬁlﬁy—pemen%g%g of the Part|C|pat|ng Agenc»esﬁlaFHerpaHHgAgenereswmeh

3 N pder
St —h Ing
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Agreement. and shaII be dated as of the S|gnature dateeolam executlng party

13.2 B-Preferenedsxpiration

Subject to the rights and obligations set fortisectionxXH-C-—belewl 3.4 this
Agreement shalterminatexpire on December 312052065 This Agreement is subject to
extension by agreement of the parties. The pastiaf commence discussions on an agreement
to provide wastewater treatment services beyondyéae 2052065 on or before December
31, 2642055

13.3 DB-—Contract Capacity Rights SurvivieerminatiorExpiration

The Participating Agencies’ right to obtain wastesvareatment services from
the facilities referred to in, or constructed puawsuto this Agreement shall survive the
terminatiorexpirationof the Agreement. Provided however, upon expimatid this Agreement,
the Participating Agencies shall be required to fheyr proportional share based on Flow and
Strength of all Metro System Costs (Capital Improgat Costs and Operation and
Maintenance) to maintain their right to such treatiservices. Provided further, that in the
event that the Participating Agencies exerciser thghts to treatment upon expiration of this
Agreement, the City shall have the absolute riglhifhout consultation, to manage, operate and
expand the Metro System in its discretion.

13.4 E-Abandonment

After December 31205065 the City may abandon the Metro System upon
delivery of notice to the Participating Agencies (&0) years in advance of said abandonment.
Upon notice by the City to abandon the Metro Systdma parties shall meet and confer over
the nature and conditions of such abandonment.htn dvent the parties cannot reach
agreement, the matter shall be submittedatbitratiormediation under the—previsions-of
SectiofArticle IX. In the event of abandonment, the City shalbire ownership of all Metro
System assets free of any claim of the Particigafigencies.

XIV. GENERAL

14.1 A-—Exhibits
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1.

This Agreement references Exhibits A througls. Each exhibit is

attached to this Agreement, and is incorporateckileby reference. The exhibits are as

follows:

Exhibit A Metro Facilities;

Exhibit B Contract Capacities;

Exhibit C Existing-Capaeity-ChargeListiddocation of

Operating Reserves and Debt Service Coverage to
Participating Agencies

Exhibit D Notice Listing;and

Exhibit E Map of Reclaimed Water Projegts

Exhibit F Pure Water Cost Allocation and Revenues; and
Exhibit G 2050 Flow Projections

14.2 B-Amendment of Agreement

Except as provided in this Agreement, and recoggithat certain amendments

are ministerial and preapproved, this Agreement b@yamended or supplemented only by a
written agreement between the City and the Paatiitig Agencies stating the parties’ intent to
amend or supplement the Agreement.

14.3 C.-Construction of Agreement

14.3.1 2+ -Drafting of Agreement

It is acknowledged that the City and the PartiagaiAgencies, with the
assistance of competent counsel, have participatéae drafting of this
Agreement and that any ambiguity should not be tcoed for or against
the City or any Participating Agency on accounsoth drafting.

14.3.2 2-Entire Agreement

The City and each Participating Agency represearyant and agree that
no promise or agreement not expressed herein hes hade to them,
that this Agreement contains the entire agreemetwden the parties,
that this Agreement supersedes any and all prioreemgents or
understandings between the parties unless otheprisgaded herein, and
that the terms of this Agreement are contractudl @ot a mere recital;
that in executing this Agreement, no party is rgyon any statement or
representation made by the other party, or the rotparty's
representatives concerning the subject matter,s basieffect of this
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Agreement other than as set forth herein; and eaah party is relying
solely on its own judgement and knowledge.

14.3.3 3-Agreement Binding on All

This Agreement shall be binding upon and shallanto the benefit of
each of the parties, and each of their respectiwessors, assigns,
trustees or receivers. All the covenants containethis Agreement are
for the express benefit of each and all such arfidis Agreement is
not intended to benefit any third partiesnd any such third party
beneficiaries are expressly disclaimed

14.3.4 4-Severability

14.3.4.1 Should any provision of this Agreement be heldaimd or

illegal, such invalidity or illegality shall not walidate the whole of this
Agreement, but, rather, the Agreement shall be tcoed as if it did not
contain the invalid or illegal part, and the riglaisd obligations of the
parties shall be construed and enforced accordmgigptto the extent

that enforcementof this Agreementwithout the invalidated provision

would materially and adversely frustrate either the City's or a

Participating Agency’s essential objectivex forth in this Agreement

14.3.4.2 Shoulda court determinethat one or more componentof the
allocation of costs set forth in this Agreementplacesthe City or a
Participating Agency in violation of Article XIll, Section 6 of the
California Constitution with respect to their radgprs, such components
shall no longer be of force or effect. In suchan event,the City and the
Participating Agenciesshall promptly meet to renegotiatethe violative
componentof the cost allocationto comply with Article XIll, Section6
of the California Constitution,and use the disputeresolutionprocessin
Article IX of this Agreementif an agreementannotbe reacheahrough
direct negotiation.

14.3.5 5-Choice of Law

This Agreement shall be construed and enforcedupatsto the laws of
the State of California.

14.3.6 Recognition of San Diego Sanitation District as Successoito Certain
Parties.

The parties herebyacknowledgeand agreethat the San Diego County
SanitationDistrict is a ParticipatingAgency underthis Agreementasthe
successolin interestto the Alpine SanitationDistrict, East Otay Mesa
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Sewer MaintenanceDistrict, LakesideSanitationDistrict, Spring Valley
Sanitation District, and Winter Gardens Sewer Maiance District.

14.4 B-Declarations Re: Agreement

14.4.1 2-Understanding of Intent and Effect of Agreement

The parties expressly declare and represent theyt kave read the
Agreement and that they have consulted with thespective counsel
regarding the meaning of the terms and conditiarmgained herein. The
parties further expressly declare and representthiey fully understand
the content and effect of this Agreement and thgyr@ve and accept
the terms and conditions contained herein, and tiiat Agreement is
executed freely and voluntarily.

14.4.2 2—Warranty Regarding Obligation and Authority to Ent@to This
Agreement

Each party represents and warrants that its regpeabligations herein
are legal and binding obligations of such partyatthach party is fully
authorized to enter into this Agreement, and thatgerson signing this
Agreement hereinafter for each party has been duthorized to sign
this Agreement on behalf of said party.

14.5 3-Restrictions on Veto of Transfers and AcquisitiofiCapacity

Each party understands and agrees that this Agréegmverns its
respective rights and responsibilities with respgecthe subject matter hereto and specifically
recognizes that with respect to the transfer anguiaition of Contract Capacity (Section
M-B4.2) or the creation of New Contract Capacity for amarticipating Agency
(SectioArticle VII), no Participating Agency has a right to veto prevent the transfer of
capacity by and among other Participating Agencrewith the City, or to veto or prevent the
creation or acquisition capacity for another Pgréitng Agency or Agencies, recognizing that
by signing this Agreement each Participating Agehag expressly preapproved such actions.
The sole right of a Participating Agency to objéatany of the foregoing shall be through
expression of its opinion to the Metro Commissiowl,awhere applicable, through exercise of
its rights under the dispute resolution provisiofshis Agreement.

14.6 4-Right to Make Other Agreements

Nothing in this Agreement limits or restricts thght of the City or the
Participating Agencies to make separate agreenmantsg themselves without the need to
amend this Agreement, provided that such agreemamsconsistent with this Agreement.
Nothing in this Agreementor Exhibit F limits or restricts the right of the City or the
ParticipatingAgenciesto enterinto separateagreement$or the purchaseor saleof Repurified
Water producedby the Water Repurification Systemor sharing in City Water Utility PW

-32-
60409.0000B0817939-30914102.9



Costs. Such agreementsshall not affect the cost allocation and Metro Systemrevenues
delineated in Exhibit F.

14.7 Limitation of Claims

Notwithstanding any longer statute of limitations in State law, for
purposesof any claims assertedby the City or a Participating Agency for refunds of
overpayments or collection of undercharges arisinder this Agreement, the parties agree that
such refundsor collectionsshall not accruefor more than four yearsprior to the date that
notice of suchclaim is receivedby the City or a ParticipatingAgency. This also appliesto any
related adjustmentsto each Participating Agency’'s share of net Metro System costs or
revenuesesultingfrom the resolutionof suchclaims. The City and the ParticipatingAgencies
herebywaive any applicablestatuteof limitations available under State law that exceedfour
years. In no caseshall the limitations period statedin this sectionbeginto accrueuntil the
date that the annual audit and year-end adjustimemt which the claim arises are complete.

14.8 5-Counterparts

This Agreement may be executed in counterpartss Agreement shall
become operative as soon as one counterpart hkasobeen executed by each party. The
counterparts so executed shall constitute one Aggat notwithstanding that the signatures of
all parties do not appear on the same page.

14.9 No Third Party Beneficiaries

This Agreementis intendedto benefit only the parties hereto and no
other personor entity has or shall acquire any rights hereunder.This Agreementdoes not
create any third party beneficiary rights.

SIGNATURES ON FOLLOWING PAGES

-33-
60409.00008B084+939-30914102.9



IN WITNESS WHEREOF, the Parties have executed Ahendment and Restated Regional

Wastewater Disposal Agreement as of the datedestforth above.

CITY OF CHULA VISTA

Approved as to Form:

Name:

Name:

Title:

Title:

CITY OF CORONADO

Approved as to Form:

Name:

Name:

Title:

Title:

CITY OF DEL MAR

Approved as to Form:

Name:

Name:

Title:

Title:

CITY OF EL CAJON

Approved as to Form:

Name:

Name:

Title:

Title:

CITY OF IMPERIAL BEACH

Approved as to Form:

Name:

Name:

Title:

Title:

CITY OF LA MESA

Approved as to Form:

Name:

Name:

Title:

Title:

LEMON GROVE SANITATION

DISTRICT

Approved as to Form:

Name:

Name:

Title:

Title:

CITY OF NATIONAL CITY

Approved as to Form:

Name: Name:
Title: Title:
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OTAY WATER DISTRICT

Approved as to Form:

Name:

Name:

Title:

Title:

PADRE DAM MUNICIPAL WATER

DISTRICT

Approved as to Form:

Name:

Name:

Title:

Title:

CITY OF POWAY

Approved as to Form:

Name:

Name:

Title:

Title:

CITY OF SAN DIEGO

Approved as to Form:

Name:

Name:

Title:

Title:

SAN DIEGO COUNTY SANITATION

Approved as to Form:

DISTRICT

Name: Name:
Title: Title:
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EXHIBIT A

METRO FACILITIES AS OF 6/27/18

F-ORIGINAL-EXxisting Facilities

«—Pt. Loma Wastewater Treatment Plant
«—Pt. Loma Ocean Outfall

«—Pump Station #1

«—Pump Station #2

=—South Metro Interceptor

«—North Metro Interceptor

«—Metro Force Mains 1 & 2

—Digested Sludge Pipeline

R e e e eI )
T e =

»—North City Water Reclamation Plant

»—Metro Biosolids Center (NCWR Plant Related Faetiji
=—North City Tunnel Connector

«—North City Raw Sludge Pipeline

=—Centrate Pipeline

«—Rose Canyon Parallel Trunk Sewer

«—Second Rose Canyon Trunk Sewer

=—East Mission Bay Trunk Sewer

=—Morena Blvd. Interceptor

«—South Bay WateReclamatioPlanReclamation-Plant
+—Dairy Mart Road & Bridge Rehab

=—Grove Avenue Pump Station

»—Grove Avenue Pump Station Sewer Pipeline

EXHIBIT A-XA
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METROFACHIHES—

. OTHER METRO FACILITIES (CONTINUED)

»—South Bay Raw Sludge Pipeline

»—South Bay Land/Ocean Outfall

=—Environmental Monitoring & Technical Services Laatary
=—Centrate Treatment Faclility at Metropolitan BiodslCenter

e el
»—Metro Operations Centeb4OCIv10C) Complex(based on annual facilities

allocation)

‘—Addmenak&mgd—\A#a{ePReelamaneniFFeamrrem—G&pam
Additional Metro Facilities

A Note: The below listed facilitiegiticould be required as part of the Metro
System for

hydraulic capacity, good engineering practices @nddbmpliance with applicable law,
rules or regulations, including OPRA, and the cuardtion of theCity'sCity's waiver of
applicable treatment standards at the Point Lomat&\ater Treatment Plant
“"Waiver-").

»—South Bay Sludge Processing Facility
=—South Bay Secondary Treatment Plant, Phase | (2DMG
«—South Bay Secondary Sewers, Phase |

B- Note: These facilitiesvli-could be required as part of the Metro System for
hydraulic
capacity, good engineering practices, compliande @PRA, and to maintain the
City'sCity's Waiver. In the event that hydraulic capacity dedsaror the obligations of
OPRA (or its successor) or the terms of &ig/sCity's Waiver change, these facilities
may not be required or may be modified or suppléetnas appropriate, pursuant to
the terms of this Agreement.

=—South Bay Secondary Treatment Plant, Phase Il (&DM

«—South Bay Secondary Sewers, Phase I

Note: These facilities could be added to the M&ystem as part of Phase | of the
Pure Water Program.

2 The South Bay Land/Ocean Outfall is jointly ownedtbe International Boundary and Water Commission,
U.S. Section (60.06%) and the City of San Diega98%). The capacity of the City's portion of thetfall as

of the date of this Agreement is MGBMDG average dry weather flow, of which the Metro Systeas a
capacity right to 69.2 MGD and the Citypasan exclusive right to 4.8 MGD.

EXHIBIT A-2
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Expansion of North City Water Reclamation Plant
Morena Pump Station

EXHIBIT A-3
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EXHIBIT B

CHY-OF-SAN-DIEGO-
METFROPOLHAN-SEWERAGE-SYSTEM-
CONTRACT CAPACITIES

EXHIBIT B
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Annual Average Daily Flow

in

Millions of Gallons Per Day

Original  Additional New Transferred  Total Percent

Contract Comtract  Contract  Contract  Contract of
Metro Acency  Capacity Capacity' Capacity®  Capacitv’  Capacity  Total
Chula Vista 10.843 1.021 0.000 0.000 20.864 B.182%
Coronado 3.078 0172 0.000 (0.000 3.250 1.275%
Del Mar 0.821 0.055 0.000 0.000 0.876 0.344%
East Otay Mesa  0.000 0.000 {0.000 1.000 1.000 0.392%
El Cajon 10.260 0.655 0.000 0.000 10.915 4.280%
Imperial Beach  3.591 0.164 0.000 0.000 3.755 1.473%
La Mesa 6.464 0.359 0.000 0.170 6.993 2.742%
Lakeside-Alpine 4.586 0.255 0.000 0.000 4.841 1.898%
Lemon Grove 2.873 0.154 0.000 0.000 3.027 1.187%
National City 7.141 0.346 0.000 0.000 7.487 2.936%
Otay 1.231 0.056 0.000 0.000 1.287 0.505%
Padre Dam 6.382 (0.343 0.000 (05007 6.225 2.441%
Poway 5130 0.264 0.000 0.500 5.894 2.312%
Spring Valley  10.978 0.545 0.000 (1.1717) 10.353  4.060%
Wintergardens 1.24] 0.068 (.000 0,000 1.309 0L.5153%

Subtotal  B3.619 4,459 0.000 0.000 BR.OTE  34.540%

Fevised Dd-21-20110

N
MILLIONS OF GALLONS PER DAY
P it I
Contract Contract
EXHIBIT C
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Metro-Ageney Capacity | Capacity New Fransferred Fetal Percent-of
Contract | Contract Contract Feotal
i e .
) 10843 06-000 06-000 06-000 10843 22204
Son-biego Lee2ed 06-000 06-000 06-000 e 2] EELEDY
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Original Additional  New Transferred  Total Percent
Contract Contract  Contract Contract  Contract of

Metro Agency  Capacity  Capacity’ Capacity”  Capacity’ Capacity Total

San Diego 156,381 10.541 0.000 0.000 166,922  65.460%

Total 240,000 15.000 0.000 3000 255.000  100.00%

1. Additional Contract Capacity is capacity allocated parg to Section 4.3.1 of the Agreement.

I

New Contract Capacity is capacity obtained pursuant ¢tidde6 of the Agreement.

|w

Transferred Contract Capacity is capacity obtained potgoaSection 4.2 of the Agreement.

EXHIBIT E
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EXHIBIT C

ADMINISTRATIVE PROTOCOL ON ALLOCATION OF OPERATING RESERVES

AND DEBT SERVICE COVERAGE TO PARTICIPATING AGENCIES

Otay-WaterDistrict

Padre Dam Muni. Water District

e

60409.00008684+939-30914102.9
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CHY-OF-SAN-DIEGO-

METROPOLHAN-SEWERAGE-SYSTEM-EXHIBIT D

City Manager

City of Chula Vista
276 Fourth Avenue
Chula Vista, CA 91919
Phone: 691-5031

Fax: 585-5612

City Manager

City of Coronado
1825 Strand Way
Coronado, CA 92113
Phone: 522-7335
Fax: 522-7846

City Manager

City of Del Mar

1050 Camino Del Mar
Del Mar, CA 92014
Phone: 755-9313 ext. 25
Fax: 755-2794

City Manager

City of El Cajon

200 E—Main-Stredlivic
Center Way

El Cajon, CA 92020
Phone: 441-1716
Fax: 441-1770

City Manager
City of Imperial Beach
825 Imperial Beach Blvd.

Imperial Beach, CA 91932

Phone: 423-8300 ext. 7
Fax: 429-9770

60409.00008684+939-30914102.9

NOTICE LISTING

City Manager

City of La Mesa

8130 Allison Avenue

La Mesa, CA9194101942
Phone: 667-1101

Fax: 462-7528

City Manager

City of Lemon Grove
3232 Main Street

Lemon Grove, CA 91945
Phone: 464-6934

Fax: 460-3716

City Manager

City of National City
1243 National City Blvd.
National City, CA 91950
Phone: 336-4240

Fax: 336-4327

City Manager

City of Poway

13325 Civic Center Drive
Poway, CA 92064
Phone: 679-4200

Fax: 679-4226

EXHIBIT D

City Manager

City of San Diego
202 “C” Street

San Diego, CA 92101
Phone: 236-5949
Fax: 236-6067

Chief Administrative Officer
County of San Diego

1600 Pacific Highway, Rm. 209
San Diego, CA 92101

Phone: 531-5250

Fax: 557-4060

General Manager

Otay Water District

2554 Sweetwater Springs Blvd.
Spring Valley, CA 91977
Phone: 670-2210

Fax: 670-2258

General Manager

Padre Dam Municipal Water
District

10887 Weoedside-Aven9800
Fanita Pkwy

Santee, CA 92071

Phone: 258-4610

Fax: 258-4794



EXHIBIT E

MAP OF RECLAIMED WATER PROJECTS
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EXHIBIT F

PURE WATER COST ALLOCATION AND REVENUES

EXHIBIT F
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EXHIBIT G
2050 FLOW PROJECTIONS
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AMENDED AND RESTATED REGIONAL WASTEWATER DISPOSAL
AGREEMENT)

THIS AMENDED AND RESTATED REGIONAL WASTEWATER DISPSAL
AGREEMENT is made and entered into this day o , 2018, by and
between the CITY OF SAN DIEGO, a municipal corpmmat(“the City”); and the CITY OF
CHULA VISTA, a municipal corporation; the CITY OF GRONADO, a municipal
corporation; the CITY OF DEL MAR, a municipal corption; the CITY OF EL CAJON, a
municipal corporation; the CITY OF IMPERIAL BEACH, municipal corporation; the CITY
OF LA MESA, a municipal corporation; the LEMON GRBVSANITATION DISTRICT, a
political subdivision of the State of Californidget CITY OF NATIONAL CITY, a municipal
corporation; the CITY OF POWAY, a municipal corpiwa; the OTAY WATER DISTRICT,
a political subdivision of the State of Californidie PADRE DAM MUNICIPAL WATER
DISTRICT, a political subdivision of the State o&lrnia; and the SAN DIEGO COUNTY
SANITATION DISTRICT, a political subdivision of thS&tate of California (the “Participating
Agencies”).

RECITALS

WHEREAS, the City and the Participating Agencies ffteir predecessors in interest)
entered into that certain Regional Wastewater Rispégreement dated May 18, 1998 (the
“1998 Agreement”), which provided, among other gsinfor certain contract rights to capacity
in the Metropolitan Sewerage System, a system cfteveater conveyance, treatment, and
disposal facilties (“Metro System”) and the esdbhent of a mechanism to fund the planning,
design, construction, operation, and maintenancéhefMetro System by the City and the
Participating Agencies; an

WHEREAS, the purposes of the 1998 Agreement wdietd replace the prior-existing
sewage disposal agreements between the City an®atteipating Agencies; (2) to provide
certain contract rights to capacity in the Metrast8yn to the Participating Agencies; (3) to
establish a mechanism to fund the planning, designstruction, operation and maintenance of
the Metro System by the City and the Participa#hggncies as necessary to provide hydraulic
capacity, and to comply with applicable law andhwgenerally accepted engineering practices;
and (4) to establish a system of charges whictcaths the costs of the planning, design and
construction of such new wastewater conveyancestrient and disposal facilties as are
necessary solely to provide for new capacity omimand equitable basis; and

WHEREAS, on April 29, 2014 the San Diego City Caolmave its approval and
support for the Pure Water San Diego program byptalo of Resolution NoRR-308906.
The Resolution approved and supported the Cityfertsf to develop an implementation
strategy toaceemplishsecondaneguivalencyabffload wastewaterflow from the Point Loma
Wastewater Treatment Plant through implementatibrpaiable reuseresulting in_effluent
dischargedo the Pacific Oceanbeing equivalentto what would be achievedby upgradingthe

60409.000080914102.30914102.8 -1-

General comments from Otay
regarding draft Amended and Restated

Agreement:

All Exhibits must be provided
before Otay WD can complete its
review of this agreement.

.| The following question has been

asked at several meetings and has
never been answered: What happens if
an agency does not approve this
agreement? A legal opinion should be
presented to the Metro JPA at a closed
hearing so they understand the pros
and cons of staying with the original
agreement vs. signing on to this

agreement.

.| This agreement should only

address the cost allocation for the first
phase of secondary equivalency singe
there are many unknowns still to be
resolved concerning the ultimate size
and scope of the full implementation.
Prior to the start of construction of the
ultimate design, a replacement
agreement will be required. All parties
and the flow that they are committing
to the project will be known, as well
as the reimbursements that will need
to be provided to those agencies
opting out of the agreement.

.| Provide a lot more time for

review and comment.

.| An alternate approach is to set a

time limit on this agreement. Based
on the draft restated agreement, all
agencies need an off-ramp after eight
years - a no fault period that allows
Otay WD, or other agencies, to opt
out of the agreement and pay only
what is due at that time but with no
penalty fees. It will take the Ci




Point Loma Wastewater Treatment Plant to a secondary treatment plant (secondary
equivalency) and

WHEREAS, the Cityntends-to-implemeis implementinga phased, multi-year program
tedesignedto regionally produce up—teat least 83 milion gallons per day of safe, reliable

potable wateker-the-Ciby-using the-new, expanded, or modified facilities, some of Whiuill
include Metro System facilities, in order to aclkiesecondary equivaleneyrderthe-Clean
WaterAectat the Point Loma Wastewater Treatment Planbifleadingwastewatedrom-the
PointLomaplantard

WHEREAS,i } : : slodearmnad
the-Clean MaterAet-the Pure Water Program erI not only benefrt thebey producrng
repurified water, but also the Participating Agesciand their wastewater custormers
especiallyif secondary equivalency is recognized through rigdegislation amending the Clean
Water Act. /Specifically, implementation of the Pure Water Remg wil reduce wastewater

discharges to the Point Loma Wastewater Treatmiamit,Ppart of the Metro System where a

g

large portion of the Participating Agencies’ wasaésv is currently treated and disposed by

discharging it into the Pacific Ocean. By divegtiwastewater from the Point Loma
Wastewater Treatment Plaahd reducingthe effluent dischargednto the Pacific Ocean the
City and the Participating Agencies will potentiativoid billions of dollars in unnecessary

capital, financing, energy, and operating costaipgrade the Point Loma plant to secondary

treatment at full capacity. Avoiding such costsuldoresult in significant savings for regional
wastewater customsr art

WHEREAS, the Padre Dam Municipal Water District, San Diego County Sanitation
District, and the City of El Cajon have proposeda programto produceup to 15 million
gallons per day of safe, reliable potable water for East San Diego County using wastewater
that would otherwise be disposed of in the Metrat&w (“East County AWP Program”). By
offloading wastewaterand wastewatercontentsfrom the Point Loma WastewaterTreatment
Plant, the East County AWP Programwould, if implemented,help the City's and region’s
efforts to achievelong-term compliancewith the Clean Water Act by producing a regional
annual averageof at least 83 million gallons per day of water suitablefor potablereuseby
December3l, 2035, asdescribedn the CooperativeAgreementin Supportof PureWater San
Diego entered into by the City and certain envirental stakeholders on December 9, 2014

WHEREAS, Section XIV, subsection B, of the 1998 égment provided that the
Parties may amend the Agreement by a written agreenbetween the City and all
Participating Agencies stating the parties’ inttmtamend the Agreement; and

WHEREAS, in order to comprehensively and equitaulgress the costs and revenues

associated with the Pure Water Program and theedelaonstruction, expansion, and/or

modification of Metro System facilities, the CitpdaParticipating Agencies wish to amend and

restate the Regional Wastewater Disposal Agreeaemrovided herein.

THEREFORE, in consideration of the mutual promises forth herein, the City and
the Participating Agencies agree as follows:

-2-
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Suggested language changes by Tom

Zeleny (City of SD).

Suggested language changes by Tom

Zeleny (City of SD).

Comment from Otay: The discussion
about offloading Point Loma must be
specific about Pure Water being more
than just a scalping plant. Stronger
language must be used to insure Pure
Water as a must-run facility so that
we don'’t overbuild secondary
treatment facilities that are not used.
This is what happened with the
NCWRP and the SBWRP. City staff
have mentioned many times that the
Judge said the City had to build them
but he didn’t say they had to operate
them.

Response from Metro TAC PW Ad

Hoc Committee: Under the

Cooperative Agreement and proposed

OPRA 1l legislation, the 83 mgd of

potable reuse facilities is “must run.’

Additional language requested by

Padre Dam.



. DEFINITION S
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Annual Average Daily Flow is the number, in milions of gallons of wastewate
per day (“MGD"), calculated by dividing total Flomn a fiscal year basis by 365
days.

Brine is a waste byproduct of the demineralizationprocessat an upstream
Water Repurification System facility or a Reclaimaftiter facility

Capital Expense Rate is the cost per acre foot that will apply if the Metro
System’s Capital Improvement Costs for the Pure Water Program and/or
upgradingof the Point Loma WTP to secondarytreatmentexceed$1.8 billion,
as further described in Exhibit F.

B-—Capital Improvement Costs are costs associated with the planning, design,
financing, construction, or reconstruction of fitiei.

S-—Chemical Oxygen Demand or “COD” means the measure of the chemically
decomposable material in wastewater, as deterntipetie procedures specified
in the most current edition of “Standard Methodstfte Examination for Water
and Wastewater,” or any successor publication wiistablishes the industry
standard.

B--City Water Utility PW Costs are those Pure Water Program costseh
areallocatedto the City's water utility andthereforeexcluded as Metro System

costs under Exhibit -Brd-are-the-responsibility-of City's-waterutility

E-—Contract Capacity is the contractual right possessed by each Rzticg
Agency to discharge wastewater into the Metro $ysteursuant to this
Agreement up to the limit set forth in Exhibit Btathed hereto. Contract
Capacity is stated in terms of Annual Average DRliyw.

F—Flow is the amount of wastewater discharged by the @itd each
Participating Agency

G—Functional-Design Methodology shall mean the process of allocating
Operation and Maintenance Costs and Capital Impnemé Costs to Flow and

Strength parameters recognizing the benefits df ble¢ design criteria and the
primary function of a unit process.

Metro Commission is the advisory body created under Section VIl

H-Metro System Costsare those costs set forth in Sectié®-15.2.1
+—Metro System Revenuesre those revenues set forth in SectioB-25.2.2

J-Metropolitan Sewerage System or Metro Systershall mean and consist of
those facilities and contract rights to facilitihich are shown and/or described
in Exhibit A attached hereto and incorporated hg teference, including any
amendments thereto authorized by this Agreement.

60409.000080914102.30914102.8

Comment from Otay: Label each
section of the agreement. There are
several cross references in the
agreement referencing “Section
Follow through by referencing the

sections accordingly.

Comment from Otay: This section has
not been appropriately updated as
there are some very obvious omissions
such as the South Bay Water
Reclamation Plant is not defined or
mentioned in this agreement.

Comment from Otay: Why isn't the
existing advanced water purification
demonstration plant mentioned.
Shouldn’t the Metro JPA get
reimbursed for their investment if it
will be removed or demolished with

the first phase?

Comment from Otay: Brine discharge
needs to be defined so it is clear the
City Water Utility PW is responsible
for the cost of conveyance and
treatment of this effluent.

Definition added at suggestion of Otay
WD.

Suggested language changes by Tom

Zeleny (City of SD).

Comment from Otay: This needs to be
consistent with the section that
mentions capacity as the basis for

some of the billing.

Tom Zeleny (City of SD) suggested
adding Metro JPA as party to the
agreement so that Metro JPA could
represent the PAs in approving certain
ministerial amendments to the
Agreement. BB&K recommends
using Metro Commission for this
purpose because the Metro
Commission will exist for the term of
this Agreement and would not require
the addition of a new party.
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K—Municipal System shall mean the City’'s wastewater collection system, which
consists of pipelines and pump stations, that collects wastewater within the City
of San Diego and conveys it to the Metropolitan Sewerage System for treatment
and disposal.

(O]

E—New Capacity is the capacity to discharge wastewater outside the Metro
System, above the Contract Capacity set forth in Exhibit B attached hereto.

|o

M-—New Contract Capacity is the capacity to discharge wastewater into the
Metro System, above the Contract Capacity set forth in Exhibit B attached
hereto.

Q. N-—North City Water Reclamation Plant or North City WRP is the 30
milion gallons per day (as of the date of this Agreement) wastewater treatment
facility located at 4949 EastgateMall in SanDiego, which includes four major
processes: primary treatment, secondary treatment, tertiary treatment, and
disinfection.

|

O-—Operation and Maintenance Costsare the costs of those items and
activities required by sound engineering and management practices to keep the
conveyance, disposal, treatment, and reuse facilities functioning in accordance
with all applicable laws, rules, and regulations.

P-Point Loma Wastewater Treatment Plantor Point Loma WTP is the 240
milion gallons per day (as of the date of this Agreement) advanced primary
treatment plant which includes four major processes: screening, grit removal,
sedimentation, and digestion.

1%

Suggested language change by Tom
Zeleny (City of SD).

[

Q--Pure Water Program is the City’s phased, multi-year progratesignedto
produceup-telat leasi83 million gallons per day of Repurified Water using new,
expanded, or modified facilities, some of which will include Metro System
facilities.

|<

R-Reclaimed Water (or Recycled Water)shall have the definition set forth in
Title 22, Division 4 of the California Code of Regulations and shall mean water
which, as a result of treatment of wastewater, is suitable for a direct beneficial
use or a controlled use that otherwise could not occur.

<

S—Reclaimed Water (or Recycled Water) Distribution Systemshall mean

and consist of those eight (8) reclaimed water projects listed in Attachment B of
the Stipulated Final Order for Injunctive Relief approved by the U.S. District
Court on June 6, 1997 id.SA. v. City of San Diego, Case No. 88-1101-B,

and attached hereto as Exhibit E.

=

F-Repurified Water shall mean water which, as a result of advanced treatment
of reclaimedwateReclaimedWater, is suitable for use as a source of domestic

60409.000080914102.30914102.8



(or potable) water supply.

Repurified Water Revenueis the cost savingsthat will be realizedwhen the
City water utility’s annualcostsper-acrefoot for Repurified Water are lessthan
the purchasecosts per-acrefoot for comparablewater from the San Diego
County Water Authority, as further described in Bih-.

[<

|<

Y-—Return Flow shall mean the effluent created by the dewatenihdigested
biosolids, which includes centrate.

\/-Reuseshall mean to use again, such as water which ées keclaimed or
repurified, or sludge that has been converted @sdiids for beneficial use.

2

W-—South Bay Land/Ocean Outfallis the facility that is jointly owned by the
International Boundary & Water Commission (U.S. t®ecIBWC) and the City

of San Diego. The Outfall is planned to convey distharge treated effluent
from the IBWC's International Wastewater TreatmBlant and treated effluent
from the City's South Bay Water Reclamation Plamtd athe South Bay

Secondary Treatment Plant. As of the date of tlgse@ment, the Outfall has a
current Average Daily Flow Capacity of 174 milligallons per day. As of the
date of this Agreement, the City owns 39.94% of¢hpacity of the Outfall and
the balance of the capacity is owned by the IBWC.

BB. (South Bay Water Reclamation Plant is the 15 million gallonsper day (as of
the date of this Agreement)wastewatertreatmentfacility locatedat 2411 Dairy
Mart Road in San Diego, which includes four major processes:primary Suggested addition by Otay WD.
treatment, secondary treatment, tertiary treatnam, disinfection

CC. X—Strength means the measurement of Suspended Solids (SSTlzemical
Oxygen Demand (COD) within the wastewater Flow ang other measurement
required by law after the date of this Agreement.

DD. ¥-“Suspended Solids or “SS- means the insoluble solid matter in wastewater
that is separable by laboratory filtration, as dweteed by the procedures
specified in the most current edition of “StandMdthods for the Examination
of Water and Wastewater,” or any successor puldicaivhich establishes the
industry standard.

EE. Z—Tertiary Component is that portion of the wastewater treatment preces
that currently filters the secondary treated waateweffluent through fine sand
and/or anthracite coal to remove fine SuspendeilisSahd disinfects it to meet
the requirements of the California Administrativede, Title 22, or its successor
for fitered and disinfected wastewater.

FF. AA-Water Repurification System shall mean any facilities, including treatment
and conveyance facilities, the purpose of whicthé production or conveyance
of Repurified Water. Water Repurification Systemludes, but is not limited

-5-
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to: the(Tertiary Component of the North City Water ReclaomatPlantto the
extent being used to produce Repurified Watlee North City Advanced Water
Purification Facilityto be located across the street from the North City Wate
Reclamation Plant (“North City AWP Facility”); theRepurified Water
conveyance system, which will transport Repurifi¢dter from the North City
AWP Facility and/or other facilties to the MiramarReservoir or other
alternative location(s) as determined by the Gityd any other Repurified Water

treatment or conveyance facilities which are pérthe City's-83-millien-gallens
perdayPure Water Program

GG. Wet Weather Flow is Flow entering the Metro System during rainy thea

Peak 24-Hour Wet Weather Flow is the highest measured Wet Weather Flow
occurring in a 24 hour period during a fiscal year.

Wet Weather Flow Rights are the estimated amounts of Wet Weather Flow,
stated in milions of gallons per day (MGD), thhetCity and each Participating
Agency are projected to have in the 2050 fiscat.yé&let Weather Flow Rights
are the 10-year average of Wet Weather Flow foi02@8d are calculated by
dividing total estimated annual Wet Weather Flow3p days. Wet Weather
Flow Rights are stated in Column 7 of Exhibit G.

1. OWNERSHIP AND OPERATION OF THE METRO SYSTE M

2.1 Rights of the Parties

The City is the owner of the Metro System, and mf additions to the Metro
System or other facilities constructed pursuarthi® Agreement. All decisions with respect to
the planning, design, construction, operation arthtenance of the Metro System shall rest
with the City, in consultation with the Metro Conssion. The Participating Agencies shall
have a contractual right to use the Metro Systedhtarparticipate in its operation as set forth
in this Agreement. Subject to the terms of this e&gnent, and in conformance with all
applicable laws, the City may transfer ownershipatfor part of the Metro System at any
time. In the event of a transfer, the City's susoesshall be bound by the terms of this
Agreement. Subject to the terms of this Agreemany, Participating Agency may transfer or
assign its rights and obligations under this Agresetm Any transfer shall first be approved by
the City No transfer may occur if the Citgasonablydetermines, after consultation with the
Participating Agencies involved, that the proposehsfer will imbalance, or will otherwise
adversely impact the City’s ability to operate tetro System

2.2 B-Metro System Services

2.2.1 1-The City shall provide wastewater conveyance, mneat and disposal
services to the Participating Agencies through Metro System, under
the terms set forth in this Agreement.

60409.000080914102.30914102.8

Comment from Tom Zeleny (City of
SD): Not all of the tertiary component
is for repurified water. Some is for
reclaimed water.

Suggested addition by Tom Zeleny
(City of SD).

Comment from Otay: This definition
should include mention of Pure Water
and should be clear this is not a
Metro cost.

Response to comment from Otay:
Section 5.2.1.2.7 excludes “City Water
Utility PW Costs” from Metro Costs.
Costs related to the Water
Repurification System fall within that

category.

Comment from Otay: There should
also be some limitation on the
member agencies’ liability for O&M
and other costs attributable to Pure
Water.

Response to comment from Otay WD:
Exhibit F describes which costs are
Metro System costs and which costs
are City Water Utility costs. All

O&M, capital, and other costs
associated with non-Metro PW
facilities are City Water Utility costs.

Comment from County: Add

exception for LAFCO-approved
changes in organization, which should
not require City pre-approval.

Suggested addition by EI Cajon.

A-—Comment from Otay: The original
agreement is twenty years old and this
new agreement replaces the old
agreement. It is important that the
facilities built by Metro during the
original time frame are included in

this agreement or by omission they
could be lost or in dispute. This
includes the SBWRF and the
Advanced Water Purification facility.

Comment from Otay: Metro JPA
should have a bigger role than just an
advisory role. A 35% stake in the cast
of wastewater capital costs and higher
O&M justifies a bigger role in the
decision making process.




N
N
N

2—The City shall operate the Metro System in an iefiic and
economical manner, maintaining it in good repau aorking order, all
in accordance with recognized sound engineering emahagement
practices.

N
N
w

3-The City shall convey, treat, and dispose of orseeall wastewater
received under this Agreement in such a manneoainply with all
applicable laws, rules and regulations.

2.3  GC-Flow Commitment

2.3.1 |Absent agreement of the parties, all Flow from Plagticipating Agencies
and the City, up to the capacity limits set forth Exhibit B or any
amendments thereto, shall remain in the Metro 8yste

2.3.2 2-This Agreement shall not preclude any Participatikgency from
diverting Flow from the Metro System as a resulthaf construction of
reclamation facilities or New Capacity outside loé tMetro Systetn

2.3.3 3-Any Participating Agency may negotiate an agreemsétit the City to

withdraw/all Flow from the Metro System, which at a minimueguires
the Agency to pay its proportionate share of Capitrovement Costs

If a Participating Agency entersinto an agreementwith the City by
December31, 2019, to withdraw all Flow from the Metro Systemby
Januaryl, 2035, such Participating Agency shall not pay Pure Water
Program Capital Improvement Costs except for Phasel (as defined
below in Section 2.8).

2.4  B-Funding Obligations

Nothing in this Section or in this Agreement sluddligate the City to make any
payment for the acquisition, construction, mainteeaor operation of the Metro System from
moneys derived from taxes or from any income angmee of the City other than moneys in
or sewer revenues which go into the Sewer Revenul For the Metro System and from
construction funds derived from the sale of suckeseevenue bonds for the Metro System as
are duly authorized. Nothing in thisntracAgreementshall be construed to obligate the City
to pay from its annual income and revenues any wimoh would create an indebtedness,
obligation or liability within the meaning of theqvisions of Section 18 of Article XVI of the
Constitution of the State of California. Nothingthis Section, however, or in this Agreement
shall prevent the City, in its discretion, fromngsitax revenues or any other available revenues
or funds of the City for any purpose for which ity is empowered to expend moneys under
this Agreement. Nothing herein shall relieve thgy @om its obligations to fund and carry out
this Agreement. Nothing in this Section or in tAigreement shall obligate any Participating
Agency to make any payment which would create debitedness, obligation or liability within
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Comment from Otay: Please add:
“This Agreement shall not preclude
any Participating Agency from
diverting Flow from Metro System as
a result of the construction of |

El Cajon suggests adding “some or,”
so that the provision would read as
follows:

“Any Participating Agency ma
Comment from Poway: Statement
needs to be clarified with Section
111.D (now Section 3.4) with regard to
Padre Dam, San Diego County

Sanitation District and El Cajd
Response o Poway comment. Even

with the East County project online,
Padre Dam, the County, and EI Cajon
will still be sending some Flow to the
Metro System, so they will not be
withdrawing all Flow as described
here. Also, the East County project
would fall under Section 2.3.2, which
allows diversion to reclamation
facilities without agreement of the

City.




the meaning of the provisions of Section 18 of de&tiXVI of the Constitution of the State of
California, or which is not authorized by law

2.5 E-Financial Statements

2.5.1 1-The City shall keep appropriate records and acsoahtll costs and
expenses relating to conveyance, treatment, dispesal reuse of
wastewater, angroduction of Repurified Water, and the acquisition,
planning, design, construction, administration, i@ing, operation and
maintenance of the Metro Systeamd Water Repurification System, and
any grants, loans, or other revenuesreceivedtherefor. The City shall
keep suchrecordsand accountsfor at least four (4) years,or for any
longer period required by law or outside fundingirses

N
N

2-Said records and accounts shall be subject to mehkoinspection by
any authorized representative of any Participafiggncy at its expense.
Further, said accounts and recosiwll be audited annually by an
independent certified public accounting firm appeih by the City
pursuant to generally accepted accounting prireipléd copy of said
report shall be available to any Participating Agen'As part of said
audit, the actualamountof City Water Utility's PW Costs,Pure Water
Program costs attributable to the Metro System, Repurified Water
Revenue,and the Capital ExpenseRate shall be determinedand audited
by the City's externalauditorsand ParticipatingAgency representatives,
and a cumulativeand annualsummaryof suchamountsshall be included
as a footnote or attachmentto the audit of the Metro System. Cost
summaries shall include separate lines for Capitalfovement Costs and
Operation and Maintenance Casts

2.5.3 [The City shall make a good faith effort to compléie annual audit, and
any related adjustmentsunder this Agreement, by the end of the
following fiscal year

2.6  E-Limitations on Types and Condition of Wastewater

N

2.6.1 i-Each Participating Agency will comply with all ajalble laws, rules

and regulations including its regulatory obligatoassociated with the
discharge of wastewater into its respective sysiathfrom such system
into the Metro System.

2.6.2 2—Each Participating Agency will minimize to the magim extent
practicable, the infiltration and inflow of surfaoground or stormwaters
into its respective wastewater systems.

2.6.3 3—Each Participating Agency will insure that all istlial users of its

wastewater system are regulated by an effectivasindl pretreatment
program that conforms to all to all applicable lawndes and regulations

-8-
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Comment from Otay: The City needs
to commit to debt financing of this
project. The original commitment by
the Metro JPA was for a 15 MGD
project that would have required little
infrastructure for Metro to build. This
larger project was the City's idea and
since the JPA didn’t sign on to this
bigger project, the City should get
bonds to cover the PAs cost for the

project.

Response to Otay WD: Please touch
base with Karyn Keze, who can
discuss City’'s financing of Metro

System projects.

Language moved from Exhibit F.

Language moved from Exhibit F.

Added at suggestion of County, after
discussions with City.




n
~

n
&)

n
o

N
Y

and that is acceptable to the City. Provided, hmnethat the City shall
not require the Participating Agencies to take antions beyond that
which is required under applicable laws, rules eggllations that can be

taken but are not being taken by the City.

4-The City and the Participating Agencies agree thathing in this
Agreement, including the termination of the exigtisewage disposal
agreements, shall affect the validity of the Intasdictional Pretreatment
Agreements, or the separate transportation agrdertteat are currently
in effect between or among the City and the Paetaig Agencies.

5-Each Participating Agency will not discharge a saigal amount of
sewage originating outside its respective boundango the Metro
System without the approval of the City.

6-Each Participating Agency shall be responsiblettier violation of any
applicable laws, rules or regulations associateth wis respective
discharge of wastewater into the Metro SystenNothing in this
Agreementshall affect the ability of any ParticipatingAgency to hold
third parties responsible for such violations

#-In the event a regulatory agency imposes any peoaltakes other
enforcement action relating to the conveyance trireat, and disposale+
reuse-of wastewater in or from the Metro System, the Cityall
determine whetheif the City or a Participating Agency or Agencies
caused or contributed taich-penalty-orenforcementactithes violation
by exceeding its Contract Capacity or by the cdster its wastewate
The City shall allocate the penalty or other relietluding the costs of
defense, to the party or parties responsible. Easponsible party,
whether a Participating Agency or the City, shalldbligated to pay its
share of such penalty or other relief, and anysos$tdefense. In the
event that the City cannot make such an allocatibs, cost of such
penalty or other relief shall be shared by the i€lpating Agencies and
the City proportionately based on Flow and Strength

60409.000080914102.30914102.8

Coronado requested the following

addition:

For the purposes of this Agreement,
the United Sates Naval Bases in
Coronado shall not be considered
outside the boundaries of the City of
Coronado.

Comment from Coronado:

There should be something that
defines and codifies the handling
of wastewater from the Naval
facilities located in the City of
Coronado. The Navy is not a
participating agency, their waste
is generated in Coronado;
however, they pay the City of
San Diego directly for disposal.
I'm not sure where this should
be inserted, perhaps a special
note under Section 2.F

Limitations 8n Txge_s arédt

potential complexity of this issue, the
City suggests putting this in the list of
items that will be discussed between
the Parties during Phase Il planning
and may potentially be in a future
amendment. (See Section 2.9.)

Specific language requested by
Coronado, with minor edits suggested

by City of SD.

“Or reuse” language removed at
suggestion of Otay WD.

Suggested edits by the City of San
Diego in response to language
proposed by City of El Cajon. (see
comment below).




2.7 G-Right of First Refusal

N
~
=

1-The City shall not sell or agree to sell the Me&ystem without first

offering it to the Participating Agencies. For tharposes of this section,
“Participating Agencies” shall mean a Participatitgency, a group of
Participating Agencies, or a third party represgntione or more

Participating Agencies. The term “sell” shall imdu any transfer or
conveyance of the Metro System or of any individtr@atment or

reclamation facility or outfall within the Metro Sem.

N
]
N

2-The City and the Participating Agencies recognizat ttransfer of

ownership of the Metro System is currently restdcby Sections 6.04
and 6.20 of the Installment Purchase Agreement dmtwithe City and

the Public Facilities Financing Authority of thetgi which inter alia

restricts the transfer of ownership to the Metrdapnl Wastewater

Sewage District or other governmental agency whmeary purpose is

to provide wastewater treatment. The City shall seek to impose on
bond holders a waiver of Section 6.04 or 6.20. Abseich a restriction,
before the City sells or agrees to sell the Metyst&n, or any portion
of it, the City shall offer to sell the Metro Systeto the Participating
Agencies (“the Offer”) on the terms and at a priequal to that

proposed for the sale of the Metro System to adtlmarty. The

Participating Agencies shall have thirty days froeceipt of the Offer

(“the Intent to Respond Period”) in which to notifje City of their

intent to respond to the Offer. The Participatkgencies shall have five
months from the expiration of the Intent to Resp®&uliod in which to

accept or reject the Offer. The Offer shall cantdie name of the
proposed purchaser, the proposed sale price, thes tef payment, the
required deposit, the time and place for the clos@scrow, and any
other material terms and conditions on which thée sa to be

consummated.

N
]
w

3—If the Participating Agencies give timely notice tifeir intent to
respond and timely notice of their acceptance ef@ffer, then the City
shall be obligated to sell and the Participatinge®aes shall be obligated
to purchase the Metro System or any individualttneat or reclamation
facility or outfall within the Metro System, as dippble, at the price and
on the terms and conditions of the Offer. If thertRipating Agencies
do not give timely notice of their intent to respoor their acceptance of
the Offer, or do not submit an offer on the samenseand conditions as
the Offer, the City may, following the end of thdféD period, sell the
Metro System, or any portion of it, at a price aod terms and
conditions no less favorable to the City than thiosthe Offer. The City
shall not sell the Metro System to any third partyterms or at a price
less favorable to the City from the terms and pcieatained in the Offer
absent compliance with the terms of this Section.

-10-
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2.7.4 4-Nothing herein shall prevent the City from enterintp a financing
agreement which may impose limits on the City’'s povio sell the
Metro System to the Participating Agencies pursusmt Section
H.12.7.1 if the Cityreasonabljbelieves that such a financing agreement

/[Suqqested addition by El Cajon. }

is in the City's best interest. Neither the entryoi such a financing
agreement by the City nor the performance thergothe City shall
constitute a breach or default by the City hereunde

2.8 H-Pure Water San Diego Program.

4—Each new, expanded, or modified Metro System faciihich is used in
relation to the production of Repurified Water &ddition to the modification and expansion
of the North City Water Reclamation Facility) shadl governed by this Agreement and Exhibit

F, attached hereto and mcorporated heréihepa#ﬁesaekne%edgeandag#eetha%ad@ﬂenal

2.9  Future Negotiations and Cooperation.

2.9.1 This Agreementand Exhibit F specifically contemplatePhasel of the
Pure Water Program, which consistsof new, expanded,or modified
Metro System facilities and Water Repurification System facilities
designedto produceonly up to 30 million gallonsper day of Repurified
Water (“Phasel”). During the planning processfor later phasesof the
Pure Water Program,the parties shall meet and negotiatein good faith
regardingone or more amendmentso this Agreementor its Exhibits to
address:

2.9.1..The allocation of specific Pure Water Program costs between
City’s water utility and the Metro System for sueter phases;

2.9.1.: Whether,and to what extent, certain Metro Systemcostsshould
be chargedbasedon volume capacityrights, Strength capacity
rights, Peak 24-Hour Wet Weather Flow, and/or ofhetors;

_11_
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2.9.1..The exclusion of costs related to the industrial discharges
inspection and monitoring program within San Diego under
Section 5.2.1.2.3 of the Agreement; and

2.9.1.¢ The handling of wastegeneratedat United Statesmilitary bases
under this Agreement.

If suchnegotiationsdo not resultin anamendmento this Agreementor

its Exhibits concerningthesesubijects this Agreementshall remainin full

force and effect as set forth herein. Further,if the City proceedswith a
later phaseof the Pure Water Programas authorizedunder Section2.1
of this Agreement,andthe Partieshavenot yet amendedhis Agreement
or Exhibit F to specifically addresssuch costs by the time they are
incurred, all costslisted in Section| of Exhibit F shall nonethelesbe
excluded as Metro System costs under this Agreement

2.9.2 The City and the Participating Agencies shall coopeeaie coordinate in
good faith with the Padre Dam Municipal Water District, San Diego
County SanitationDistrict, and City of El Cajonon issuesthat relate to
the East County AWP Program, including, but noftéah to, the transfer
of the Mission Gorge Pump Station; disposalof residuals:and a source Added at request of Padre Dam.

control program.

Comment from Otay:
There needs to be a clear distinction

HEILL | PAYMENT AND MONITORING PROVISION S Beneenhorc sl X
- secondary equivalency are being
ﬁ. Payment fOI‘ Metro System FaClIlt]eS charged and how O&M costs are
calculated and billed since the Flow
Through the system of charges set fortksastierrticle V of this Agreement, bases are different.
each Participating Agency shall pay its shgre efctb.stls. of plannlng,.de5|gn and construction Response to comment from Otay WD:
of all of the Metro System facilties which are mdified in Exhibit A hereto, which is Please contact Karyn Keze, who can
incorporated herein by reference. discuss calculation and billing issues.

3.2 B-Payment for Additional Metro System Facilities

Through the system of charges set fortlsastierfrticle V of this Agreement,
each Participating Agency shall pay its share efdbsts of acquisition, or planning, design and
construction of such facilities in addition to tkoset forth on Exhibit A as are necessary for
the Metro System to maintain compliance with aplie laws, rules and regulations, including
the Ocean Pollution Reduction Act of 1994 and itscessor(s), present and future waivers of
applicable treatment standards at any Metro Systeatment facility, and all facilities as are
necessary to convey, treat, dispose, and reusewasr in the Metro System to provide the
Contract Capacity set forth in Exhibit B, to maintdydraulic capacity and as otherwise
required by sound engineering principles. As a stamial matter, the City shall amend Exhibit
A from time to time to reflect such additional faigis and shall give notice of any amendments
to the Participating Agencies. The City shall keepupdated version of Exhibit A on file with

-12-
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the City ClerkPublic Utilities Departmet Exhibit A may be amended to reflect other changes

to the Metro System only as expressly providechis Agreement

3.3 E&-Payment for Operation and Maintenance

Through the system of charges set fortksastierrticle V of this Agreement,
each Participating Agency shall pay its share ef @peration and Maintenance Costs of all
Metro System facilities. The Participating Agencisisall not pay for the Operation and
Maintenance Costs of Water Repurification Systerich are City Water Utility PW Costs

3.4 DB-Charges Based on Flow and Strength; Exception

Comment from Nick Norvell (Metro
JPA): The City has explained that the
City Clerk no longer maintains
records for the entire City. The
successor for this purpose would be
the City Public Utilities Department.
Similar changes have been made in
other sections of this draft Agreement.

A-—Comment from Otay: Shouldn’t
the capital costs for the secondary
equivalency improvements be covere
under either of these sections rather
than Section [Il.D?

Q

3.4.1 1-—Except as otherwise described in tlsisbsectionDSection 3.4, a
Participating Agency’s share of the charges in $stiorticle 111 shall
be assessed pursuantSectiorticle V of this Agreement based on its
proportionate Flow in the Metro System and the rgftie of its
wastewater.

w
N

2-Notwithstandingthe-abevsection 3.4.1or any other provision of this
Agreement, a Participating Agency’s share of PuratdV Program
Capital Improvement Costs and Pure Water Programences
attributable to the Metro System under Exhibit Rlisbe assessed or
credited based on the parties“Metro—Capacity—Rights,”
whichproportionateshareof Wet WeatherFlow Rights. Wet Weather
Flow Rightsare based on projections of each par3g&6-Few-—Metro
CapaeityRights-arel 0-year averageof Wet WeatherFlow in the year
2050 asset forth inColumn 7jof Exhibit G, which is attached hereto and

Response to comment from Otay WD:
Please contact Karyn Keze, who ca
discuss cost allocation and billing
issues.

Comment from Poway: Need to clarify
that Exhibit B is no longer governing
capacity rights.

incorporated herein. The City shall annualigterminallocate the
estimated and actuadests-Pure Water Program Capital Improvement
Costsand revenues which are attributable to the Metrste3y under
Exhibit F cdnleemterecs i the ol socsserasnanthadh
proportion to each party’s share of Wet WeathewHRights (Column 8
of Exhibit G) when estimating quarterly payments and conducyiesy-
end adjustments und&ectiorticle V.

w
w

3—Each party recognizes that operation within respectietro
CapaeityVet WeatherFlow Rights is essential to the accurate allocation

of costs and revenues under the Pure Water Progtamecognition of
same, the parties agree as follows:
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Response to comment from Poway:
The revised Agreement would not
entirely do away with the Contract
Capacities in Exhibit B. Each party
would retain its Contract Capacity in
the system, but would have a financjal
incentive to keep its Flow under the
amounts that will be used for
determining Pure Water Program
capital costs.

Comment from Otay:

It is not clear how the capital
improvements for secondary
equivalency will take into
consideration sewer strength in the
allocation of these costs. The SSC as
defined and set in Section V.B. leaves
this to the City to calculate. It appears
that there would need to be a chang
to how the capital costs are
determined separate from how the
O&M costs are calculated. Also, if
Otay WD were to stop treatment at
RWCWREF and increase its allocation,
there would need to be a credit for
reducing the strength of the existing
capacity? Or if Otay WD did solids
handling and reduced strength but
kept flow the same. What assumptio
are being made for ultimate strength

[v]

=]
\)U)

Comment from Tom Zeleny (City of
SD): Probably need to specify which
column.




3.4.3..Beginning in the next fiscal year after the effective date of this

Agreement,f any party’s Annual Average Daily Flow exceeds its
Wet Weather Flow Rights for any two (2) consecutivefiscal
year§ the City shall preparean amendmentto Exhibit G that
adjusts projections of each party’'s 10-year average of Wet
WeatherFlow in 2050 basedon information about such party’'s
exceedanceand other relevantinformation. Upon approvalby a
majority of the Metro Commissionthe City shall, asa ministerial
matter, amend the Wet Weather Flow Rights in Column 7 of
Exhibit G (and the percentagesn Column 8 of Exhibit G) to
reflect the new projectionsof 10-yearaverageof Wet Weather
Flow. The City shall keep an updatedversionof Exhibit G on
file with the City Public Utilities Department. If the City andthe
Metro Commissioncannotagreeon an amendmento Exhibit G,
the matter shall be submittedto dispute resolution pursuantto
Article 1X)

Comment from Otay: Otay doesn't
have any land use authority so is
unable to determine ultimate buildout
flows and as a wastewater treatment
plant may send flows during periods
of maintenance. Also how will | & |
be addressed? If a series of rain events
increase flows, due to poor
maintenance by the City and the way
they measure flow (spot checks a
couple of times a year) will spread
this flow increase to all agencies. T
agency that has the high | & | gets
subsidized by the JPA.

v

County suggests deleting and made
this comment: ECAWP is planned t¢
be constructed in one initial phase to
be completed by July 1, 2028.

Comment from Otay: Off-ramps
provided to some agencies. Otay
wants an off-ramp as well.

Comment from Poway: San Diego
County Sanitation District and El
Cajon will be allowed higher
capacities for a 5-year period with the
first phase of Pure Water on-line.
They should have to contribute a pre
determined share for this period.

3.4.3.:b.—ﬁ\lotwithstanding the amounts set forthGolumn 7 of Exhibit
G, the following parties will have the followingMetro

itYWet Weather FlonRights until July 12623025
3.4.3.2.. {4)y-Padre Dam2-48.797 MGD

3.4.3.2. {2)—San Diego County Sanitation District:
16.9592.844MGD

Response to comment from Poway:

All parties, including the East Coun
parties, will pay O&M based solely on
Flow and Strength for the PW Metr:
facilities. For capital improvements,
the parties are paying based on long-
term capacity needs. The committe
believes this combination of charges is
a fair way to charge for actual current
use and long-term capacity planning.

Response to comment from Poway:
That concern would be addressed by
3.4.3.1 and 3.4.3.4. Like all parties
if the East County parties exceed thei

r

3.4.3.2. {3)-El Cajon: 7-83.542 MGIj average wet weather flows for two
consecutive years, Exhibit G would [
c—Notwithstandingthe-ameuntssetforth-inExhibit Gthefollowing amended, and the exceeding parties
; ; : ; ; f 028: ' would make retroactive payments fol
' ’ their fair share of Pure Water costs.
Comment from Poway: Need a claus
{2} El-Cajon7-8-MGD if Padre Dam, San Diego County, E
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D

Cajon do not meet established
timelines for reducing flows, what
portion of Capital Costs will they

incur? In

other words, if their project does not|

come to fruition, they will still be a

stakeholder in Pure

Water and the Metro System. Will

other agencies be reimbursed?




3.4.3.le-If Exhibit G is amended to update one or more partitetro
CapaeitfVet Weather Flow Rights, the change inMetre

CapacityVet WeatherFlow Rights shall béetroactive in effe;
and the City shall use the updated amounts in astignquarterly
payments and conducting year-end adjustments foe Rater
Program costs and revenues. Therefore, any geatyunderpaid
based on previouddetro—CapacityWet Weather Flow Rights
(which were based on prior projections of 2050 Flashall pay
the differenegetroactive amount duia its quarterly payments the
following fiscal year; any party that overpaid bésen previous
Metro-CapacitWWet WeatherFlow Rights shall receive a credit in
its quarterly payments the following fiscal yeaxotwithstanding
the precedingsentence,if the retroactive amount due exceeds
20% of a party’s averageannualMetro Systempaymentsfor the
previous four (4) years, such party may elect to pay the
retroactive amount due in its quarterly payments over the
subsequenfour (4) fiscal years;any party that overpaidbasedon
previous Wet WeatherFlow Rights shall receivea credit in its
quarterly payments the following four (4) fiscahys.

3.5 E.-Monitoring Flow andStrength

Comment from Tom Zeleny (City of

SD): This could be quite large if a P

>

exceeds its capacity late in the game,

like after 2040.

County comment: Need to have a

statute of limitations on how far bacl

true-up can go.

Response from Nick Norvell (Metro

JPA): Agreed. Please review new

suggested language at bottom of this

paragraph, which allows for payment

of retroactive costs over multiple years

where the amount would be
substantial for a particular PA.

3.5.1 1-The City shall monitor wastewater that is dischdrg@o the Metro
System for Flow and Strength. The City shall owd aperate as part of
the Metro System monitoring devices which will mgasthe amount of
daily wastewater discharged into the Metro Syst€hese devices shall
be installed at locations appropriate to accuratabynitor Flow and
Strength. The City may also monitor wastewater Faowl Strength at
other locations as it deems appropriate.

w
9]
N

2-In measuring Strength, the frequency and natur¢hefmonitoring
shall not be more stringent for the ParticipatingeAcies than it is for
the City.

w
9]
w

3-The City shall at leastonceeveryfive (5) years,updateand provide
its plans for the monitoring system and for thecpdures it will use to
determine Strength to the Participating Agenéis. The Participating
Agencies shall have the opportunity to ]review and comment prior to

Comment from Otay: Will Strength
need to be potentially redefined to
include TDS? What are the impacts|of
higher TDS on the long term life an
maintenance of the facilities?

Added by Metro TAC Ad Hoc
Committee in response to comment
from Otay WD.

implementation

-15-
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Comment from Otay:
Change; “The City shall prepare and

update a monitoring plan every five
years for the monitoring system...
The City has multiple connections
that aren’t monitored for flow or
strength. The City also has significan
issues with TDS that increase the cost
of treatment for agencies that have
spent a considerable capital
investment in reducing | & I.

=




3.5.4 4-The City shall report Flow and Strength data to Bweaticipating
Agencies at least quarterly.

V. CAPACITY RIGHT S

4.1  A—Contract Capacity

In consideration of the obligations in this Agreetesach Participating Agency
shall have a contractual right to discharge wasten® the Metro System up to the Contract
Capacity set forth in Exhibit B.The Wet WeatherFlow Rights statedin Exhibit G, which are
usedsolely for the purposeof allocating Pure Water Programcostsand revenuesattributable
to the Metro Systemunderthis Agreement,do not replaceor limit ContractCapacity. Each
party’s Contract Capacity takes into account WetiNer Flow.

4.2  B-Transfers of Contract Capacity

The Participating Agencies and the City may buil, @eexchange all or part of
their Contract Capacity among themselves on suchst@s they may agree upon. The City
shall be notified prior to any transfer. Any tramskhall be first approved by the City. No
Contract Capacity may be transferred if the Cityedwmines, after consultation with the
Participating Agencies involved in the transactitimat said transfer will unbalance, or will
otherwise adversely impact the City's ability toeogte the Metro System. Provided, however,
that the Participating Agency seeking the transfay offer to cure such imbalance at its own
expense. Following the City's consent, as a min@tenatter, the Contract Capacity set forth
in Exhibit B shall be adjusted to reflect the apmw transfer.

4.3  S-Allocation of Additional Capacity

The parties recognize that the City’'s applicablemits for the Metro System
may be modified to create capacity in the Metrot&wysbeyond that set forth in Exhibit B as a
result of the construction of additional facilties as a result of regulatory action. This
additional capacity shall be allocated as follows:

4.3.1 1-Except as provided isubsection2section4.3.2 below, in the event
that the Metro System is rerated so that additipeamitted capacity is
created, said capacity shall be allocated propumatily based upon the
Metro System charges that have been paid sincelJul995 to the date
of rerating.

N
w
N

2-In the event that the additional permitted capaistgreated as the
result of the construction of non-Metro Systemlifé&s, or as the result
of the construction of facilities pursuant ®ectiefrticle VII, such
additional capacity shall be allocated proportielyatbased on the
payments made to plan, design and construct seiltida.

-16-
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Comment from Poway: Need
clarification on how this fits in given
Capacity Rights have been
redistributed with Pure Water (Section
Ill and Exhibit G). Note this is also
defined under Section I(E).

Response to comment from Poway:
The revised Agreement would not
entirely do away with the Contract
Capacities in Exhibit B. Each party
would retain its Contract Capacity in
the system, but would have a financial
incentive to keep its Flow under the
amounts that will be used for
determining Pure Water Program
capital costs. A sentence has been
added to Section 4.1 to clarify this
issue.

Comment from Coronad@apacity
Rights are going to be redefined with

Pure Water; the new Capacity Rights
need to be clearly detailed.




4.4  B-Deductions in Contract Capacity

The parties further recognize that the ContractaCiyp in Exhibit B and Wet
Weather Flow Rights in _Exhibit G may be modified to comply with, or in response to,
applicable permit conditions, or related regulatagfion, or sound engineering principles. In
the event that the capacity of the Metro Systemeiiated to a level below the total capacity
set forth in Exhibit B, the Contract Capacity inhibit B and Wet WeatherFlow Rightsin
Exhibit G shall be reallocated proportionately pending tbguaition or construction of new

facilities. The City shall acquire or construct lsdacilities as necessary to provide the Contract

Capacity rights set forth in Exhibit B, as planniagd capacity needs require. The costs of
such facilities shall be assessed pursuant to @e¢tiB—abowes.2

4.5 E-Amendments to Exhibits B and. C

As a ministerial matter, the City shall prepare admeents to Exhibits B and C
to reflect any adjustment in Contract Capacity pans to thisSeetiofrticle within ninety (90)
days after the adjustment is made. The City sha# gotice of the amendments to each
Participating Agency, and shall provide copies ltid amendments with the notice. The City
shall keep an updated version of Exhibits B andnCfile with the CityESlerkPublic Utilities

Department
4.6 F-The South Bay Land/Ocean Outfall

Nothing in this Seetieirticle shall limit the City's right to transfer capacity
service rights in that portion of the South Bay dcean Outfall which is not part of the
Metro System

V-V. SYSTEM OF CHARGES

5.1 A-—Charges Authorized

The City agrees to implement and the Participafiggncies agree to abide by a
new system of charges. This new system allows thg 1© equitably recover from all
Participating Agencies their proportional sharetloé net Metro System Costs through the
imposition of the following charges:

.1.1 1-SSC (Sewer System Charge)

5.1.2 2-NCCC (New Contract Capacity Charge).

5.2 B-SSC (Sewer System Charge)

The City shall determine the SSC based on the grgeMetro System Costs
(as defined below) for the forthcoming fiscal yelass all Metro System Revenues (as defined
below).

o1

2.1 1-Metro System Costs
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Comment from Otay:

The City should not be able to
transfer capacity that would strand an
asset paid for by Metro, and the City
must reimburse Metro for the capital
cost to replace the lost treatment
capacity at Point Loma WWTP
including any incremental cost to
increase conveyance capacity to
transfer wastewater that would have
been treated at the SBWRP.

Response to comment from Otay: Of
the portions of the Outfall owned by
the City, the Metro System has a
capacity right to 69.2 MGD and the
City as a separate and exclusive right
to 4.8 MGD. This provision only
relates to the exclusive portion, not
the portion owned as part of the
Metro System. (See Exhibit A, FN 1
for further discussion.)

Comment from Otay: This section
must be updated.

Comment from Nick Norvell (Metro
JPA): References to the Existing
Capacity Charge have been removed
because all payments for existing
capacity were completed in 2003 as
provided under the original
Agreement.




5.2.1..a-The following shall at a minimum be considered Metro System
Costs for purposes of calculating the annual SSC:

5.2.1.1..

5.2.1.1.

{H—Except as provided insection 5.2.1.2
(Excluded Costs-subsectionb—below), the annual
costs associated with administration, operation,
maintenance, replacement, annual debt service costs
and other periodic financing costs and charges, capital
improvement, insurance premiumslaims payments
and claims administration costs of the Metro Syste
including projected overhead. Overhead shall be
calculated using accepted accounting practices to
reflect the overhead costs of the Metro System.

{2-Fines or penalties imposed on the City as a
result of the operation of the Metro System, unless the
fine/penalty is allocated to the City or a Participating
Agency as provided in SectidhF72.6.7.

.  fees,

nt.

5.2.1..b—Excluded Costs. The following items shall not be considered
Metro System Costs for purposes of calculating the annual SSC

60409.000080914102.30914102.8

5.2.1.2.

5.2.1.2.

5.2.1.2.

5.2.1.2.

5.2.1.2.!

{4)>—Costs related to the City of San Diego’s
Municipal System as determined by reasonable
calculations;

{2-Costs related to the treatment of sewage from
any agency which is not a party to this Agreement

{3)-Costs related to the inspection and monitoring
program for the industrial dischargers located in San
Diego, including associated administrative and
laboratory services;

4)>-Right-of-way charges for the use of public
streets of the City or any Participating Agency. The
City and the Participating Agencies agree not to
impose a right-of-way charge for the use of its public
rights-of-way for Metro System purposges

{5)-Capital Improvement Costs of any non-Metro
System facility,

-18-

County comment: Claims costs should
exclude any costs resulting from
negligence of City or a PA.

Response to County comment: The
Committee discussed this with the
City, but the City explained that
excluding costs for some types of
claims would raise other types of costs
associated with the system.

Section 5.2.1.2.8 added in response to

County comment.

Comment from Nick Norvell (Metro
JPA): Removal of this language has
been suggested by the City of SD
because it is duplicative of Section
5.2.1.1.1, which already includes costs
of administration of the Metro System.

Comment from Tom Zeleny (City of
SD): Re deleted language, it could he
construed as an attorney’s fee

provision.

Additional comment based on phone
discussion between Tom Zeleny and
Nick Norvell: Removal of this
language entirely would be
appropriate because it is duplicative of
Section 5.2.1.1.1. That section
already includes costs of
administration of the Metro System.

Comment from Otay: Excluded costs
must include “Operation and
Maintenance Costs of the Water
Purification System.” (as referenced

in Section [11.C)

Response to comment from Otay WD:
Section 5.2.1.2.7 excludes “City Water
Utility PW Costs.” Under Exhibit F,
City Water Utility PW Costs means

all costs, including O&M and Capital
Improvement costs for the Water
Repurification System (as well as
other excluded costs).

Comment from Coronaddihat about
effluent from the Navy? They are not
a party to the Agreement.

For City review/comment.




5.2.1.2.1 {6)—Capital Improvement Costs for which an
NCCC is paid¢_and

5.2.1.2. {A-City Water Utility PW Costsas-defined-in

5.2.2 2-Metro System Revenues.

5.2.2..a—The following revenues shall be at a minimum cosrsd
Metro System Revenues for purposes of determirfiegannual
SSC:

5.2.2.1.. {4-Any grant or loan receipts or any other receipts
that are attributable to the Metro System, inclgdin
but not limited to, all compensation or receiptsnfr
the sale, lease, or other conveyance or transfanypf
asset of the Metro Systerard-; provided, however,
that this shall not include lany grant, loan, or other
receipts attributable to the Metro System companent
of the Pure Water Progra which are specifically
addressed in Section 5.2.2.1.8

5.2.2.1.. {2-All compensation or receipts from the sale or
other conveyance or transfer of any Metro System by
products, including, but not limited to gas, eleetr
energy, sludge products, and Reclaimed Water
(excepting therefrom any receipts allocated purst@n
shallneiinglndetnocoenncnn —luon ey
2-a-(6)-belewsection 5.2.2.1.3).

5.2.2.1.. {3)-The distribution of revenue from the sale of
Reclaimed Water from the North City Water
Reclamation Plant, including incentives for theesaf
Reclaimed Water, shall first be used to pay for the
cost of the Reclaimed Water Distribution Systenenth
the cost of the Operation and Maintenance of the
Tertiary Component of the North City Water
Reclamation Plant that can be allocated to the
production of Reclaimed Water, and then to the Metr

System.
5.2.2.1. {4)>-Any portion of an NCCC that constitutes
reimbursement of costs pursuant to Section
VHAA47.1.4
-19-
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Comment from Tom Zeleny (City of

SD): Regarding this new language,

does this really go into the SSC, or

does it only go into the calculation in

section 3.4.2?

Response from Nick Norvell (Metro

JPA): Language changed based on

comment from T. Zeleny.




5.2.2.1.! {5)-Any penalties paid under Sectigf-C7.3.

5.2.2.1.1 {6)—Proceeds from the

SoeondopEHluons
inCapital ExpenseRate, as calculated under
Exhibit F land allocated among theCity and
Participating Agencies in the proportions set farth
Column 8 ofExhibit G.

Comment from Tom Zeleny (City of

SD): Is this really allocated to each

5.2.2.1. Those portions of Repurified Water Revenue
attributableto the Metro System,as calculatedunder
Exhibit F and allocated among the Patrticipating
Agenciesin the proportionsset forth in Column 8 of

Exhibit G.

5.2.2.1. Any grant or loan receiptsor any other receipts
that are attributableto the Metro Systemcomponents
of the Pure Water Program,including, but not limited
to, all compensation or receipts from the salesdear
other conveyance or transfer of any asset of thedvie
Systemcomponent®f the Pure Water Program. Any
proceedsunder this sectionshall be allocatedamong
the City and the Participating Agencies in the
proportions set forth in Column 8 of Exhibit G.

5.2.2.:b-Excluded Revenue

5.2.2.2.. {4)—Capital Improvement Costs for which an
NCCC is paid;

5.2.2.2.. {2-Proceeds from the issuance of debt for Metro
systen$ystemprojects.

5.2.2.2.. {3)-Proceeds from the sale of Reclaimed Water

used to pay for the Reclaimed Water Distribution

System pursuant teubsectior2-a-{3pection5.2.2.1.3

above.

5.2.3 3 Calculation of SSC Ratgs

PA, or should it simply be Metro

System revenue that offsets Metro

System costs?

Comment from Otay:

This sample fiscal year estimate

should be done now to identify costs.

This is so the City can plan for the

electrical and flow meters needed to

separate costs and to identify how

staff full time equivalent charges will

be split for this calculation.

Will the City be reimbursing Metro

for all of its legal costs as well? Thi

[

section states that Metro will

reimburse the City for its legal costs

Is this allocation similar to the Metra

allocation where the City will end up

being responsible for the majority of
legal costs, or will all the member
agencies, excluding the City pick up!
the legal tab? All of the member
agencies are incurring legal costs
related to this contract amendment, |so
each agency should be responsible for
its own legal costs.

5.2.3..a—Prior to the initial implementation of the new syst of

60409.000080914102.30914102.8

charges, the City shall prepare a sample fiscal y=sdimate
setting forth the methodology and sampling dated us® a base
for Strength based biling (SBB) which includes wloand
Strength (Chemical Oxygen Demand (COD) and Suspknde
Solids (SS)). The analysis shall be submitted th d2articipating
Agency.
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Response to comment from Otay WD:

Attachment 1 of Exhibit F will be an
example of how costs are allocated for
Pure Water.

Please see the new paragraph of
Section 2.8 regarding electric and
flow meters and tracking of labor

costs.

Question from Committee to City
based on comment from Otay WD: |
City Attorney time for developing this
amendment being tracked such that i
can be excluded as a Metro System
cost? All other parties are bearing
their own costs/time for review by
their individual attorneys.

12

=3




5.2.3.:b-The City shall determine the unit SSC rates bycatimg net
costs (Metro System Costs less Metro System Resggrigtween
parameters of Flow, COD and SS. This allocatiobaised on the
approved Functional-Design Methodology analysesirfdividual
Capital Improvement Projects (CIPs) and estimatpdr@tion and
Maintenance (O&M) Costs allocated to the three ipatars. The
City may revise the calculations to include anyeotimeasurement
required by law after the effective date of thisréement.

5.2.3..e~The net cost allocated to each of the three pasméFlow,
COD and SS) shall be divided by the total Metrot&ysquantity
for that parameter to determine the unit ratesHow, COD and
SS. These unit rates shall apply uniformly to allrtlipating
Agencies.

5.2.4 4-Estimate and Billing Schedule and Year End Adjusiime

5.2.4.. a—Estimate--The City shall estimate the SSC rates on an annual

basis prior to January 15. The City shall quarttifg SSC rates

by estimating the quantity of Flow, COD and SS dach party,
based on that party's actual flow and the cumudatilata of
sampling for COD and SS over the preceding yeaiurhulative
data is no longer indicative of discharge from atiBipating
Agency due to the implementation of methods to cedBtrength,
previous higher readings may be eliminated.

5.2.4..b—Costs of treating Return Flow for solids handlingl we
allocated to the Participating Agencies in promortio their Flow
and Strength. Return Flow will not be counted agaithe
Participating Agencies’ Contract Capacity as shawgxhibit B.

5.2.4..e—SSCBilling—Sechedule—The City shall bill the Participating

Agencies quarterly, invoicing on August 1 , Novembg
February 1 and May 1. Each bill shall be paid witthirty (30)
days of mailing. Quarterly payments wil consist e total
estimated cost for each Participating Agency, basadtheir
estimated Flow, COD and SS, divided by four.

5.2.4.ce—Year-End-Adjustments——At the end of each fiscal ygathe
City shall determine the actual Metro Syste@osts and the

actual Flow as well as the cumulative Strength datathe City

and each of the Participating Agencies. The Cigllshake any
necessary adjustments to the unit rates for Flo@DGnd SS
based on actual costs for the year. The City sheti recalculate
the SSC for the year using actual costs for the, yeaual Flow,
and cumulative Strength factors (COD, SS and Reflow) for

the City and for each Participating Agency. TheyGihall credit

County comment: Consider adding a
time limit to complete true-up.
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any future charges or bill for any additional amsudue, the
quarter after the prior year costs have been aldite

5.3 E©-NCCC (New Contract Capacity Charge)

If New Contract Capacity is required or requestgdabParticipating Agency,
pursuant toSeetiofArticle VII, the Metro System shall provide the needed requested
capacity, provided that the Participating Agencyeag to pay an NCCC in the amount
required to provide the New Contract Capacity. Neantract Capacity shall be provided
pursuant toSeetierticle VII.

5.4  B-Debt Financing

The City retains the sole right to determine thmirty and amount of debt

financing required to provide Metro System Faetiti :
Comment from Nick Norvell (Metro JPA): In

2010, theCity and Metro JPA agreed to

5.5 E-Allocation of Operating Reserves and Debt Serviogefage a protocol related to operating
reserves and debt service under the
The parties shall continue to comply with the 208dministrative Protocol on agreement and have been operating in
Allocation of Operating Reserves and Debt ServiceveCage to Participating Agencies, accordance with the protocal since

that time. This will add the protocol

attached hereto and incorporated herein as ExXBibit
as a formal part of the Agreement.

VI. PLANNING

6.1 A—Projected Flow and Capacity Report

Commencing on July 1, 1999, each Participating Ageshall provide the City
and the Metro Commission with a ten-year projectidrits Flow and capacity requirements
from the Metro System. The Agencies shall disclasg plans to acquire New Capacity outside
the Metro System. This “Projected Flow and CapaRigport” shall be updated annually.

6.2  B-Other Planning Information

Each Participating Agency shall provide the Citythwisuch additional
information as requested by the City as necessariétro System planning purposes.

6.3 E©-Ten-Year Capital Improvement Plan

The City shall prepare a Ten-Year Capital Improvemelan for the Metro
System that describes the facilities necessarptwvay, treat, and dispose of, or reuse all Flow
in the Metro System in compliance with all applieabules, laws and regulations. The plan
shall be updated annually.

6.4  B-Notice to Metro Commission
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In the event that the City is not able to includfacility in the Ten-Year Capital
Improvement Plan, the City shall notify the Metrorfimission as soon as possible before the
detailed design or construction of such facilitpyided that the facility will significantly impact
the Metro System.

VII.  FACILITIES SOLELY FOR NEW CONTRACT CAPACITY

The Participating Agencies and City are obligatedbay for the acquisition or
planning, design, and construction of new facditie the Metro System that are needed solely
to provide New Contract Capacity only under thenteprovided below.

7.1  A-Determination of Need for New Contract Capacity

7.1.1 1—As part of its planning efforts, and consideringe tiplanning
information provided to the City by the ParticipatiAgencies, the City
shall determine when additional facilties beyorlibge acquired or
constructed pursuant t®ectiorticle Il above will be necessary solely
to accommodate a need for New Contract CapacitgenMetro System,
whether by the City or by the Participating Agesci@he City shall
determine: (1) the amount of New Contract Capaniégded; (2) the
Participating Agency or Agencies, or the City, &e tase may be, in
need of the New Contract Capacity; (3) the type kwétion of any
capital improvements necessary to provide the Nemt@ct Capacity;
(4) the projected costs of any necessary capitptasements; and, (5)
the allocation of the cost of any such facilities the Participating
Agency and/or the City for which any New Contracp@city is being
developed. The City shall notify the Participatidggencies of its
determination within sixty days of making such detieation.

~
=
N

2—The City or Participating Agency or Agencies in theef New
Contract Capacity as determined by the City pursuanRaragraph
dsection 7.1.1above, may choose, in their sole discretion, taiokiNew
Capacity outside ofhe Metro System in lieu of New Contract Capacity.
Under such circumstances, the Participating AgemcyAgencies shall
commit to the City in writing their intent to obitasuch New Capacity.
Upon such commitment, the City shall not be regui® provide New
Contract Capacity to such Agency or Agencies agretise required
under this Agreement.

~
=
w

3—The Participating Agencies shall have six montlsnfrthe date of
notice of the determination within which to comment or challenge all
or part of the City’'s determination regarding Newn@act Capacity, or
to agree thereto or to commit, in writing, to obtdilew Capacity
outside of the Metro System. Any Participating Ageobjecting to the
City's determination shall have the burden to comeeeand diligently
pursue the formal dispute resolution procedurethisfAgreement within
said six month period. The City’s determinationlisbecome final at the
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close of the six month comment and objection period. The City's
determination shall remain valid notwithstanding commencement of
dispute resolution unless and untikt-aside-by—a—finak—binding,
determination-ofan-arbitratotherwise agreed tpursuant to the dispute
resolution processetforth-in-thisAgreemerh Article IX, or pursuant

to a final court order

~
[EEN
iy

4-The City and the Participating Agency or Agencies which need New

Contract Capacity shall thereafter enter into an agreement specifying the
terms and conditions pursuant to which the New Contract Capacity will

be provided, including the amount of capacity and the New Contract

Capacity. Each party obtaining New Contract Capacity shall reimburse
the Metro System for the costs of acquisition, planning, design, and
construction of facilities necessary to provide the New Contract Capacity
that have been paid by other parties under SettibB-37.2.3

~
=
(2]

5-The parties recognize that the City may acquire and plan, design and
construct facilities that are authorized pursuant to Betttiorticle 111

and Seetierticle VII of this Agreement. Under such circumstances, the
City shall allocate the costs and capacity of such facilities pursuant to
Seetiorirticle 1l and Sectionvi-A-17.1.1as applicable.

7.2  B-Charges for Facilities Providing New Contract Capacity

~
N
=

1-The expense of acquisition, planning, design, and construction of New
Contract Capacity shall be borne by the City or the Participating Agency
or Agencies in need of such New Contract Capacity.

~
N
N

2—Notwithstanding any provision in this Agreement, the City and the
Participating Agencies shall pay for the Operation and Maintenance Costs
of all facilities pursuant to the payment provisionsSaktierticle IlI,
including those facilities acquired and constructed to provide New
Contract Capacity in the Metro System.

~
N
w

3—Charges for the acquisition, planning, design and construction of
facilities solely to provide New Contract Capacity shall be paid for by the
Participating Agencies and the City pursuant to the payment provisions in
Sectiowrticle 11l of this Agreement until an agreement is reached under
SectionVH-A4-7.1.4 or pending the resolution of any dispute relating to
the City’'s determination with respect to New Contract Capacity.

~
N
i

4-As a ministerial matter, the City shall prepare amendments to Exhibits
A and B to reflect the acquisition or construction of facilities to provide
New Contract Capacity pursuant to tlisectiorrticle. The City shall

give notice of the Amendments to the Participating Agencies, and shall
provide copies of the Amendments with the notice.
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VIII.

Participating Agency. Each Participating Agency shall have the right to appoint a representative

C2opalbformallure e Pay

7.3

Liguidated Damages.

7.3.1

~

N

1—-The parties recognize that appropriate capacity and long term
planning for same are essential to the proper provision of sewerage
service. In recognition of same, the parties agree that discharge beyond

Contract Capacitysheuld-be-penalizewvill result in damageghat are
difficult to determine Therefore,inthe damagesare being liquidatedin

an amountestimatedto the actualdamagethat will be incurred by the

City, andis not a penalty. In the event that a Participating Agency

exceeds its Contract Capacity after the City has given notice that New
Capacity is required, said Participating Agency shall be assessed and
pay a guarterlypenaltfiquidated damagesuntil such time as the
Participating Agency obtains the required New Capacity. The
penaltjiquidated damagesshall be fifteen percent (15%) of the
quarterly charges authorized pursuant to this Agreement times the
amount of Flow which exceeds the Participating Agency's Contract
Capacity for thefirst—quarter—twenty-fivepercent{25%)of-such
B = T L e e s =R NI NN (Ol
e ’ ety f : : :
every-guarter-thereafteach quarter in which any exceedance occurs.

2—In the event that a Participating Agency fails to pay the charges
imposed under this Article after the City has given notice that payment
is required, said Participating Agency shall be assessed and shall pay

penalty-effifteeliquidated damages of tgrercent £510%) of the total
outstanding charges each quarter until said charges are paid in full

THE METRO COMMISSION

8.1

A—Membership

The Metro Commission shall consist of one representative from each

of its choice to the Metro Commission. If a Participating Agency is a dependent district whose

governing body is that of another independent public agency that Participating Agency shall be

represented on the Metro Commission by a representative appointed by the governing body
which shall have no more than one representative no matter how many Participating Agencies
it governs. Each member has one vote in any matter considered by the Metro Commission. The
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Comment from Tom Zeleny (City of

SD): With all respect to our legal

predecessors, this is an unenforceable

penalty provision. We need to convert

this to a liquidated damages provision.

Note: The City has suggested the

changes shown to Section 7.3.




Metro Commission shall establish its own meetinigesicle and rules of conduct. The City may
participate in the Metro Commission on an ex daffiaion-voting basis.

8.2  B-Advisory Responsibilities of Metro Commission

8.2.1 1-The Metro Commission shall act as an advisory badiyising the
City on matters affecting the Metro System. They Ghhall present the
position of the majority of the Metro Commission the City's
governing body in written staff reports. The Met@mmmission may
prepare and submit materials in advance and magaagt any hearings
on Metro System matters and present its majoritgitiom to the
governing body of the City.

.2.2 2-The Metro Commission may advise the City of itsifims on any
issue relevant to the Metro System.

IX. DISPUTE RESOLUTION

City of SD suggests moving to non-
binding mediation, rather than
binding arbitration.

9.1  A-VeluatanMandatoryNon-Binding Mediation

This Section governs all disputes arising out & fgreement. A

Arbitrationlf a dispute arisesamong the parties relating to or arising from a
party’s obligationsunder this Agreementthat cannotbe resolvedthroughinformal discussions
and meetings the partiesinvolved in the disputeshallfirst endeavorto settlethe disputein an
amicable manner,using mandatorynon-bindingmediationunder the rules of JAMS, AAA, or
any other neutralorganizationagreedupon by the partiesbeforehavingrecoursen a court of
law. Mediationshall be commenced by sending a Notice of DemandvbitratieAiMediation
to the other party or parties to the dispute. Aycof the notice shall be sent to the City, all

other Part|C|pat|ng Agencies, and the Metro Commlss\leneeshau-begweﬂm—aeee;danee

9.2  Selection of Mediator.

A single mediatorthat is acceptablgo the partiesinvolved in the disputeshall
be usedto mediatethe dispute.The mediatorwill be knowledgeablen the subjectmatter of
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this Agreement,if possible,and chosenfrom lists furnished by JAMS, AAA, or any other
agreed upon mediator.

9.3  Mediation Expenses.

The expensef witnessesfor either side shall be paid by the party producing
such witnesses.All mediation costs, including required traveling and other expensef the
mediator, and the cost of any proofs or expert advice producedat the direct requestof the
mediator, shall be Metro System costs.

9.4  Conduct of Mediation.

Based on suggested addition by El
Cajon.

be allowed. The discussions, statements, writimgsamissions arldny offers to compromise
during the proceedingill be confidentialto the proceedinggpursuantto California Evidence

Mediation hearings will be conducted in an informmnner. Discovery shall not A

Code Sections1115 — 1128 and 1152) and will not be usedfor any other purposeunless
otherwiseagreedby the partiesin writing. The partiesmay agreeto exchangeany information
they deemnecessaryThe partiesinvolved in the disputeshall have representativeattendthe
mediation who are authorizedto settle the dispute, though a recommendatiorof settlement
may be subjectto the approvalof eachagency’sboardsor legislative bodies.Either party may
have attorneys, witnesses or experts present.

9.5 Mediation Results.

Any resultantagreementfrom mediationshall be documentedn writing. The
resultsof the mediationshall not be final or binding unlessotherwiseagreedto in writing by
the parties. Mediatorsshall not be subjectto any subpoenaor liability and their actionsshall
not be subject to discovery.

9.6 ES-Performance Required During Dispute
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Nothing in this Seetiofirticle shall relieve the City and the Participating
Agencies from performing their obligations underisthAgreement. The City and the
Participating Agencies shall be required to complith this Agreement, including the
performance of all disputed activity and disputeayrpents, pending the resolution of any
dispute under this Agreement.

9.7 Offers to Compromise

Any offers to compromisebefore or after mediation proceedingswill not be
usedto prove a party’s liability for loss or damageunlessotherwiseagreedby the partiesin
writing (pursuant to Evidence Code Section 11.52.

X. INSURANCE AND INDEMNITY

10.1 A-City Shall Maintain All Required Insurance

10.1.14—The City shall maintain all insurance required I, including
workers’ compensation insurance, associated wihdperation of the
Metro System.

10.1.2 2-Throughout the term of this Agreement the City lspabcure and
maintain in effect liability insurance covering, the extent reasonably
available, any and all liability of the City, the difo System and the
Participating Agencies, including their respectiofficers, directors,
agents, and employees, if any, with respect to riming out of the
ownership, maintenance, operation, use and/or @rwypof the Metro
System and all operations incidental thereto, éholy but not limited to
structural alterations, new construction and deroali including
coverage for those hazards generally known in rtkarance industry as
exploding, collapse and underground property damage

10.1.33—Said insurance shall name the City, and its resgeabfficers,
employees, and agents, and shall have a limit df less than
$24,000,000 combined single limit per occurrence Badily injury,
personal injury and property damage suffered by peyson. Said
insurance may provide for a deduction from coveraggch deductible
shall not be more than $1,000,000. Said limits @ndéductible may be
adjusted from time to time. Said insurance may\éeaced by a policy
or policies covering only the Metro System or byl@sement to bring
the same within a blanket policy or policies heid the City covering
other properties in which the City has an intepsivided the policy or
policies have a location aggregate provision. Thity @ay satisfy the
first $1,000,000 per occurrence with a self-insuearetention program
for public liability claims. The policy or policieshall name the
Participating Agencies as additional insureds wéhidence of same
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El Cajon.

Comment from Coronadhould the
insurance coverages be reviewed and
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supplied to each. Insurance premiums, claims paggmend claims
administration costs shall be included in the cotapon of the SSC.

10.2 B-Substantially Equivalent Coverage

In the event of a transfer of the Metro System twoapublic entity pursuant to
Seetiorfrticle 1l, coverage substantially equivalent to all thbowe provisions shall be
maintained by any successor in interest.

XI. INTERRUPTION OF SERVICE

Should the Metro System services to the Particigath\gencies be interrupted as a
result of a major disaster, by operation of fedenalstate law, or other causes beyond the
City's control, the Participating Agencies shall continue all paytserequired under this
Agreement during the period of the interruption

XIl.  NOTICES REQUIRED UNDER AGREEMENT

The City and each Participating Agency shall giwatice when required by this
Agreement. All notices must be in writing and eitserved personally, or mailed by certified
mail. The notices shall be sent to the officeretisfor each party, at the address listed for each
party in Exhibit D in accordance with thiSectiofrticle. If a party wishes to change the
officer and/or address to which notices are giviie, party shall notify all other parties in
accordance with thiSeetierfrticle. Upon such notice, as a ministerial matter, thiy €hall
amend Exhibit D to reflect the changes. The amentiskall be made within thirty (30) days
after the change occurs. The City shall keep aratggdversion of Exhibit D on file with the
City SlerkPublic Utilities Department The City shall provide a copy of the amended Bk
to all parties.

XIll. EFFECTIVE DATE AND TFERMINATION-EXPIRATION
13.1 A-—Effective Date

This Agreement shall be effective thirty (30) dafter execution by the City
and all of the Participating Agencies, and shallda¢ed as of the signature date of the last

executing party—sen-the-clicetvedoteatthisAgrecmentihc 1008 Aarcomenishallboof
pe—tthertorscopndoffoct

13.2 Expiration
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Subject to the rights and obligations set fortisectionxH-C—belowl3.4 this
Agreement shallterminat@xpire on December 312065. This Agreement is subject to
extension by agreement of the parties. The pastiaf commence discussions on an agreement
to provide wastewater treatment services beyondyéa 2065 on or before December 31,
2055.

13.3 DB—Contract Capacity Rights SurvivieerminatiofExpiration

The Participating Agencies’ right to obtain wastesvareatment services from
the facilities referred to in, or constructed parsuto this Agreement shall survive the
terminatioexpirationof the Agreement. Provided however, upon expinatb this Agreement,
the Participating Agencies shall be required to {heyr proportional share based on Flow and
Strength of all Metro System Costs (Capital Improgat Costs and Operation and
Maintenance) to maintain their right to such tresmimservices. Provided further, that in the
event that the Participating Agencies exerciser thghts to treatment upon expiration of this
Agreement, the City shall have the absolute riglithout consultation, to manage, operate and
expand the Metro System in its discretion.

13.4 E-Abandonment

After December 31, 2065, the City may abandon thetrtM System upon
delivery of notice to the Participating Agencies {&0) years in advance of said abandonment.
Upon notice by the City to abandon the Metro Systéma parties shall meet and confer over
the nature and conditions of such abandonment.htn dvent the parties cannot reach
agreement, the matter shall be submittedatbitratiormediation under the—provisions-of
Seectiorfrticle 1X. In the event of abandonment, the City shathire ownership of all Metro
System assets free of any claim of the Particigatigencies.

XIV. GENERAL
14.1 A—Exhibits

1. This Agreement references Exhibits A through G. FEaxhibit is
attached to this Agreement, and is incorporateckiheby reference. The exhibits are as
follows:

Exhibit A Metro Facilities
Exhibit B Contract Capacities
Exhibit C Allocation of Operating Reserves and Debt Service

Coverage to Participating Agencies

Exhibit D Notice Listing;
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Comment from Nick Norvell (Metro

JPA): The term of the Agreement

would be extended 15 years to allow

for cost recovery by wastewater if the

wastewater costs of the Pure Water

Program exceed the costs of

converting the Point Loma WTP to

full secondary at 165 MGD capacity,

Comment from Otay: Not provided.
Need exhibit to follow the agreement.

All Exhibits will be included with this
version of the Agreement.

Comment from Otay: Not provided.
Need exhibit to follow the agreement.
Values for the County need to be
totals to be consistent with Section IlI.
Payment and Monitoring Provisions,
Subsection D.3.b and c.

Comment from Otay: Not provided.
Need exhibit to follow the agreement.

Comment from Otay: Not provided.
Need exhibit to follow the agreement.




Exhibit E Map of Reclaimed Water Projefts

Exhibit F Pure Water Cost Allocation argemmedity
RatdRevenuesard

Exhibit G Metro-System-Capacity-Pool-AllecatPdb0 Flow
Projections

14.2 B-Amendment of Agreement

Except as provided in this Agreement, and recoggithat certain amendments
are ministerial and preapproved, this Agreement b®yamended or supplemented only by a
written agreement between the City and the Paatitig Agencies stating the parties’ intent to
amend or supplement the Agreement.

14.3 C-Construction of Agreement

14.3.1 3-Drafting of Agreement

It is acknowledged that the City and the Parti¢igatrgencies, with the
assistance of competent counsel, have participatéee drafting of this
Agreement and that any ambiguity should not be tcoed for or against
the City or any Participating Agency on accounsoth drafting.

14.3.2 2-Entire Agreement

The City and each Participating Agency represearrant and agree that
no promise or agreement not expressed herein tes roade to them,
that this Agreement contains the entire agreemetween the parties,
that this Agreement supersedes any and all priotreemgents or
understandings between the parties unless othepsiséded herein, and
that the terms of this Agreement are contractuel Bt a mere recital;
that in executing this Agreement, no party is rglyon any statement or
representation made by the other party, or the rotharty’s
representatives concerning the subject matter,s basieffect of this
Agreement other than as set forth herein; and ¢hah party is relying
solely on its own judgement and knowledge.

14.3.3 3-Agreement Binding on All

This Agreement shall be binding upon and shallénta the benefit of
each of the parties, and each of their respectivessors, assigns,
trustees or receivers. All the covenants containetthis Agreement are
for the express benefit of each and all such parfidis Agreement is
not intended to benefit any third partieand any such third party
beneficiaries are expressly disclaimed
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Comment from Otay: Not provided.
Need exhibit to follow the agreement.

Comment from Otay: This Exhibit is
described as "Stipulated Final Orden
for Injunctive Relief” in Section I.S.
and as “Map of Reclaimed Water
Projects” in Section XIV.A.1.

Comment from Otay: This Exhibit is
described as "Stipulated Final Ordern
for Injunctive Relief” in Section I.S.
and as “Map of Reclaimed Water
Projects” in Section XIV.A.1.

Comment from Otay: Otay WD
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agreement that changes the way Otay
WD will be billed. Otay WD reserves
the right to modify these values,
without penalty. This section penalizes
an agency that doesn’t have any land
use authority for any projects within

its District and has already made a
significant investment in non-potable
reuse.




14.3.4 4-Severability

14.3.4.1 Should any provision of this Agreement be heldalid or

illegal, such invalidity or illegality shall not walidate the whole of this

Agreement, but, rather, the Agreement shall betcoed as if it did not

contain the invalid or illegal part, and the riglatsd obligations of the

parties shall be construed and enforced accordiegleptto the extent

that enforcementof this Agreementwithout the invalidated provision i

would materially and adversely frustrate either the City's or a commeniominicdionslK(ieig
Participating Agency's essential objectivest forth in this Agreement JPA): What would happen if this wefe

the case?
14.3.4.2 'Should a court determinethat one or more componentof the New language suggested by City of
allocation of costs set forth in this Agreementplacesthe City or a Sb.
Participating Agency in violation of Article Xlll, Section 6 of the
California Constitution with respect to their raagprs, such components
shall no longer be of force or effect. In suchan event the City andthe
Participating Agenciesshall promptly meet to renegotiatethe violative
componentof the costallocationto comply with Article XlIl, Section6
of the California Constitution,and use the disputeresolutionprocessin
Article 1X of this Agreementif an agreementannotbe reachedthrough Comment from Tom Zeleny (City of
direct neaotiatioh SD): We may all negd thls,_ they way
direct negotiatioj Prop 218 keeps getting stricter.

14.3.5 5-Choice of Law

This Agreement shall be construed and enforcedupatsto the laws of
the State of California.

14.3.6 6-Recognition of San Diego Sanitation District as G&ssor to Certain
Parties.

The parties hereby acknowledge and agree that déneCego County
Sanitation District is a Participating Agency undeis Agreement as the
successor in interest to the Alpine Sanitation rigist East Otay Mesa
Sewer Maintenance District, Lakeside Sanitationtrigts Spring Valley

Sanitation District, and Winter Gardens Sewer Maianhce District.

14.4 D-Declarations Re: Agreement

14.4.1 2-Understanding of Intent and Effect of Agreement

The parties expressly declare and represent that bave read the
Agreement and that they have consulted with thespective counsel
regarding the meaning of the terms and conditimmained herein. The
parties further expressly declare and represenmtthigy fully understand
the content and effect of this Agreement and thgyr@ve and accept
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the terms and conditions contained herein, and tiiat Agreement is
executed freely and voluntarily.

14.4.2 2-Warranty Regarding Obligation and Authority to Entato This
Agreement

Each party represents and warrants that its regpeabligations herein
are legal and binding obligations of such partyt teach party is fully
authorized to enter into this Agreement, and that gerson signing this
Agreement hereinafter for each party has been duthorized to sign
this Agreement on behalf of said party.

14.5 3-Restrictions on Veto of Transfers and Acquisitiofiapacity

Each party understands and agrees that this Agrgéegmverns its
respective rights and responsibilities with resgecthe subject matter hereto and specifically
recognizes that with respect to the transfer armguisition of Contract Capacity (Section
PMB4.2) or the creation of New Contract Capacity for amarticipating Agency
(Seetiotfrticle VII), no Participating Agency has a right to vedo prevent the transfer of
capacity by and among other Participating Agenciewith the City, or to veto or prevent the
creation or acquisition capacity for another Pgréitng Agency or Agencies, recognizing that
by signing this Agreement each Participating Agehag expressly preapproved such actions.
The sole right of a Participating Agency to objeatany of the foregoing shall be through
expression of its opinion to the Metro Commissionl,awhere applicable, through exercise of
its rights under the dispute resolution provisiofishis Agreement.

14.6 4-Right to Make Other Agreements

Nothing in this Agreement limits or restricts thight of the City or the
Participating Agencies to make separate agreerm@ntmg themselves without the need to
amend this Agreement, provided that such agreemmmgtsconsistent with this Agreement.
Nothing in this Agreementor Exhibit F limits or restricts the right of the City or the
ParticipatingAgenciesto enterinto separateagreementfor the purchaseor saleof Repurified
Water producedby the Water Repurification Systemor sharingin City Water Utility PW Placeholder comment in case

Costs. Such agreementsshall not laffect the cost allocation and Metro System revenues forg";??g\‘llerﬁz Is replaced with other
delineated in Exhibit F.

14.7 Limitation of Claims

Notwithstanding any longer statute of limitations in State law, for
purposesof any claims assertedby the City or a Participating Agency for refunds of
overpayments or collection of undercharges arisinder this Agreement, the parties agree that
suchrefundsor collections shall not accruefor more than four yearsprior to the date that
notice of suchclaim is receivedby the City or a ParticipatingAgency. This also appliesto any
related adjustmentsto each Participating Agency’s share of net Metro System costs or
revenuesesultingfrom the resolutionof suchclaims. The City andthe ParticipatingAgencies
herebywaive any applicablestatuteof limitations available under State law that exceedfour
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years In no caseshall the limitations period statedin this sectionbeginto accrueuntil the

date that the annual audit and year-end adjustfmemt which the claim arises are complete.

14.8 5-Counterparts

This Agreement may be executed in counterpartss Agreement shall
become operative as soon as one counterpart heasobeen executed by each party. The
counterparts so executed shall constitute one Aggee notwithstanding that the signatures of
all parties do not appear on the same page.

14.9 No Third Party Beneficiaries

This Agreementis intendedto benefit only the parties hereto and no
other personor entity has or shall acquire any rights hereunder.This Agreementdoes not
create any third party beneficiary rights.

SIGNATURES ON FOLLOWING PAGES
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IN WITNESS WHEREOF, the Parties have executed Ahiendment and Restated Regional

Wastewater Disposal Agreement as of the datedestforth above.

CITY OF CHULA VISTA

Approved as to Form:

Name:

Name:

Title:

Title:

CITY OF CORONADO

Approved as to Form:

Name:

Name:

Title:

Title:

CITY OF DEL MAR

Approved as to Form:

Name:

Name:

Title:

Title:

CITY OF EL CAJON

Approved as to Form:

Name:

Name:

Title:

Title:

CITY OF IMPERIAL BEACH

Approved as to Form:

Name:

Name:

Title:

Title:

CITY OF LA MESA

Approved as to Form:

Name:

Name:

Title:

Title:

LEMON GROVE SANITATION

Approved as to Form:

DISTRICT
Name: Name:
Title: Title:

CITY OF NATIONAL CITY

Approved as to Form:

Name: Name:
Title: Title:
_35_
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OTAY WATER DISTRICT

Approved as to Form:

Name:

Name:

Title:

Title:

PADRE DAM MUNICIPAL WATER

Approved as to Form:

DISTRICT

Name:

Name:

Title:

Title:

CITY OF POWAY

Approved as to Form:

Name:

Name:

Title:

Title:

CITY OF SAN DIEGO

Approved as to Form:

Name:

Name:

Title:

Title:

SAN DIEGO COUNTY SANITATION

Approved as to Form:

DISTRICT

Name: Name:

Title: Title:
_36_
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EXHIBIT A

I METRO FACILITIES AS OF 6/27/18

|  Existing Facilities

Pt. Loma Wastewater Treatment Plant
Pt. Loma Ocean Outfall

Pump Station #1

Pump Station #2
South Metro Interceptor

North Metro Interceptor

Metro Force Mains 1 & 2

Digested Sludge Pipeline

North City Water Reclamation Plant

Metro Biosolids Center (NCWR Plant Related Fae#ji
North City Tunnel Connector

North City Raw Sludge Pipeline

Centrate Pipeline

Rose Canyon Parallel Trunk Sewer

Second Rose Canyon Trunk Sewer

East Mission Bay Trunk Sewer

Morena Blvd. Interceptor

South Bay Water Reclamation-Plant

Dairy Mart Road & Bridge Rehab

Grove Avenue Pump Station

Grove Avenue Pump Station Sewer Pipeline

South Bay Raw Sludge Pipeline

South Bay Land/Ocean Outfall

Environmental Monitoring & Technical Services Lahtmry
Centrate Treatment Facility at Metropolitan BiodslCenter
Metro Operations Center (Iv10C) Complex (based rmual facilities allocation)

| Additional Metro Facilities

CLERK]Note: The below listed facilities could be requiras part of the Metro System
for

hydraulic capacity, good engineering practices anddmpliance with applicable law,
rules or requlations, including OPRA, and the ammdtion of the City's waiver of

1 The South Bay Land/OceanQutfall is jointly ownedby the InternationalBoundaryand Water Commission,
U.S. Section(60.06%)and the City of SanDiego (39.94%). The capacityof the City’s portion of the outfall as
of the dateof this Agreementis 74 MDG averagedry weatherflow, of which the Metro Systemhasa capacity
right to 69.2 MGD and the City as an exclusive tith4.8 MGD.

EXHIBIT A
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applicable treatment standards at the Point Lomat®\Mater Treatment Plant

("Waiver").

South Bay Sludge Processing Facility
South Bay Secondary Treatment Plant, Phase | (2DMG
South Bay Secondary Sewers, Phase |

Note: These facilities could be required as parthefMetro System for hydraulic
capacity, good engineering practices, compliandd ®PRA, and to maintain the City's
Waiver. In the event that hydraulic capacity densarad the obligations of OPRA (or
its successor) or the terms of the City's Waivemngde, these facilities may not be
required or may be modified or supplemented, asojate, pursuant tthe terms of
this Agreement.

South Bay Secondary Treatment Plant, Phase Il (ZDM

South Bay Secondary Sewers, Phase Il

Note: These facilities could be added to the M&ystem as part of Phase | of the
Pure Water Program.

Expansion of North City Water Reclamation Plant
Morena Pump Station

EXHIBIT A-2
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Metro Agency

Chula Vista

Coronado

Del Mar

East Otay Mesa

El Cajon

Imperial Beach

La Mesa

Lakeside-Alpine

Lemon Grove

National City

Otay

Padre Dam

Poway

Spring Valley

Wintergardens
Subiotal

Revised 04212010

Original
Comtract

Capacity

19.843

3.078

0.821

0.000

10.260

3.591

6.464

4.586

2.873

7.141

1.231

6.382

5,130

10.978

60409.000080914102.30914102.8

EXHIBIT B

CONTRACT CAPACITIES

Annual Average Daily Flow

in

Millions of Gallons Per Day

Additional
Comtract

Qap_acigf' Cap acity”

1.021
0.172
0.055
0.000
0.655
0.164
0.359
0.255
0.154
0.346
0.056
0.343
0.264
0.545
0.068

4,459

New
Contract

0.000

0.000

0.000

0.000

0.000

0.000

0.000

0.000

0.000

0.000

0.000

0.000

0.000

EXHIBIT B

Transferred  Total Percent
Contract  Confract of
Capacity’  Capacity _Total
0.000 20.864 8.182%
0.000 3.250 1.275%
0.000 0.876 0.344%
1.000 1.000 0.392%
0.000 10.915 4280%
0.000 3.755 1.473%
0.170 6.993 2.742%
0.000 4.841 1.898%
0.000 3.027 L187%
0.000 7.487 2.936%
0.000 1.287 0.503%
(0.500) 6.223 2.441%
0.500 5.894 2.312%
(L170) 10.353  4.060%
0.000 1.309 0.513%
0.000 88.078  34.540%
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Original  Additional  New Transferred  Total Percent
Contract  Contract  Contract Contract  Contract of
Metro Agency  Capacity  Capacity!  Capacity” Capacity”  Capacity Total
San Diego 156.381 10.541 0.000 0.000 166,922  65.460%
Total 240.000 15.000 0.000 000 255,000 100.00%

=

Additional Contract Capacity is capacity allocapedsuant to Section 4.3.1 of the Agreement.

[~

New Contract Capacity is capacity obtained purst@ar8ection 6 of the Agreement.

w

3. Transferred Contract Capacity is capacity obtaim@duant to Section 4.2 of the Agreement.

EXHIBIT C
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EXHIBIT C

ADMINISTRATIVE PROTOCOL ON ALLOCATION OF OPERATING RESERVES
AND DEBT SERVICE COVERAGE TO PARTICIPATING AGENCIES

EXHIBIT C
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City Manager

City of Chula Vista
276 Fourth Avenue
Chula Vista, CA 91919
Phone: 691-5031

Fax: 585-5612

City Manager

City of Coronado
1825 Strand Way
Coronado, CA 92113
Phone: 522-7335
Fax: 522-7846

City Manager

City of Del Mar

1050 Camino Del Mar
Del Mar, CA 92014
Phone: 755-9313 ext. 25
Fax: 755-2794

City Manager

City of El Cajon

200 E—Main-Stredlivic
Center Way

El Cajon, CA 92020
Phone: 441-1716
Fax: 441-1770

City Manager
City of Imperial Beach
825 Imperial Beach Bivd.

Imperial Beach, CA 91932

Phone: 423-8300 ext. 7
Fax: 429-9770

60409.000080914102.30914102.8

EXHIBIT D

NOTICE LISTIN G

City Manager

City of La Mesa
8130 Allison Avenue
La Mesa, CA 91942
Phone: 667-1101
Fax: 462-7528

City Manager

City of Lemon Grove
3232 Main Street

Lemon Grove, CA 91945
Phone: 464-6934

Fax: 460-3716

City Manager

City of National City
1243 National City Bivd.
National City, CA 91950
Phone: 336-4240

Fax: 336-4327

City Manager

City of Poway

13325 Civic Center Drive
Poway, CA 92064
Phone: 679-4200

Fax: 679-4226

EXHIBIT D

Each agency: Please review and
update contact information as

appropriate.

City Manager

City of San Diego
202 “C” Street

San Diego, CA 92101
Phone: 236-5949
Fax: 236-6067

Chief Administrative Officer
County of San Diego

1600 Pacific Highway, Rm. 209
San Diego, CA 92101

Phone: 531-5250

Fax: 557-4060

General Manager

Otay Water District

2554 Sweetwater Springs Blvd.
Spring Valley, CA 91977
Phone: 670-2210

Fax: 670-2258

General Manager

Padre Dam Municipal Water
District
10887-Weoedside-Aveng800

Fanita Pkwy

Santee, CA 92071
Phone: 258-4610
Fax: 258-4794



EXHIBIT E

MAP OF RECLAIMED WATER PROJECTS

MIM'.( awilelrdgn
03-MAY-1995 12:46 .

4 |MIRAMAR RO, EXT. _
[ MAAMAR STORAGE TANK /RM.CON

o1 PRESSUNE ZONE BOUNDARY
e BACKHONE PIPELINES
________-—-—-—'-"_"—'__7_-

i)

LAIMED WATER' DI
Nonm cmjfwmn HECLAMATION 'PLAN

EXHIBIT E
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EXHIBIT F

PURE WATER COST ALLOCATION AND CSOMMOBHY-RATE-REVENUES

EXHIBIT F
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EXHIBIT G

METFRO-SYSTEM-CARPACHY-POOL-ALLOCATHON—
2050 FLOW PROJECTIONS

EXHIBIT G
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EXHIBIT F

PURE WATER PROGRAM COST ALLOCATION AND COMMOBI-
RATEREVENUES

part of the Pure Water Program the Clty mtendmo:drfy the North City Water Reclamation
Plant (a Metro System facility) and expand its citgato 52 mgd. In addition, the City
intends to construct the North City Advanced WeRerification Facility on a nearby site to
produce Repurified Waterin-the-future-the-Partiesanticipatethat the-City-may-construet,
FRsdine—er—mennnelethor Mintee Soeponsnallines Ineonpoctonyiin thosracueton of
Fresuabed et n e e e e e s Precen ),

This Exhibit F sets forth the costs and revenuesaated with the Pure Water
Program which are, or are not, attributable to Ntetro System.

L A Costs Excluded from Metro System Costs

All of the following Pure Water Program costs, udihg Capital Improvement Costs,
Operation and Maintenance Costs, and other rekdsts (including administration, insurance,
claims, and overhead) are excluded as Metro Sy€lestis for purposes of calculating the
annual Sewer System Charge, and shall be the rgibion of City's water utility (“City
Water Utility PW Costs”), unless otherwise expressly agreed to pursuaah tamendment to
this Exhibit F

1.1 i-General Exclusions.

1.1.1 a-Costs of the Water Repurification System and anyr®8ystem
facilities to the extent constructed, modified, anged, or used for the purpose of treating
water beyond secondary treatment (ocean dischaageasd under current law)This shall
include costdor preliminary treatment, primary treatment, aedandary treatment to the
extent such costs are higher than they would otikertre due to the production of Repurified
Water.

1.2 b-Costs for fail-safe disposal, if necessary, forigtesapacity for
Repurified Water, including, but not limited to,yacosts associated with the reservation of
capacity at the Point Loma Wastewater TreatmenitPla

1.1.3 &-Costs for the demolition or replacement of existingtro System
facilities with similar facilities for the purposgf making space available for Water
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Repurification System facilities Such costs may take into account the current &set or
market value of the existing Metro System facility.

1.2 2-Cost Exclusions Specific to North City Water Reclamation Plant
Improvements.

a-1.2.1 Costs for increased aeration tank volume to the extent the new
volume exceeds the amount necessary to provide 52 mgd capacity. Determination of sizing to
provide 52 mgd capacity shall be based on the current tank volume necessary to provide 30
mgd capacity.

b-1.2.2

Costs for the methanol feed system

e-1.2.3 Costs forbrine/disposal, including, but not limited to, pump

stations, pipelines, retreatment, ocean outfall, and monitoring.

&-1.2.4 Costs for the use of existirg-tertiary water filters for
Repurified Water purposgshich may take into account depreciated valueuchdilters
(Such costs shall be reimbursed or credited by City's water utility to the Metro System)

Il. B-

North City Water Reclamation Plant Improvement Costs Included as
Metro System Costs

Notwithstanding the above exclusions, the City and the Participating Agencies have
specifically agreed that the following Capital Improvement Costs and Operation and
Maintenance Costs related to North City Water Reclamation Plant improvements shall be
included as Metro System Costs for purposes of calculating the annual Sewer System Charge
(and therefore not qualify as City Water Utility PW Costs):

2.1  1-Costs for chemically enhanced primary treatment for up to 52 mgd capacity.

N

.2 2-Costs for primary effluent equalization for up to 52 mgd capacity.

2.3  3-Costs for increased volume of aeration tanks that will provide up to, but not
exceeding, 52 mgd capacity. Determination of sizing to provide 52 mgd capacity shall be
based on the current tank volume necessary to provide 30 mgd capacity.

2.4 4-Costs to add secondary clarifier tanks sufficient for up to 52 mgd capacity.

2.5 5-Costs for wastewater conveyance facilities to provide wastewater for
replacement of centrate flows that cannot be treated at the North City Water Reclamation Plant
due to the production of Repurified Water

2.6  6-Costs for treatment and conveyance of all return flows (micro-filtration and
tertiary backwash) based on Flow, COD, and SS.

1. &

Cost Allocation Example

Provisionsubject-to-further discussions
Lot e o JR AL
Comment from Otay: Brine needs to
be defined. This will avoid an

Response to Comment regardin
Brine: A definition_has been a to
isi ns

_n‘:
: t
YPO rer oved.

Comment from Otay: Why are the
participating agencies paying for
conveyance facilities necessitated by
Pure Water? The member agencies
should not be responsible for picking
up the tab due to a water limitation.
Perhaps this could be addressed with
the provisions above dealing with
O&M. If so, there should be a caveat
added such as, “to the degree the costs
do not exceed the limit established in
Section xx” — see OWD’s comments
above

Comment from Metro TAC Ad Hoc
Committee re: conveyance facilities
are considered Metro System costs
under the existing agreement.

Comment from Metro TAC Ad Hoc
Committee re: cost cap: This cost
would be included in calculating the
Contingent Rate component of the
commodity rate.

Accordingly, if the costs to the Metro
System, including costs for these
conveyance facilities, exceed the
estimated cost to upgrade PLWTP to
full secondary, and such upgrading is
required in the future, City's water
utility would repay the cost difference
through the Contingent Rate.
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Attachment 1 is an example ebstsrelatingte-the City's budgetfor——Pure

Water Phase Cost Estimate(basedon 60% design) and indicates which costs are City Water
Utility PW Costs and which costs are attributaldethie Metro System. The Parties agree that
Attachment 1 is an illustrative document to as$is Parties in the future and is not a
comprehensive list of all such costs. If thereaisy conflict between this Exhibit F and
Attachment 1, or if a specific cost is not addrdsse Attachment 1, this Exhibit F shall
control.

WA Revenue Sharing for Repurified Water

4.1  Background. Initially, the parties anticipate that the cost pere foot
associatedvith the production of Repurified Wat&rill be more expensive than the cost per
acre foot of untreated imported water. Howeveis #nticipated that Repurified Water
produced under the Pure Water Program will be depensive than untreated imported water
sometime in the future. Once Repurified Water poedl under the Pure Water Program
becomes less expensive than the cost of untremigoited water, the parties agree that there
will be revenue fronthe Pure Water Program.

4.2 Calculation. Revenue sharing shall occur in each fiscal yesing which the
annual cost per acre foot associated with the mtimhu of Repurified Water is less than the
cost of untreated water per acre foot frdme San Diego County WatdAuthority (“CWA™).
The annual cost difference shall be known Rsgurified Water Revenue” Repurified Water
Revenue shall be determined as follows:

Annual cost per acre foot of CWA untreatedwater purchased
by the City for delivery at Miramar Reservoir (which shall be
determinedbasedon the total of certain fixed and variable costsfor
water actually billed to the City by CWA for water delivered at
Miramar Reservoirin a fiscal year, divided by the numberof acre-feet
of CWA water delivered at Miramar Reservoir thaanye

less

Annual cost per acre foot of City Water Utility PW Costs
(which shall be determinedbasedon the total annualCity Water Utility
PW Costs, as defined abovein SectionA, divided by the number of
acre-feet of Repurified Water actually producedhiat year)

multiplied by

The number of acre feet of Repurified Water produog Pure
Water Program facilities during the applicable disgear.

Attachment 2 is an example of a bill from CWA shogviwhich fixed and variable costs
for untreated water will be used for determiningp®Rdfied Water Revenue and the amount of
water delivered in a billing period. The Partiggese that Attachment 2 shall be referred to by
the Parties in the future in determining how cdstswater delivered at Miramar Reservoir are
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calculated. If no untreated water is delivered/labmar Reservoir in a given year, then the
closest point of delivery of untreated water to @iy shall be used.

Attachment 3 is a sample calculation of Repurifi#dter Revenue.

The City shall estimate whether there will be Repurified Water Revenuein the
upcomingfiscal year prior to Januaryl5 of eachyear, andthe estimatedamountof Repurified
Water Revenue shall be effective on July 1 of theoming fiscal yedr.

The Metro TAC Ad Hoc Committee is

proposing that this basic commodity

4.3  Revenue Sharing. Repurified Water Revenue shall initially be shabaded on
the relative actual Capital Improvement Costs far Pure Water Program contributed by
City's Water Utility and the Metro System. Suchp@al Improvement Cost contributions are
currently estimated as (61% City Water Utility aB@P0 Metro System) until the debt
attributable to the Metro System is fully paid.

Following full payment of debattributable to the Metro SysteiRgpurified Water
Revenue shall be shared based on the relativel @pamation and Maintenance Costs for Pure
Water Program facilities contributed by City's Watdtility and the Metro System, calculated
annually. Such Operation and Maintenance Costgwamently estimated as (76% City Water
Utility and 24% Metro System) on an annual basis.

4.4  Year-End Adjustment. At the end of eachfiscal year during which thereis
Repurified Water Revenue the City shall determinethe actual cost per acre foot of CWA
untreatedwater purchasedy the City, the actualcostper acrefoot of City water Utility PW
costs, and the actual amount of Repurified Watedpeced at Pure Water Program facilities.

Based on the actual cost and production information, the City will recalculatethe
Repurified Water Revenuefor the prior fiscal year. The City will credit any future chargesor
bill for any additional amounts due the guarteemfhe prior year costs have been audited.

4.5 Change in Potable Reuse Method. The partiesacknowledgethat the Pure
Water Programwill initially usethe surfacewater augmentatiomethodof potablereuse. The
use of CWA untreatedwater costsin calculating Repurified Water Revenueis intendedto
provide an appropriatepoint of comparisonto costsfor producing Repurified Water that will
be introducedinto surfacewater. The partiesagreethat if the City implementsdirect potable
reuse (in which Repurified Water is introduced diseinto a water supply pipeline or facility),
the partiesshall meetand negotiatein good faith regardingan amendmento this Exhibit F to
appropriately update the formula for Repurified @aRevenue.

V. b. Metro-System-Revenue—Secondary Effluent Commodity Rate

rate apply beginning the first year in

which the City uses secondary treated

effluent produced by Metro System

facilities. The rate would continue

each year the City uses such

secondary treated effluent to produce

Repurified Water.

Comment from Otay: Metro System

Revenue — Secondary Effluent

Commodity Rate. Secondary effluent

commodity rate for each AF should be

equivalent to the wholesale rate the

City charges today for recycled water

to agencies that use the effluent to

offload Point Loma. The cost of

tertiary water charged to Otay WD

from the SBWRP is $756 per AF.

Why should the commodity rate be

any different if the net result is

lowering flow to Point Loma?
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offerpihecentngon et
{a)  theb.1 Background. The P0|nt Loma Wastewater Treatment Planfuy-or

ve-aperates under a
Natlonal PoIIutant Dlscharqe Ellmlnatlon SystemIIPDES_)_ permlt modified under section
301(h) & (j)(5) of the Clean Water Aéb+. If such modified permit were ever revoked or not
renewed, the parties agree that, under currenttlasvCity would have an obligation to

upgradethe Point Loma WTRe+{i}adiseretionary-decision-of- the-City{ept-to-the—extent
suehto secondary treatmenipgrade-is-part-of-the Pure-Waterprogramy), albe parties
further agree that $1.8 bhillion is a fair and coefmsive estimation of the costs that could be
incurred by the Metro System to meet the legalirements related to the Metro System
under current law.

Therefore, the parties agree that $1.8 billion @spnts the maximum amount of Capital
Improvement Costs that the Metro System shouldhfigated to contribute to the Pure Water
Program, the purpose of which is not solely th@aksl of wastewater, but also the
production of Repurified Water. The parties agies this $1.8 billion maximum contribution
should apply whether or not the Point Loma WTPciually upgraded to secondary treatment
to meet legal requirements in the future becaus®f ahe date of the Agreement, the parties
have the option of upgrading the Point Loma WTRulbsecondary treatment for the cost of
approximately $1.8 billion.

In light of the above, the parties have agreed ithdietro System costs related to the
Pure Water Program exceed the $1.8 hillion, CiVater Utility will pay a charge for each
acre footof secondary treated effluent produced by Metraesgdacilitiesand usedor the
production of Repurified Water.

(bad) the sum of all Capital Improvement Costs and dated debt
attributable tof)}-the Metro System components of the Pure Water Brogmder this Exhibit
F; andor

(#b)  the sum of all Capital Improvement Costs and associdedsd for the full
r_partial upgrading of the Point Lom&/APWastewater Treatment Plant to secondary

treatmeMexeeeds—MMeh—amewﬂ—shaH—be—adested—f%mﬂaﬂon)
Notwithstanding, theSentingenCapital ExpenseRate shall not apply if thepgrading
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efthe-Point Loma WTPis_actually upgradedto secondary treatment (or beyonsgh)eaused

bydue to: (a) a change in federal or state statutory lavkimgait necessary to upgrade the
Point Loma WTP to comply with such new dischargendard; or (b) a final decision by a
state or federal court or a federal administraigency of competent jurisdiction that an
NPDES permit modified under section 301(h) & (j)(&) the Clean Water Act is thereby
revoked or denied renewal due to a finding that diseharge from the Point Loma WTP
violates[40 C.F.R. 131.12, State Water Resources ControtdBB&solution 68-16, and State
Water Resources Control Board Administrative Pracesl Update No. 90-@&]

These are the federal and state
regulations that implement the anti-
degradation policies of the Clean

Capital Expense Rate.

Under the circumstances
described below, City's Water
Utility shall pay a charge
(“Capital Expense Raté) for

5.3  Calculation of Capital Expense Rate . The amount per acre-foot of the
CentingenCapital ExpensdRate shall be determined as follows:

each acre-foot of secondary
treated effluent produced by
Metro System facilities and use
for the production of Repurified
Water. City’'s Water Utility

shall pay the Capital Expense
Rate if the following costs

The first item (subsection (a)) would
apply if the permit/waiver was not
renewed for any reasasther than a
finding of actual environmental

degradation.

The second item would only apply if
court or federal agency concluded th
the Point Loma WTRctually caused
environmental degradation, and bas
on that finding the permit was
revoked or not renewed.

2d

o))

ed
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The sum of all Capital Improvement Costs and associg
debt attributable to (i) the Metro System components of the H
Water Program under this Exhibit F and &#+upgrading of the
Point Loma WTP to secondary treatméifitany)

less
i - : -
Wastewa%gpea{mer—ﬂan—te—mu

—Sosean o b E el
will-be-identifiec by-the City’'s—eonsuitartl.8 bilion, as adjusted
for inflation each July 1 (starting on July 1, 2019) to reflect {

Angeles construction cost index

multiplied by

1.42 (which estimates the total interest on a 30-year S
Revolving Fund loan with an interest rate of 2.5%)

and divided by

The total number of acre feet per year of secondary tre
effluent that is expected to be produced by Metro Sys
facilities for the production of Repurified Water over a period
thirty (30) years, or the number of years remaining in the tern
the Agreement, whichever is shorter.

annual percentage change in the Engineering News Record +

ited
Pure

he
Los

tate

ated
em
of

n of

The City shall estimate whether there the Capital Expens

eRate shall apply to the

upcoming fiscal year (and its amount) prior to Januaryl5 of eachyear, and the estimated

amount of the Capital Expense Rate shall be effective on July 1 of the upcoming fiscal year.

For purposesof this Article V of Exhibit F, Capital Improve

mentCostsand associated

debt shall include such costsincurred by the Metro Systemprior to the effective date of the

Agreement.
€-5.4 Year-End Adjustment

At the end of each fiscal year during which t

Renie ooy Lilinr ooae the
CentingenCapital Expense Rate applies the City shall determine the actual Capital

Improvement Costs and associated debt attributable to the Metro System components of the
Pure Water Program under this Exhibit F and any upgrading of the Point Loma WTP to

secondary treatment-—cifferentirem-theameuntsdeterminedinthe-firstyearthe-Cantingent
Rate-wentinto—effect—n—addition—the-City-shall determinethe-, the then-applicable interest

amount for outstanding loans for the Metro System components of the Pure Water Program

and Point Loma WTP upgrades, &

s enioihodniorestpulislics nesordingd
fisealyeathe actual amount of Repurified Water produced at Pure Water Program facilities

Based on thesbevetheCeptngentRotcwill—then-bereenleulatediorseeandary

The Metro TAC Ad Hoc Committee is
proposing that this basic commodity
rate apply beginning the first year in
which the City uses secondary treated
effluent produced by Metro System
facilities. The rate would continue
each year the City uses such
secondary treated effluent to produce
Repurified Water.

Comment from Otay: Metro System
Revenue — Secondary Effluent
Commodity Rate. Secondary effluent
commodity rate for each AF should be
equivalent to the wholesale rate the
City charges today for recycled water
to agencies that use the effluent to
offload Point Loma. The cost of
tertiary water charged to Otay WD
from the SBWRP is $756 per AF.
Why should the commodity rate be
any different if the net result is
lowering flow to Point Loma?
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effluent—purchasedduringactual cost, interest, and production information, the City will

recalculatethe Capital ExpenseRatefor the prior fiscal yeaerd-allocatedin-thepropertiens
set-forth-in—ExhibitG. The City will credit any future charges or Hiir any additional
amounts due the quarter after the prior year domte been audited.

e-5.5 Duration; Expiration

The CentinrgenCapital ExpensdRate shall continue until the cost difference et (a)
the actual sum of the Capital Improvement Costsassbciated debt attributable to the Metro
System under this Exhibit F and the costs to upgith@ Point Loma WTP and (b——

{which-amount-shall-e8 billion (asadjusted for inflation) has been fully repaid.

Note: The previous version of Exhibit

F included a section titled “Audit

Procedures.” Much of the language|in

that section was duplicative of what fis

in Section 2.5 of the Agreement.

Accordingly, the “Audit Procedures”

section has been deleted here from

Exhibit F. Audit-related language

specific to the Pure Water program
has been moved into Section 2.5 of
the Agreement.
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4
ATTACHMENT 1—EXAMPLE OFPURE-WATER BUBGET
Pure Water Phase | Cost Estimate
Total %
Wastewater:
MorenaPump Station WW Force Main and Brine Conveyance $ 324,712,285.00
MNorth City Renewable Energy % 33,794,784.00
North City MBC Improvements $ 7,310,835.00
MNorth City WRP Expansion and PWF Influent Conveyance $ 176,882,842.00
SDG&E % 3,288,932.00
Total Wastewater 3 545 989 678.00 39%
Water:
MorenaPump Station WW Force Main and Brine Conveyance % 46,504 ,958.00
Morth City Renewable Energy $ 94,020,128.00
Miramar WTP Pump and Plant Improvements 3 4,555,811.00
Morth City Pure Water Facility $ 521,652,285.00
Morth City WRP Expansion and PWF Influent Conveyance $ 45,236,959.00
Morth City Pure Water Pipeline $ 109,411,952.00
Morth City Pure Water Pump Station % 20,469,509.00
Total Water $ 841,851,602.00 61%
Total Project $ 1,387,841,280.00
Shared Projects:
MorenaPump Station WW Force Main and Brine Conveyance
Wastewater $ 324 .712,285.00 B7%
Water 3 46,504, 958.00 13%
$  371,217,243.00
Morth City Renewable Energy
Wastewater $ 33,794,784.00 26%
Water % 94,020,128.00 74%
$ 127,814,912.00
MNorth City WRP Expansion and PWF Influent Conveyance
Wastewater 3 176,882,842 .00 80%
Water $ 45,236,959.00 20%
$ 222,119,801.00

Note: The above estimates are based on 60% deklghase lof the Pure Water Program
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ATTACHMENT 2 — SAMPLE CWA BILL

10
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ATTACHMENT 23 — EXAMPLESAMPLE CALCULATION OF EWA
BHIEREPURIFIED WATER REVENUE

60409.000080398144.30398144.11

11
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METRO WASTEWATER JPA

276 Fourth Avenue Chula Vista, CA 81950 619-476-2557

Ernest Ewin, Chairman

April 19,2010

Rod Greek

Public Utilities Deputy Director

City of San Diego, Metropolitan Wastewater
9192 Topaz Way

San Diego, CA 92123

Re:  Administrative Protocol on Allocation of Operating Reserves and Debt Service
Coverage to Participating Agencies

Dear Mr. Greek:

This letter is intended to memorialize the attached Administrative Protocol on Allocation of
Operating Reserves and Debt Service Coverage to Participating Agencies (“Protocol”) negotiated
between the City of San Diego and Metro TAC/ Metro JPA/ Metro Commission, on behalf of the
Participating Agencies under the Regional Wastewater Disposal Agreement. Your signature will
indicate acceptance of the Protocol on behalf of the City.

By countersigning this letter, the City of San Diego and Metro TAC/ Metro JPA/ Metro
Commission acknowledge and agree to the terms and conditions contained in the attached Protocol.

Sincerely,

9%%/ BT o

for the Metro TAC/ Metro JPA/ I\}fetn{ Commission

Enclosure

The Protocol is accepted by the City of San Diego pursuant to the terms and conditions set forth in the
attachment hereto:

-
Date: Lff/’ K ,A 2 ‘”/’//2’/ /é /

#Rod Greek, Public Utilities Deputy Director

The Protocol is accepted by Metro TAC/ Metro JPA/ Metro Commission on behalf of the Participating
Agencies pursuant to the terms and conditions set forth in the attachment hereto:

Date: \g///@/ﬁ (}M/{% ) ﬂ;’.\

The Joint Powers Authority Proactively Addressing Regional Wastewater |ssues

Chula Vista  Coronado = Del Mar = imperial Beach  La Mesa « Lemon Grove Sanitation District
National City » Otay Water District « Poway « Padre Dam Municipal Water District
County of San Diego, representing East Otay, Lakeside/Alpine, Spring Valley & Winter Gardens Sanitation Districts



Administrative Protocol on Allocation of Operating Reserves and Debt Service
Coverage to Participating Agencies

BACKGROUND:

In early 2008 the MetroTAC formed a working group in response to the City of San Diego’s request for
$20 million in funding in FYE 2009 from the Participating Agencies (“PAs”} for operating reserves and
debt service coverage. The working group continued to meet with City of San Diego staff regarding the
establishment of a mutually agreed upon protocol through early February 2010. A summary of the City
of San Diego’s 2008 proposal and the negotiated 2010 protocol is included as Attachment A.

At its regular meeting of February 17, 2010, the MetroTAC approved the following recommendations to
move to the Finance Committee of the Metro Wastewater JPA and thereafter to the Metro Commission/
Metro Wastewater JPA for discussion and action:

Proceed with PAs funding a 1.2 debt service ratio coverage

Proceed with PAs funding a 45 day operating reserves

The PAs will fund no other reserves

FY07 and FY08 refund monies will be used to fund the operating reserves

Interest accrual on operating reserves and undesignated accounts will start with FY10 (beginning
on July 1, 2009)

The Finance Committee of the Metro Wastewater JPA, at its February 24, 2010 meeting, took action to
recommend approval of the above, by the Metro Commission/ Metro Wastewater JPA. At its March 4,
2010 meeting, the Metro Commission/ Metro Wastewater JPA, comprised of representatives of the PAs,
approved the components of the negotiated policy, with the understanding that any such policy would
serve as an administrative protocol regarding the allocation of debt service coverage to the PAs and
funding of operating reserves by the PAs.

PROTOCOL REGARDING PA FUNDING OF OPERATING RESERVES:
Background:

Operating reserves are established to provide funding for unforeseen events that might occur during the
course of the fiscal year such as unforeseen major maintenance or capital projects. The PAs performed a
survey of other regional wholesale agencies and determined that agencies such as the San Diego County
Water Authority maintain a 45 day operating reserves. Although the City of San Diego’s current policy is
to increase operating reserves for its retail customers from 45 to 70 days, the City realizes that if a major
maintenance incident should accur it can immediately request payment from the PAs per the Regional
Wastewater Disposal Agreement. The City of San Diego’s retail customer’s rates cannot be immediately
increased due to Proposition 218 requirements for noticing and public hearings.

Protocol:

Attachment B is a summary of the funding strategy showing each PAs 2007 and 2008 refunds based on
recent City Metro Wastewater Exhibit E audits. The refunds will be used to fund the PAs 45 day
operating reserves contribution. In the majority of cases most PAs will see a refund even after they have

e e o e ey
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fully funded their portion of the operating reserves. PAs that do not have adequate refunds will be
billed for their portion of the reserve in the next quarterly 2010 billing. The operating reserves for each
fiscal year will be established based on 45 days of operating revenues as determined by the following
formula:

Fiscal Year Estimated Operating Expenses {not including CIP and debt service) X 45 days
365 days

The number of days included in the calculation cannot be changed without prior consent of the PAs.

The operating reserves will be maintained by the City of San Diego and interest will accrue on a monthly
basis based on actual interest rates on the City’s investments. This interest revenue will be added to the
PAs undesignated fund balance for that fiscal year. As part of each year’s Exhibit E audit the actual
required operating reserves and interest earned on it will be determined and audited by the City of San
Diego’s external auditors and PA representatives. A summary of the operating reserves balance and
interest earned for each PA will be included as a footnote or attachment to the City Metro Wastewater
Exhibit E Audit.

PROTOCOL REGARDING ALLOCATION OF DEBT SERVICE COVERAGE TO PAs

Background:

A 1.2 debt service coverage ratio is a requirement for all of the outstanding Metro parity debt. A cash
flow prepared by the City of San Diego shows {Attachment C) that if the PAs are billed at the current
level (565 million annually to cover the PAs portion of operations, pay-go capital, and debt service
expense) for the next three to five years that this requirement can be achieved without additional
contributions by the PAs. This provides the PAs a stable projected annual Metro contribution for the
next three to five years.

Protocol:

The PAs will maintain through annual contributions and use of PA undesignated fund balance a positive
cash flow not to exceed 1.2 times the PA share of the required annual debt service on Metro Debt. The
debt service coverage ratio of 1.2 cannot be changed without prior consent of the PAs.

The undesignated fund balance will be maintained by the City of San Diego and interest will accrue on a
monthly basis based on actual interest rates on the City’s investments. This interest revenue will be
added to the PAs undesignated fund balance for that fiscal year.

As part of each year’s Exhibit E audit the actual required reserve coverage and interest earned on the
undesignated fund balance will be determined and audited by the City of San Diego’s external auditors
and PA representatives. A summary of the debt service coverage requirement and portion of interest
earned on the undesignated fund balance for each PA will be included as a footnote or attachment to
the City Metro Wastewater Exhibit E Audit.

If the cash flow in any year does not provide the required 1.2 debt service coverage the PAs will be billed
the additional required revenue including interest.

E________________ .. ...+« ___________ |
Final - April 19, 2010 Page 2
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Attachment A
Original San Diego Proposal




Draft

FY 2009, and prospective years, Participating Agency funding process for the allocation of
the MWWD Debt Service Coverage requirement:

Year 1
On October 1, 2008

1. Obtain the FY 2009 total MWWD debt service amount including SRF debt from the
Administrative Services, Budget Section.

2. Calculate the debt service coverage dollar amount greater than 100%. The target debt
service coverage percentage of 1.56 is the average debt service coverage ratio found in
the current rate case model. The formula is: ([Current Debt Service Amount],
$94,306,351 * .56 = $52,811,557).

3. Allocate the total debt service coverage amount between the Municipal and Metropolitan
Systems using their respective debt service percentages of 77.91% for the Metropolitan
System and 22,09% for the Municipal System.

4. Obtain final FY 2009 projected flow-based billing percentages for the Participating
Agencies from Admin Services, Agency Contracts Section, (Peggy Merino).

5. Allocate the Metropolitan System portion of the debt service coverage amount to the City
of San Diego and the 15 Participating Agencies using final FY 2009 projected flow-based
billing percentages.

6. Update the Participating Agency Debt Coverage Payment Schedule.

On October 4, 2008

1. Forward the Participating Agency Debt Coverage Payment Schedule to the Admin
Services, Agency Contracts Section, (Peggy Merino).

On November 1, 2008

1. Admin Services, Agency Contracts Section, (Peggy Merino) sends FY 2009 second
quarter invoices to include as a second item, the debt service coverage amounts. The due
date is December 1, 2008. (no interest will be applied to these accounts due to the mid
year payment approach)

On December 1, 2008

1. Recognize the Participating Agencies debt service coverage payments as new revenues
and update the Participating Agency Debt Coverage Payment Schedule.

2. Inform Admin Services, Agency Contracts Section, (Peggy Merino) to reduce the
Participating Agencies FY 2010 CIP expense allocation by the FY 2009 Participating
Agencies debt service coverage payments.

3. Obtain the preliminary FY 2010 projected flow-based percentages for the Participating
Agencies from Admin Services, Agency Contracts Section, (Peggy Merino).

4, Calculate a preliminary FY 2010 debt service coverage schedule and forward to the
Admin Services, Agency Contracts Section, (Peggy Merino)



On January I, 2009

L.

Admin Services, Agency Contracts Section, (Peggy Merino), informs the Participating
Agencies of the FY 2010 projected debt service coverage amounts for budgeting

purposes.

On July 1, 2009

L

Apply the FY 2009 Participating Agencies debt service coverage payments towards the
cash requirement for the FY 2010 Metro based CIP Project budget. Any residual amounts
will be applied to the O&M budget.

Year 2 (Prospective Years)

On October 1, 2009

L

2.

Obtain the Fiscal Year 2010 total MWWD debt service amount including SRF debt from
the Administrative Services, Budget Section.

Calculate the debt service coverage dollar amount greater than 100%. The target debt
service coverage percentage of 1.56 is the average debt service coverage ratio found in
the current rate case model. The formula is: ([Current Debt Service Amount],

PXXX, XXX, XXX * .56 = $xXX,XXX,XXX)

Allocate the total debt service coverage amount between the Municipal and Metropolitan
Systems using their respective debt service coverage percentages of xx.xx% for the
Municipal System and xx.xx% for the Metropolitan System.

Obtain the final FY 2010 projected flow-based percentages for the Participating Agencies
from Admin Services, Agency Contracts Section, (Peggy Merino). .

Allocate the Metropolitan System portion of the debt service coverage amount to the City
of San Diego and the 15 Participating Agencies using the preliminary FY 2010 projected
flow-based percentages.

Update the Participating Agency Debt Coverage Payment Schedule.

On October 4, 2009

I

Forward the Participating Agency Debt Coverage Payment Schedule to the Admin
Services, Agency Contracts Section, (Peggy Merino) for invoicing purposes.

On November 1, 2009

1.

Admin Services, Agency Contracts Section, (Peggy Merino) sends FY 2009 second
quarter invoices to include as a second item, the debt service coverage amounts. The due
date is December 1, 2009. (no interest will be applied to these accounts due to the mid
year payment approach)



On December 1, 2009

1. Recognize the Participating Agencies debt service coverage payments as new revenues
and update the Participating Agency Debt Coverage Payment Schedule.

2. Inform Admin Services, Agency Contracts Section, (Peggy Merino) to reduce the
Participating Agencies FY 2011 CIP expense allocation by the FY 2010 Participating
Agencies debt service coverage payments.

3. Obtain the preliminary FY 2011 projected flow-based percentages for the Participating
Agencies from Admin Services, Agency Contracts Section, (Peggy Merino).

4. Calculate a preliminary FY 2011 debt service coverage schedule and forward to the
Admin Services, Agency Contracts Section, (Peggy Merino)

On January 1, 2010
1. Admin Services, Agency Contracts Section, (Peggy Merino), informs the Participating
Agencies of the FY 2011 projected debt service coverage amounts for budgeting
purposes.
On July 1, 2010
1. Apply the FY 2010 Participating Agencies debt service coverage payments towards the

cash requirement for the FY 2011 Metro based CIP Project budget. Any residual amounts
will be applied to the O&M budget.

H:\Participating Agencies\FY 2009 Debt Coverage Process Flow 07162008 ver 2 draft.doc



Attachment B
Operating Reserve Funding Strategy
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Attachment C
Debt Service Coverage Funding Strategy




Attachment C

Schedule of Participating Agency Contributions to Operations Reserve and Debt Service Coverage Cash flow FY 2007-2011

Prepared on: February 23, 2010

HOW TO READ CASH FLOW SPREADSHEET:
Blue font = data inputted directly into spreadsheet

Green fant = data imported from another spreadsheet in workhook AUDITED PROJECTED
Black font = Calculation; see legend to determine calculation FYO7 FYO8 FY03 FY10 FY11 FY12 FY13 FYla FY1S
Foot-
Larve: & Canshy low Comps Legend note #
1 |Current Projected Revenue Stream Input $54,007,50¢ $63,231.038] 557.249 964 $65,000 00C $65,000,00G 565,000,000 $65,000,00C $65.000,00¢]
2 |Annual Refund After Exhibit € Audit Input {1,500,000) (2,000,000} 12,506,000) (2.100,008) 11,800,000
3 [Transfer (to)/from Operating Reserve Line 21-Pnor Year - (4,281,432) (42,814) (43,242) {43,675) (44,112) (44,553))
4 |Undesignated Fund Balance Interest Line 17 X Interest Rate (1} 79,990 258,156 225,608 113,282 62,579 58,892
5 |Operating Reserve Interest Calculated Off-Line (2} 1bd, 574 186,155 167.8.1 168 199 711594 172,900
6 |Gross PA System Revenue SumiLine1:LineS) $54,007,596 $63,231,038 $57,249,960 $52,241,049 $63,881,500 $62,350,187 $62,739,106 563,089,661 $63,387,252
7 |less:
B |PA Estimated Total Operating Expenses Prior year X 1.01 (3) 532,304,238 $37,150,044 $34,727.17C 534,727,100 $35,074,442 535,425,186 635,779,438 $36,137,232 $36,498,605
9
10 |Net PA System Revenue Line 6 - Line 8 $21,703,298 $26,080,996 $22,522,790 $17,513,879 $28,807,059 $26,925,001 $26,959,668 $26,952,429 526,888,647
11
12 |PA Annual Debt Service Payment Calculated Off-Line 520,223 393 519,850.051 520.441,062 224,049 98¢ EEERE - 524,479 03% 2478 26 2478070 SIL40E 4
13 |CIP Pay Go — 20% of Projected CIP Input {4) (4,417,502) {512,512 b 1,318,048 5,612,216 7,369,218 5,800,940 4,570,129 4,655,009
14 [Total CIP and Debt Service Line 12 + 13 15,955,891 13,337,539 20,441,069 25,368,037 29,654,090 29,848,257 28,279,206 27,048,204 27,133,739
15
16 |Netincome after CIP and Debt Service Line 10 - 14 $5,747,407 $6,743,457 $2,081,721 {$7.854,157) (5847,032) 152,923,257) 1$1,319,537) (595,775} (5245,092)
17 [PA Undesignated Fund Balance Line 16 + Prior Yeat $5,747,407 $12,490,864 614,572,585 56,718,428 55,871,396 $2,948,139 $1,628,602 61,532,827 51,287,735
18
19 [Calculated Debt Service Ratio Line 10/Line 12 {5} 0.73 1.20 1.20 1.20 120 1.20
20
21 |Operating Reserve (45 days} {Lina B/365 days) X 45 days $4,281,432 54,324,246 $4,367,489 $4,411,164 $4,455.275 $4,499,828
Footnotes:
{1) average of current year ending balance + prior year ending balancel times 3.2% & H
(2) average monthly balance times LAIF rate (first year calculatad at balf year interest) PA Operating Expenses: $34,727,170 PA Operating Expenses: $4,281,432
{3) FY03 based on average of FYO7 & FYOB then 1% inflation divided by: 365 Times ave monthly LAIF interest Rate: 0.038425 {range from 3.18% to 4.53% per month)
{4) 20% of projected Matro CiP Equals: $95,143 FY10 Estimated Intarest Earned: $164,514
(5) Minimum coverage requirement 1.2 time annual Metro debt service Timas: 45

45 day Operating Reserve:

$4,281,432
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EXHIBIT F
PURE WATER PROGRAM COST ALLOCATION AND REVENUES

As part of the Pure Water Program, the City intends to modify the North City Water
Reclamation Plant (a Metro System facility) and expand its capacity to 52 mgd. In addition, the
City intends to construct the North City Advanced Water Purification Facility on a nearby site to
produce Repurified Water. This Exhibit F sets forth the costs and revenues associated with the
Pure Water Program which are, or are not, attributable to the Metro System.

l. Costs Excluded from Metro System Costs

All of the following Pure Water Program costs, including Capital Improvement Costs,
Operation and Maintenance Costs, and other related costs (including administration, insurance,
claims, and overhead) are excluded as Metro System Costs for purposes of calculating the annual
Sewer System Charge, and shall be the responsibility of City’s water utility (“City Water Utility
PW Costs”), unless otherwise expressly agreed to pursuant to an amendment to this Exhibit F:

1.1 General Exclusions.

1.1.1 Costs of the Water Repurification System and any Metro System facilities
to the extent constructed, modified, expanded, or used for the purpose of treating water beyond
secondary treatment (ocean discharge standard under current law). This shall include costs for
preliminary treatment, primary treatment, and secondary treatment to the extent such costs are
higher than they would otherwise be due to the production of Repurified Water.

1.1.2 Costs for fail-safe disposal, if necessary, for design capacity for Repurified
Water, including, but not limited to, any costs associated with the reservation of capacity at the
Point Loma Wastewater Treatment Plant.

1.1.3 Costs for the demolition or replacement of existing Metro System facilities
with similar facilities for the purpose of making space available for Water Repurification System
facilities. Such costs may take into account the current asset value or market value of the
existing Metro System facility.

1.2 Cost Exclusions Specific to North City Water Reclamation Plant
Improvements.

1.2.1 Costs for increased aeration tank volume to the extent the new volume
exceeds the amount necessary to provide 52 mgd capacity. Determination of sizing to provide
52 mgd capacity shall be based on the current tank volume necessary to provide 30 mgd
capacity.

1.2.2 Costs for the methanol feed system.

1.2.3 Costs for brine disposal, including, but not limited to, pump stations,
pipelines, retreatment, ocean outfall, and monitoring.



7/16/18 Version

1.2.4 Costs for the use of existing tertiary water filters for Repurified Water
purposes, which may take into account depreciated value of such filters. (Such costs shall be
reimbursed or credited by City’s water utility to the Metro System).

1. North City Water Reclamation Plant Improvement Costs Included as Metro System
Costs

Notwithstanding the above exclusions, the City and the Participating Agencies have
specifically agreed that the following Capital Improvement Costs and Operation and
Maintenance Costs related to North City Water Reclamation Plant improvements shall be
included as Metro System Costs for purposes of calculating the annual Sewer System Charge
(and therefore not qualify as City Water Utility PW Costs):

2.1  Costs for chemically enhanced primary treatment for up to 52 mgd capacity.
2.2  Costs for primary effluent equalization for up to 52 mgd capacity.

2.3  Costs for increased volume of aeration tanks that will provide up to, but not
exceeding, 52 mgd capacity. Determination of sizing to provide 52 mgd capacity shall be based
on the current tank volume necessary to provide 30 mgd capacity.

2.4  Costs to add secondary clarifier tanks sufficient for up to 52 mgd capacity.

2.5  Costs for wastewater conveyance facilities to provide wastewater for replacement
of centrate flows that cannot be treated at the North City Water Reclamation Plant due to the
production of Repurified Water.

2.6 Costs for treatment and conveyance of all return flows (micro-filtration and
tertiary backwash) based on Flow, COD, and SS.

Il. Cost Allocation Example

Attachment 1 is an example of the City’s Pure Water Phase | Cost Estimate (based on
60% design), and indicates which costs are City Water Utility PW Costs and which costs are
attributable to the Metro System. The Parties agree that Attachment 1 is an illustrative
document to assist the Parties in the future and is not a comprehensive list of all such costs. If
there is any conflict between this Exhibit F and Attachment 1, or if a specific cost is not
addressed in Attachment 1, this Exhibit F shall control.

V. Revenue Sharing for Repurified Water

4.1  Background. Initially, the parties anticipate that the cost per acre foot associated
with the production of Repurified Water will be more expensive than the cost per acre foot of
untreated imported water. However, it is anticipated that Repurified Water produced under the
Pure Water Program will be less expensive than untreated imported water sometime in the
future. Once Repurified Water produced under the Pure Water Program becomes less expensive
than the cost of untreated imported water, the parties agree that there will be revenue from the
Pure Water Program.
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4.2 Calculation. Revenue sharing shall occur in each fiscal year during which the
annual cost per acre foot associated with the production of Repurified Water is less than the cost
of untreated water per acre foot from the San Diego County Water Authority (“CWA?”). The
annual cost difference shall be known as “Repurified Water Revenue.” Repurified Water
Revenue shall be determined as follows:

Annual cost per acre foot of CWA untreated water
purchased by the City for delivery at Miramar Reservoir (which
shall be determined based on the total of certain fixed and variable
costs for water actually billed to the City by CWA for water
delivered at Miramar Reservoir in a fiscal year, divided by the
number of acre-feet of CWA water delivered at Miramar Reservoir
that year)

less

Annual cost per acre foot of City Water Utility PW Costs
(which shall be determined based on the total annual City Water
Utility PW Costs, as defined above in Section A, divided by the
number of acre-feet of Repurified Water actually produced in that

year)

multiplied by

The number of acre feet of Repurified Water produced by
Pure Water Program facilities during the applicable fiscal year.

Attachment 2 is an example of a bill from CWA showing which fixed and variable costs
for untreated water will be used for determining Repurified Water Revenue and the amount of
water delivered in a billing period. The Parties agree that Attachment 2 shall be referred to by
the Parties in the future in determining how costs for water delivered at Miramar Reservoir are
calculated. If no untreated water is delivered at Miramar Reservoir in a given year, then the
closest point of delivery of untreated water to the City shall be used.

Attachment 3 is a sample calculation of Repurified Water Revenue.

The City shall estimate whether there will be Repurified Water Revenue in the upcoming
fiscal year prior to January 15 of each year, and the estimated amount of Repurified Water
Revenue shall be effective on July 1 of the upcoming fiscal year.

4.3  Revenue Sharing. Repurified Water Revenue shall initially be shared based on
the relative actual Capital Improvement Costs for the Pure Water Program contributed by City’s
Water Utility and the Metro System. Such Capital Improvement Cost contributions are currently
estimated as (61% City Water Utility and 39% Metro System) until the debt attributable to the
Metro System is fully paid.

Following full payment of debt attributable to the Metro System, Repurified Water
Revenue shall be shared based on the relative actual Operation and Maintenance Costs for Pure
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Water Program facilities contributed by City’s Water Utility and the Metro System, calculated
annually. Such Operation and Maintenance Costs are currently estimated as (76% City Water
Utility and 24% Metro System) on an annual basis.

44  Year-End Adjustment. At the end of each fiscal year during which there is
Repurified Water Revenue, the City shall determine the actual cost per acre foot of CWA
untreated water purchased by the City, the actual cost per acre foot of City water Utility PW
costs, and the actual amount of Repurified Water produced at Pure Water Program facilities.

Based on the actual cost and production information, the City will recalculate the
Repurified Water Revenue for the prior fiscal year. The City will credit any future charges or
bill for any additional amounts due the quarter after the prior year costs have been audited.

45  Change in Potable Reuse Method. The parties acknowledge that the Pure Water
Program will initially use the surface water augmentation method of potable reuse. The use of
CWA untreated water costs in calculating Repurified Water Revenue is intended to provide an
appropriate point of comparison to costs for producing Repurified Water that will be introduced
into surface water. The parties agree that if the City implements direct potable reuse (in which
Repurified Water is introduced directly into a water supply pipeline or facility), the parties shall
meet and negotiate in good faith regarding an amendment to this Exhibit F to appropriately
update the formula for Repurified Water Revenue.

V. Secondary Effluent Commodity Rate

5.1 Background. The Point Loma Wastewater Treatment Plant operates under a
National Pollutant Discharge Elimination System (“NPDES”) permit modified under section
301(h) & (j)(5) of the Clean Water Act. If such modified permit were ever revoked or not
renewed, the parties agree that, under current law, the City would have an obligation to upgrade
the Point Loma WTP to secondary treatment. The parties further agree that $1.8 billion is a fair
and comprehensive estimation of the costs that could be incurred by the Metro System to meet
the legal requirements related to the Metro System under current law.

Therefore, the parties agree that $1.8 billion represents the maximum amount of Capital
Improvement Costs that the Metro System should be obligated to contribute to the Pure Water
Program, the purpose of which is not solely the disposal of wastewater, but also the production
of Repurified Water. The parties agree that this $1.8 billion maximum contribution should apply
whether or not the Point Loma WTP is actually upgraded to secondary treatment to meet legal
requirements in the future because, as of the date of the Agreement, the parties have the option of
upgrading the Point Loma WTP to full secondary treatment for the cost of approximately $1.8
billion.

In light of the above, the parties have agreed that if Metro System costs related to the
Pure Water Program exceed the $1.8 billion, City’s Water Utility will pay a charge for each acre
foot of secondary treated effluent produced by Metro System facilities and used for the
production of Repurified Water.

5.2  Capital Expense Rate. Under the circumstances described below, City’s Water
Utility shall pay a charge (“Capital Expense Rate”) for each acre-foot of secondary treated
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effluent produced by Metro System facilities and used for the production of Repurified Water.
City’s Water Utility shall pay the Capital Expense Rate if the following costs alone, or in
combination, exceed $1.8 billion (which amount shall be adjusted for inflation):

@) the sum of all Capital Improvement Costs and associated debt attributable
to the Metro System components of the Pure Water Program under this Exhibit F; and/or

(b) the sum of all Capital Improvement Costs and associated debt for the full
or partial upgrading of the Point Loma Wastewater Treatment Plant to secondary treatment.

Notwithstanding, the Capital Expense Rate shall not apply if the Point Loma WTP is
actually upgraded to secondary treatment (or beyond) due to: (a) a change in federal or state
statutory law making it necessary to upgrade the Point Loma WTP to comply with such new
discharge standard; or (b) a final decision by a state or federal court or a federal administrative
agency of competent jurisdiction that an NPDES permit modified under section 301(h) & (j)(5)
of the Clean Water Act is thereby revoked or denied renewal due to a finding that the discharge
from the Point Loma WTP violates 40 C.F.R. 131.12, State Water Resources Control Board
Resolution 68-16, and State Water Resources Control Board Administrative Procedures Update
No. 90-004.

5.3  Calculation of Capital Expense Rate . The amount per acre-foot of the Capital
Expense Rate shall be determined as follows:

The sum of all Capital Improvement Costs and associated
debt attributable to (i) the Metro System components of the Pure
Water Program under this Exhibit F and (ii) upgrading of the Point
Loma WTP to secondary treatment (if any)

less

$1.8 billion, as adjusted for inflation each July 1 (starting on July
1, 2019) to reflect the annual percentage change in the Engineering
News Record — Los Angeles construction cost index

multiplied by

1.42 (which estimates the total interest on a 30-year State
Revolving Fund loan with an interest rate of 2.5%)

and divided by

The total number of acre feet per year of secondary treated effluent
that is expected to be produced by Metro System facilities for the
production of Repurified Water over a period of thirty (30) years,
or the number of years remaining in the term of the Agreement,
whichever is shorter.

The City shall estimate whether there the Capital Expense Rate shall apply to the
upcoming fiscal year (and its amount) prior to January 15 of each year, and the estimated amount
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of the Capital Expense Rate shall be effective on July 1 of the upcoming fiscal year.

For purposes of this Article V of Exhibit F, Capital Improvement Costs and associated
debt shall include such costs incurred by the Metro System prior to the effective date of the
Agreement.

54  Year-End Adjustment

At the end of each fiscal year during which the Capital Expense Rate applies, the City
shall determine the actual Capital Improvement Costs and associated debt attributable to the
Metro System components of the Pure Water Program under this Exhibit F and any upgrading of
the Point Loma WTP to secondary treatment, the then-applicable interest amount for outstanding
loans for the Metro System components of the Pure Water Program and Point Loma WTP
upgrades, and the actual amount of Repurified Water produced at Pure Water Program facilities.

Based on the actual cost, interest, and production information, the City will recalculate
the Capital Expense Rate for the prior fiscal year. The City will credit any future charges or bill
for any additional amounts due the quarter after the prior year costs have been audited.

5.5 Duration; Expiration

The Capital Expense Rate shall continue until the cost difference between (a) the actual
sum of the Capital Improvement Costs and associated debt attributable to the Metro System
under this Exhibit F and the costs to upgrade the Point Loma WTP and (b) $1.8 billion (as
adjusted for inflation) has been fully repaid.
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ATTACHMENT 1

Pure Water Phase | Cost Estimate

Total %
Wastewater:
MorenaPump Station WW Force Main and Brine Conveyance $ 324712,285.00
Morth City Renewable Energy $ 33,794,784.00
Morth City MBC Improvements 5 7.310,835.00
Morth City WRP Expansion and PWF Influent Conveyance $ 176,882,842.00
SDG&E $ 3,288,932.00
Total Wastewater 5 545989 678.00 39%
Water:
MorenaPump Station WW Force Main and Brine Conveyance $ 46,504,958.00
Morth City Renewable Energy $ 54,020,128.00
Miramar WTP Pump and Plant Improvements 5 4 555,811.00
Morth City Pure Water Facility % 521,652,285.00
Morth City WRP Expansion and PWF Influent Conveyance 5 45,236,959.00
Morth City Pure Water Pipeline $ 109,411,852.00
MNorth City Pure Water Pump Station $ 20,469,509.00
Total Water $ 841,851602.00 B61%
Total Project $ 1,387,841,280.00
Shared Projects:
MorenaPump Station WW Force Main and Brine Conveyance
Wastewater 5 324.712,285.00 87%
Water $ 46,504,958.00 13%
$  371,217,243.00
Morth City Renewable Energy
Wastewater % 33,794,784.00 26%
Water $ 94.020,128.00 74%
$ 127,814,912.00
Morth City WRP Expansion and PWF Influent Conveyance
Wastewater 5 176,882,842.00 80%
Water $ 45,236,959.00 20%
§ 222119,801.00

Note: The above estimates are based on 60% design of Phase | of the Pure Water Program.
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ATTACHMENT 2 - SAMPLE CWA BILL
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ATTACHMENT 3 - SAMPLE CALCULATION OF REPURIFIED WATER
REVENUE

60409.00001\30398144.12



Attachment 8

Amdt. 1
CH2M Hill
Engineers
Pure Water

No. City Plant



METRO JPA/TAC

Staff Report
Date: July 18, 2018

Project Title:

Pure Water Program — Amendment No. 1 to the Agreement with CH2M Hill Engineers, Inc. for Design
Engineering Services for the North City Water Reclamation Plant Expansion and Influent Conveyance
Project

Requested Action:

Approve Amendment No. 1 to the design engineering services agreement between the City of San Diego
and CH2M Hill Engineers, Inc. for the North City Water Reclamation Plant Expansion and Influent
Conveyance Project and forward item to Metro JPA/ Metro Commission for approval. Amendment No.
1is for a total not to exceed amount of $2,500,000, which will be utilized for design and construction
support services.

Recommendations:
Approve Amendment No. 1 to the agreement

Metro TAC: Approve the subject item and forward to Metro JPA/ Metro
Commission for approval

IROC: N/A

Prior Actions: N/A

(Committee/Commission,
Date, Result)

Fiscal Impact:

Is this projected budgeted? Yes X No
Cost breakdown between | It is estimated that the funding will be allocated as follows: Water:
Metro & Muni: 23% (approximately $587,000), Wastewater: 77% (approximately

$1,913,000) (Metro: 100%, Muni: 0%).

Fiscal impact to the Metro | 33.5% of Metro cost (approximately $640,855)
JPA:

Capital Improvement Program:

New Project? Yes No X N/A

Existing Project? Yes X No  Upgrade/addition Change

Previous TAC/JPA Action:
None.

Additional/Future Action:
Present item to Metro JPA/ Metro Commission for approval on September 6, 2018.

City Council Action:
City Council approval is anticipated on September 11, 2018.

Background: Provide background information on the need for the project

San Diego's imported water supplies face increasing stresses from a variety of sources. As a result, the
region's supplies are becoming less reliable and more expensive. These circumstances, and the threat
limitation on San Diego's water supplies, have intensified the need for new sources of water. Pure
Water San Diego is the City of San Diego's (City) 20-year program to provide a safe, secure and
sustainable local drinking water supply for San Diego. Recycled water will be turned into drinkable

Revised: 20140409



water through the use of water purification technology. Further, Pure Water's system-wide reuse will
significantly reduce flows to the Point Loma Wastewater Treatment Plant (PLWTP) and will make San
Diego more water independent. On April 29, 2014, City Council adopted Resolution Number R-308906
supporting the Pure Water Program. Pure Water implementation includes design and construction of
new treatment and conveyance facilities. To ensure quality design and construction of future Pure
Water facilities, the Public Utilities Department has elected to obtain professional engineering and
technical services for completing the design work.

One of the currently on-going projects that is being executed under the Pure Water Program is the
expansion of the existing North City Water Reclamation Plant (NCWRP). The NCWRP treats wastewater
from several San Diego Communities and distributes recycled water for irrigation and industrial
purposes in the northern San Diego region. As part of the Pure Water Program implementation, the
NCWRP will be expanded so the facility can treat an average annual flow of 52 million gallons per day
(mgd), continue serving recycled water customers, and provide tertiary-treated water to the Pure
Water Facility so it can produce 30 mgd of pure water.

In November 2017, the City awarded an agreement to CH2M Hill Engineers, Inc. to perform design and
construction support services for the North City Water Reclamation Plant Expansion and Influent
Conveyance project. The original Agreement is on file in the Office of the City Clerk as Document No.
R-310738. The said Agreement was issued for an amount not to exceed $17,198,752 for a duration of
five (5) years.

Discussion: Provide information on decisions made to advance the project

Since the initiation of the design and through the continuing design efforts, it has been determined
that additional design and construction support services are needed to complete the NCWRP
Expansion project. Overall, the project has increased in complexity to include equipment
improvements throughout various process areas to bring the plant up its original 30 mgd design
capacity. These upgrades are necessary to ensure there are no equipment deficiencies and the plant is
operating reliably before it is expanded under the Pure Water Program. A substantial amount of
design efforts have been expended for these equipment improvements thus requiring an increase in
the Additional Services Task to cover any additional design and construction support services.

The original agreement allocated $1,500,000 for an Additional Services Task specifically dedicated for
any additional design and construction support services not covered under the original agreement.
However, as the design phase of the project progressed, unanticipated and unforeseen design and
engineering support services were authorized, thus fully depleting the funding under the Additional
Services Task. These services include upgrades to the plant equipment to bring the facility up to its
original 30 mgd capacity, replacement of all sluice gates at the Headworks facility, design of utility
relocations for the future Renewable Energy project located at the NCWRP, implementation of an
alternate design concept to repurpose the secondary clarifiers which reduced the construction cost by
approximately $7.5 million, development of a sewer process model for facility control strategies,
design of the replacement for the existing electrical substation and the design of the brine line that is
within the NCWRP footprint. These items will be bid in conjunction with the NCWRP Expansion project
and in turn will increase the overall construction scope. Furthermore, these items require highly
technical coordination involving multiple disciplines and engineering support which necessitates an
increase for the related construction support services. At this time, the existing agreement does not
account for the construction support services associated with these additional items. Therefore,
Amendment No. 1 will provide the necessary funding for any related design and construction support
services by increasing the Additional Services Task by a not to exceed amount of $2,500,000, in turn
increasing the total contract amount from $17,198,752 to $19,698,752. Overall, this request will
provide the essential engineering support and uninterrupted construction support services throughout
the entire duration of the construction phase of the project.

Revised: 20140409




Bid Results: If bidding was done provide bidding format and results
N/A

Revised: 20140409




Public Utilities Department

Amendment No. 1 to the Agreement with CH2M Hill

Engineers, Inc. for Design Engineering Services for the
North City Water Reclamation Plant Expansion and
Influent Conveyance Project

Metro Technical Advisory Committee
July 18, 2018

The City of

SAN

DIEGO)



,'_ Public Utilities Department

Background

NCWRP Expansion Project is a component of North City Phase 1 delivery of
30 mgd of Pure Water

NCWRP will be expanded to treat an annual average flow of 52 mgd

CH2M Hill Engineers, Inc. is the selected design firm

Total agreement amount is $17,198,752

Original agreement allocated $1,500,000 for an Additional Services Task

sandiego.gov



", Public Utilities Department

Proposed Amendment
« Additional Services Amount exhausted for unanticipated engineering services:

Upgrades and improvements to existing equipment

Replacement of sluice gates at the Headworks facility

Alternate design concept to repurpose the secondary clarifiers (Savings of $7.5 M)
Development of sewer process model

Replacement of electrical substations

Design of brine line

Site preparation for the future Renewable Energy Project

e Amendment No. 1 will replenish the Additional Services Task in an amount not to
exceed $2,500,000; New total agreement amount is $19,698,752

o Additional funding will cover design and construction support services

sandiego.gov
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Schedule

ACTIVITY DATE

Environment Committee 8/2/2018
Metro JPA/ Metro Commission 9/6/2018
City Council 9/11/2018

sandiego.gov



", Public Utilities Department

Questions

sandiego.gov
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WHITEINELSON\DIEHL EVANS LLP

Certified Public Accountants S&Consultants

Board of Directors
Metro Wastewater Joint Powers Authority
Santee, California

We have audited the financial statements of the Metro Wastewater Joint Powers Authority (the
Authority) for the two-years ended June 30, 2015 and have issued our report thereon dated June 15,
2018. Professional standards require that we provide you with information about our responsibilities
under generally accepted auditing standards, as well as certain information related to the planned scope
and timing of our audit. We have communicated such information in the engagement letter dated
December 9, 2015. Professional standards also require that we communicate to you the following
information related to our audit.

Significant Audit Matters:
Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The significant
accounting policies used by the Metro Wastewater Joint Powers Authority are described in Note 1 to
the financial statements. No new accounting policies were adopted and the application of existing
policies was not changed during the two-years ended June 30, 2015. We noted no transactions entered
into by Metro Wastewater Joint Powers Authority during the two-years for which there is lack of
authoritative guidance or consensus. All significant transactions have been recognized in the financial
statements in the proper period.

Accounting estimates are an integral part of the financial statements prepared by management and are
based on management’s knowledge and experience about past and current events and assumptions
about future events. Certain accounting estimates are particularly sensitive because of their
significance to the financial statements and because of the possibility that future events affecting them
may differ significantly from those expected. The most sensitive estimate affecting the Authority’s
financial statements was the collectability of accounts receivable.

Certain financial statement disclosures are particularly sensitive because of their significance to
financial statement users. The most sensitive disclosure affecting the financial statement was the
member agency assessment that is based on each agency’s projected treated wastewater flow
discharge.

The financial statement disclosures are neutral, consistent, and clear.

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and completing
our audit.

-1-
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Significant Audit Findings (Continued)

Corrected and Uncorrected Adjustments

Professional standards require us to accumulate all known and likely misstatements identified during
the audit, other than those that are clearly trivial, and communicate them to the appropriate level of
management. There were no known or likely adjustments identified during the audit, other than those
that are clearly trivial.

Disagreements with Management

For the purposes of this letter, a disagreement with management is a financial accounting, reporting, or
auditing matter, whether or not resolved to our satisfaction, that could be significant to the financial
statements or the auditors’ report. We are pleased to report that no such disagreements arose during the
course of our audit.

Management Representations

We have requested certain representations from management that are included in the management
representation letter dated June 15, 2018.

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and
accounting matters, similar to obtaining a “second opinion” on certain situations. If a consultation
involves application of an accounting principle to the Authority’s financial statements or a
determination of the type of auditor’s opinion that may be expressed on those statements, our
professional standards require the consulting accountant to check with us to determine that the
consultant has all the relevant facts. To our knowledge, there were no such consultations with other
accountants.

Other Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting principles and
auditing standards, with management each year prior to retention as the Authority’s auditors. However,
these discussions occurred in the normal course of our professional relationship and our responses
were not a condition to our retention.

Other Matters

We applied certain limited procedures to Management’s Discussion and Analysis which is required
supplementary information (RSI) that supplements the basic financial statements. Our procedures
consisted of inquiries of management regarding the methods of preparing the information and
comparing the information for consistency with management’s responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial
statements. We did not audit the RSI and do not express an opinion or provide any assurance on the
RSI.



Restriction on Use

This information is intended solely for the use of the Board of Directors and management of the Metro
Wastewater Joint Powers Authority and is not intended to be, and should not be, used by anyone other
than these specified parties.

lildede) ety Moidt ) Ghopna) LL7P
June 15, 2018
Carlsbad, CA
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WHITENELSON\DIEHL EVANS LLP

Certified Public Accountants S¢Consultants

INDEPENDENT AUDITORS' REPORT

Board of Directors
Metro Wastewater Joint Powers Authority
Santee, California

We have audited the accompanying financial statements of the Metro Wastewater Joint Powers Authority (the
Authority) as of and for the two-year period ended June 30, 2015, and the related notes to the financial
statements, which collectively comprise the Authority’s basic financial statements as listed in the table of
contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements
are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditors’ judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditors consider internal control relevant to the Authority’s preparation and fair presentation
of the financial statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the Authority’s internal control. Accordingly,
we express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used
and the reasonableness of significant accounting estimates made by management, as well as evaluating the
overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

2965 Roosevelt Street, Carlsbad, CA 92008-2389 ¢ Tel: 760.729.2343 » Fax: 760.729.2234

Offices located in Orange and San Diego Counties



Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the Metro Wastewater Joint Powers Authority as of June 30, 2015, and the respective changes in
financial position and cash flows thereof for the two-years then ended in accordance with accounting principles
generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis as identified in the accompanying table of contents, be presented to supplement the basic
financial statements. Such information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board, who considers it to be an essential part of financial reporting for
placing the basic financial statements in an appropriate operational, economic, or historical context. We have
applied certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of management about
the methods of preparing the information and comparing the information for consistency with management’s
responses to our inquiries, the basic financial statements, and other knowledge we obtained during the audit of
the basic financial statements. We do not express an opinion or provide any assurance on the information
because the limited procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance on them.

Az Vekopn) Mhide Chpma) L7

Carlsbad, California
June 15, 2018



METRO WASTEWATER JPA MANAGEMENT’S DISCUSSION AND ANALYSIS

MANAGEMENT’S DISCUSSION AND ANALYSIS
My discussion and analysis of Metro Wastewater Joint Powers Authority’s (JPA) financial performance provides an
overview of Metro’s financial activities for the two year period ended June 30, 2015. Please read it in conjunction with
the JPA’s financial statements, which follow this section. The year ended June 30, 2013 is provided for reference.

Financial Statements

This discussion and analysis provides an introduction and a brief description of the JPA’s financial statements,
including the relationship of the statements to each other and the significant differences in the information they provide.
The JPA’s financial statements include four components:

Statement of Net Position

Statement of Revenues, Expenses and Changes in Net Position
Statement of Cash Flows

Notes to Basic Financial Statements

The statement of net position includes all of the JPA’s assets and liabilities, with the difference between the two
reported as net position. There were no deferred outflows or deferred inflows of resources for the year ended June 30,
2015. The JPA’s entire net position is unrestricted.

The statement of revenues, expenses and changes in net position presents information which shows how the JPA’s net
position changed during the year. All of the current year’s revenues and expenses are recorded when the underlying
transaction occurs, regardless of the timing of the related cash flows. The statement of revenues, expenses and changes
in net position measures the success of the JPA’s operations over the past year and determines whether the JPA has
recovered its costs through member agency assessments.

The statement of cash flows provides information regarding the JPA’s cash receipts and cash disbursements during the
year. This statement reports the JPA’s cash activity as either Operating or Investing; the JPA had no Capital and
Related Financing Activities or Noncapital and Related Financing Activities for the year. The statement of cash flows
differs from the statement of revenues, expenses and changes in net position because it accounts only for transactions
that result in cash receipts or cash disbursements.

The notes to the financial statements provide a description of the accounting policies used to prepare the financial

statements and present material disclosures required by generally accepted accounting principles that are not otherwise
present in the financial statements.

Financial Highlights

For the two year period ended June 30, 2015, the JPA’s total net position decreased by $20,035. The JPA’s operating
revenues of $475,225 increased by $5,000 from fiscal year 2013 to fiscal year 2014 and $18,195 from fiscal year 2014
to fiscal year 2015. Operating expenses of $495,362 increased by $75,860 from fiscal year 2013 to fiscal year 2014 and
decreased by $41,677 from fiscal year 2014 to fiscal year 2015.Non-operating revenues decreased by $11 from fiscal
year 2013 to 2014 and $34 from fiscal year 2014 to 2015. There were no non-operating expenses.



METRO WASTEWATER JPA MANAGEMENT’S DISCUSSION AND ANALYSIS

Financial Analysis of the Financial Statements

Net Position

The JPA’s net position at June 30, 2015 totaled $126,475 compared to $146,510 at June 30, 2013. The decrease in
net position is attributed to an operating loss for the two year period, net of operating expenses, of $20,137 and
$102 of nonoperating revenue. The following is a summary of the JPA’s statement of net position:

June 30, 2015 June 30, 2013 Difference
Assets
Current Assets $ 197,101 3 222,089  $ (24,988)
Total Assets 197,101 222,089 (24,988)
Liabilities
Current Liabilities 70,626 75,579 (4,953)
Total Liabilities 70,626 75,579 (4,953)
Net Position
Unrestricted 126,475 146,510 (20,035)
Total Net Position $ 126,475  $ 146,510  $ (20,035)

Revenues, Expenses and Changes in Net Position

This audit covers the two year period from July 1, 2013 to June 30, 2015. The prior audit was for the year ended
June 30, 2013. For this reason, this section compares the change in revenues, expenses and net position on a year
by year basis.

The JPA reported a negative change in net position of $20,035 for the two year period ended June 30, 2015 or a
negative $39,936 for the fiscal year ended June 30, 2014 and a positive $19,901 for the fiscal year ended June 30,
2015; this is a decrease of $70,876 from fiscal year 2013 to 2014 and an increase of $59,837 from fiscal year 2014
to 2015. Revenues for the two year period were $475,327 or $228,583 for the fiscal year ended June 30, 2014 and
$246,744 for the fiscal year ended June 30, 2015; this is an increase of $4,983 from fiscal year 2013 to 2014 and
an increase of $18,161 from fiscal year 2014 to 2015 due to increased contributions from member agencies.
Operating expenses for the two year period were $495,362 or $268,519 for the fiscal year ended June 30, 2014
and $226,843 for the fiscal year ended June 30, 2015. This is an increase of $75,859 from fiscal year 2013 to 2014
and a decrease of $41,677 from fiscal year 2014 to 2015. The increase from fiscal year 2013 to 2014 was
primarily due to additional legal work by BB&K, additional consulting work by Atkins, a redesign of the JPA
website and additional JPA meetings/expenses. The decrease from fiscal year 2014 to 2015 was primarily due to
no website redesign in 2015, a decrease in legal work from BB&K, a decrease in consulting work from Atkins and
a reduction in JPA meetings/expenses.



METRO WASTEWATER JPA

MANAGEMENT’S DISCUSSION AND ANALYSIS

Financial Analysis of the Financial Statements (continued)

Revenues, Expenses and Changes in Net Position (continued)

The following is a summary of the JPA’s statement of revenues, expenses and changes in net position:

Operating Revenues
Nonoperating Revenues

Total Revenues

Operating Expenses
Total Expenses

Changes in Net Position

Net Position at Beg of Year

Net Position at End of Year

Difference Difference
June 30, 2015 June 30, 2014 June 30, 2013 FY15to FY13 FY14 to FY13
3 246,710 $ 228,515 $ 223,515 ) 23,195 $ 5,000
34 68 85 (51) (17
246,744 228,583 223,600 23,144 4983
226,843 268,519 192,660 34,183 75,859
226,843 268,519 192,660 34,183 75,859
19,901 (39,936) 30,940 (11,039) (70,876)
106,574 146,510 115,570 (8,996) 30,940
$ 126,475 $ 106,574 $ 146,510 $ (20,035) $ (39,936)

Long-Term Debt and Capital Assets

The JPA has no long-term debt or capital assets.

Conditions Affecting Current Financial Position

There are no known facts, decisions, or conditions that are expected to have a significant effect on the JPA’s net

position or future results of operations.

Contacting the JPA’s Financial Manager

This financial report is designed to provide Metro Wastewater JPA’s member agencies, their constituents and the State
of California with a general overview of the JPA’s finances and to demonstrate the JPA’s accountability for the money
it receives. If you have questions about this report or need additional financial information, contact the JPA’s treasurer,

Karen Jassoy.



METRO WASTEWATER
JOINT POWERS AUTHORITY

STATEMENT OF NET POSITION
June 30, 2015

ASSETS
Current Assets:
Cash and cash equivalents $ 163,657
Accounts receivable 33,444
Total Current Assets 197,101
TOTAL ASSETS 197,101
LIABILITIES
Current Liabilities:
Accounts payable 70,626
Total Current Liabilites 70,626
TOTAL LIABILITIES 70,626
NET POSITION
Unrestricted 126,475
TOTAL NET POSITION $ 126,475

See accompanying notes to basic financial statements.



METRO WASTEWATER

JOINT POWERS AUTHORITY

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

OPERATING REVENUES
Member agency assessments

Total Operating Revenues
OPERATING EXPENSES
Engineering
Directors meetings
General and administrative
Legal
Total Operating Expenses

OPERATING INCOME

NONOPERATING REVENUES
Investment income

Total Nonoperating Revenues

Change in Net Position
Net Position, Beginning of Period

Net Position, End of Period

For the two-year period ended June 30, 2015

See accompanying notes to basic financial statements.

475,225

475,225

301,713
49,662
78,875
65,112

495,362

(20,137)

102

102

(20,035)

146,510

126,475




METRO WASTEWATER
JOINT POWERS AUTHORITY

STATEMENT OF CASH FLOWS
For the two-year period ended June 30, 2015

Cash Flows from Operating Activities:

Cash receipts from membership agency assessments $ 472,862

Cash paid to vendors and suppliers for materials and services (522,292)
Net Cash Used by Operating Activities (49,430)
Cash Flows from Investing Activities:

Interest earnings 102
Net Cash Provided by Investing Activities 102
Net Decrease in Cash and Cash Equivalents (49,328)
Cash and Cash Equivalents, Beginning of Period 212,985
Cash and Cash Equivalents, End of Period $ 163,657

Reconciliation of Operating Loss to Net Cash Flows Used by Operating Activities:

Operating loss $ (20,137)

Adjustments to Reconcile Operating Income to
Net Cash Used by Operating Activities:
Changes in operating assets and liabilites:

Increase in accounts receivable (24,340)
Decrease in accounts payable (4,953)
Total Adjustments (29,293)
Net Cash Used by Operating Activities $ (49,430)

See accompanying notes to basic financial statements.
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METRO WASTEWATER JOINT POWERS AUTHORITY NOTES TO THE BASIC FINANCIAL STATEMENTS

a.

June 30, 2015

REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

Organization and Operations of the Reporting Entity:

The Metropolitan Wastewater Commission was formed in 1998 pursuant to the terms of the 1998 Regional
Wastewater Disposal Agreement between the City of San Diego and the following municipalities
collectively referred to as the Participating Agencies: Cities of Chula Vista, Coronado, Del Mar, El Cajon,
Imperial Beach, La Mesa, Lemon Grove, National City, Poway, the Otay Water District, Padre Dam
Municipal Water District, East Otay Mesa, Lakeside/Alpine, Spring Valley, and Winter Gardens Sanitation
District. The Metropolitan Wastewater Commission is an advisory body to the City of San Diego, advising
the City on matters affecting the Metro System, owned by the City of San Diego.

In 2001 the Metro Wastewater Joint Powers Authority (the Authority) was formed to provide the
Participating Agencies with a stronger voice in the operations of the Metro System, for which they
collectively pay approximately 35% of the operation and capital costs. As of October 2007, all Participating
Agencies of the Metropolitan Wastewater Commission are members of the Authority.

The Authority, along with the Metropolitan Wastewater Commission acts as partners with the City of San
Diego and the City’s Metropolitan Wastewater Department in planning and budget development, and
through its participation in the Metro Technical Advisory Committee, monitors the implementation of the
City of San Diego Metropolitan Wastewater Plan and the City’s Metropolitan Wastewater Department’s
engineering and financial practices.

Measurement Focus, Basis of Accounting and Financial Statements Presentation:

“Measurement focus” is a term used to describe which transactions are recorded within the various financial
statements. “Basis of accounting” refers to when transactions are recorded regardless of the measurement
focus applied. The accompanying financial statements are reported using the “economic resources
measurement focus”, and the “accrual basis of accounting”. Under the economic resources measurement
focus all assets and liabilities (whether current or noncurrent) are included on the Statement of Net Position.
The Statement of Revenues, Expenses and Changes in Net Position present increases (revenues) and
decreases (expenses) in total net position. Under the accrual basis of accounting, revenues are recorded
when earned and expenses are recorded when a liability is incurred, regardless of the timing of related cash
flows.

Operating revenues, mainly member agency assessments, result from exchange transactions associated with
the principal activity of the Authority. Exchange transactions are those in which each party receives and
gives up essentially equal values. Nonoperating revenues, result from non-exchange transactions, in which,
the Authority receives value without directly giving value in exchange.

The Authority reports its activities as an enterprise fund, which is used to account for operations that are
financed and operated in a manner similar to a private business enterprise.



1.

METRO WASTEWATER JOINT POWERS AUTHORITY NOTES TO THE BASIC FINANCIAL STATEMENTS

REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued):

b. Measurement Focus, Basis of Accounting and Financial Statements Presentation (continued):

The basic financial statements of the Metro Wastewater Joint Powers Authority have been prepared in
conformity with accounting principles generally accepted in the United States of America. The
Governmental Accounting Standards Board (GASB) is the accepted standard setting body for governmental
accounting financial reporting purposes.

Net position of the Authority is classified into three components: (1) net investment in capital assets, (2)
restricted net position, and (3) unrestricted net position. These classifications are defined as follows:

Net Investment in Capital Assets

This component of net position consists of capital assets, net of accumulated depreciation and reduced by
the outstanding balances of notes or borrowing that are attributable to the acquisition of the asset,
construction, or improvement of those assets. If there are significant unspent related debt proceeds at year-
end, the portion of the debt attributable to the unspent proceeds are not included in the calculation of net
investment in capital assets. The Authority has no net investment in capital assets at June 30, 2015.

Restricted Net Position

This component of net position consists of net position with constrained use through external constraints
imposed by creditors (such as through debt covenants), grantors, contributors, or laws or regulations of
other governments or constraints imposed by law through constitutional provisions or enabling legislation.
The Authority has no amounts in restricted net position at June 30, 2015.

Unrestricted Net Position
This component of net position consists of net position that does not meet the definition of “net investment
in capital assets” or “restricted net position”.

When both restricted and unrestricted resources are available for use, it is the Authority’s practice to use
restricted resources first, then unrestricted resources as they are needed.

New Accounting Pronouncements:
Implemented:

e GASB 65 - “ltems Previously Reported as Assets and Liabilities™, required to be implemented
during the two year period ended June 30, 2015 and did not impact the Authority.

e GASB 66 - “Technical Corrections, an amendment of GASB Statement No. 10 and Statement
No. 627, required to be implemented during the two year period ended June 30, 2015 and did
not impact the Authority.

e GASB 67 - “Financial Reporting for Pension Plans, an amendment of GASB Statement No. 25
required to be implemented during the two year period ended June 30, 2015 and did not impact
the Authority.

e GASB 68 - “Accounting and Financial Reporting for Pensions, an amendment of GASB

Statement No. 277, required to be implemented during the two year period ended June 30, 2015
and did not impact the Authority.

10



METRO WASTEWATER JOINT POWERS AUTHORITY NOTES TO THE BASIC FINANCIAL STATEMENTS

1.

REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued):

c. New Accounting Pronouncements (Continued):

Implemented (continued):

GASB Statement No. 69 - “Government Combinations and Disposals of Government
Operations”, required to be implemented during the two year period ended June 30, 2015 and
did not impact the Authority.

GASB 70 - “Accounting and Financial Reporting for Nonexchange Financial Guarantees™,
required to be implemented during the two year period ended June 30, 2015 and did not impact
the Authority.

GASB 71 - “Pension Transition for Contributions Made Subsequent to the Measurement Date —
an Amendment of GASB No. 68, required to be implemented during the two year period ended
June 30, 2015 and did not impact the Authority.

Pending Accounting Standards:

GASB has issued the following statements which may impact the Authority’s financial reporting
requirements in the future:

GASB 72 - “Fair Value Measurement and Application”, effective for periods beginning after
June 15, 2015.

GASB 73 - “Accounting and Financial Reporting for Pensions and Related Assets That Are Not
within the Scope of GASB Statement 68, and Amendments to Certain Provisions of GASB
Statement 67 and 68", effective for periods beginning after June 15, 2015 - except for those
provisions that address employers and governmental nonemployer contributing entities for
pensions that are not within the scope of Statement 68, which are effective for periods
beginning after June 15, 2016.

GASB 74 - “Financial Reporting for Postemployment Benefit Plans Other Than Pension
Plans”, effective for periods beginning after June 15, 2016.

GASB 75 - “Accounting and Financial Reporting for Postemployment Benefits Other Than
Pensions”, effective for periods beginning after June 15, 2017.

GASB 76 - “The Hierarchy of Generally Accepted Accounting Principles for State and Local
Governments”, effective for periods beginning after June 15, 2015.

GASB 77 - “Tax Abatement Disclosure™, effective for periods beginning after
December 15, 2015.

GASB 78 - ““Pensions Provided through Certain Multiple-Employer Defined Benefit Pension
Plans™, effective for periods beginning after December 15, 2015.

GASB 79 - “Certain External Investment Pools and Pool Participants”, the certain provisions
on portfolio quality, custodial credit risk, and shadow pricing, is effective for periods beginning
after December 15, 2015.

11



METRO WASTEWATER JOINT POWERS AUTHORITY NOTES TO THE BASIC FINANCIAL STATEMENTS

1. REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):

Pending Accounting Standards (continued):

GASB has issued the following statements which may impact the District’s financial reporting
requirements in the future:

GASB 80 - Blending Requirements for Certain Component Units, effective for periods
beginning after June 15, 2016.

GASB 81 - Irrevocable Split-Interest Agreements, effective for periods beginning after
December 15, 2016.

GASB 82 — Pension Issues -An Amendment of GASB Statement No. 67, No. 68, and No.73,
effective for periods beginning after June 15, 2016.

GASB 83 — “Certain Asset Retirement Obligations, effective for periods beginning after June
15, 2018.

GASB 84 - Fiduciary Activities, effective for periods beginning after December 15, 2018.
GASB 85 - Omnibus 2017, effective for periods beginning after June 15, 2017.

GASB 86 - Certain Debt Extinguishment Issues, effective for periods beginning after June 15,
2017.

GASB 87 - Leases, effective for periods beginning after December 15, 2019.

GASB 88 — Certain Disclosures Related to Debt, including Direct Borrowings and Direct
Placements for periods beginning after June 15,2018.

d. Cash and Cash Equivalents:

For purposes of the statement of cash flows, the Authority considers all investment instruments purchased
with a maturity of three months or less to be cash equivalents.

e. Accounts Receivable:

Management believes that all receivables are fully collectible; therefore no allowance for doubtful accounts
was recorded as of June 30, 2015.

f. Budgetary Controls:

The Authority prepares a budget that is approved by the Board of Directors. Unspent appropriations for the
operating budget lapse at fiscal year-end unless designated by Board action to be carried forward to the next
budget period.

12



METRO WASTEWATER JOINT POWERS AUTHORITY NOTES TO THE BASIC FINANCIAL STATEMENTS

1. REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):

g. Estimates:

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the reported
amounts of assets, liabilities, and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting period. Actual results
could differ from those estimates.

h. Subsequent Events:

Events occurring after June 30, 2015 have been evaluated for possible adjustments to the financial
statements or disclosures as of June 15, 2018, which is the date these financial statements were available to
be issued.

2. CASH AND INVESTMENTS:

At June 30, 2015, the $163,657 of cash and cash equivalents shown on the Statement of Net Position are
deposits with financial institutions.

Custodial credit risk for deposits is the risk that, in the event of the failure of a depository financial institution,
the Authority will not be able to recover its deposits or will not be able to recover collateral securities that are in
the possession of an outside party. The custodial credit risk for investments is the risk that, in the event of the
failure of the counter-party (e.g., broker-dealer) the Authority will not be able to recover the value of its
investment or collateral securities that are in the possession of another party. The California Government Code
and the Authority’s investment policy do not contain legal or policy requirements that would limit the exposure
to custodial credit risk for deposits or investments, other than the following provision for deposits: The
California Government Code requires that a financial institution secure deposits made by state or local
governmental units by pledging securities in an undivided collateral pool held by a depository regulated under
state law (unless so waived by the governmental unit). The market value of the pledged securities in the
collateral pool must equal at least 110% of the total amount deposited by the public agencies. California law
also allows financial institutions to secure Authority deposits by pledging first trust deed mortgage notes having
a value of 150% of the secured public deposits.

As of June 30, 2015, there were no deposits with financial institutions in excess of the Federal insurance limits.

13



METRO WASTEWATER JOINT POWERS AUTHORITY NOTES TO THE BASIC FINANCIAL STATEMENTS

3. MEMBER AGENCY ASSESSMENTS:

The Authority prepares an expense budget, then calculates member agency assessments to cover budgeted
expenses. Member agency assessments are based on each agency’s projected treated wastewater flow discharge.
The projected discharge is based on the actual figures from the prior year.

For the Fiscal Year Ending
June 30, 2014

For the Fiscal Year Ending
June 30, 2015

Commission Commission
Flow Flow

Distribution Distribution
Agency Percentage Billings Percentage Billings Total Billings
Chula Vista 28.34 $ 64,761 28.31 $ 69,843 $ 134,604
Coronado 3.62 8,268 4.22 10,411 18,679
County of San Diego 19.27 44,037 18.95 46,752 90,789
Del Mar 0.95 2,169 0.42 1,036 3,205
El Cajon 13.49 30,818 13.68 33,750 64,568
Imperial Beach 3.70 8,456 3.84 9,474 17,930
La Mesa 7.96 18,179 7.63 18,824 37,003
Lemon Grove 3.70 8471 3.77 9,301 17,772
National City 7.52 17,179 7.78 19,194 36,373
Otay Water District 0.65 1,485 0.67 1,653 3,138
Padre Dam 4.93 11,275 4.67 11,521 22,796
Poway 5.87 13,417 6.06 14,951 28,368
Total 100.00 $ 228515 100.00 $ 246,710 $ 475,225
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Updated Items in Red ltalics

Active ltems

Description

Member(s)

Muni
Transportation
Rate Study
Working Group

San Diego has hired Carollo Engineers to review the existing transportation
rate structure. A work group has been formed to review and give input. First
meeting will be in December 2017. Although this is a muni issue it is included
on the work plan due to its significance and potential effect on all Metro TAC
members. 3/18: Technical consultants to meet with PUD staff and Carollo on
3/22/18 to review model in detail 6/18: JPA technical consultants continue to
work with PUD staff on understanding rate calculations

Roberto Yano
Dan Brogadir
Erin Bullers
Mark Niemiec
Yazmin Arellano
Dexter Wilson
Karyn Keese
Carmen Kasner

Minimize ultimate Point Loma treatment costs and most effectively spend
ratepayer dollars through successful coordination between water and
wastewater agencies. 10/17: Group has met several times. Discussions are
ongoing. 3/18: Group continues to meet at least monthly. 6/18: Group
continues to meet monthly. Outreach subgroup formed.

SD staff
Point Loma Permit | Metro Commission/JPA Ad Hoc established 9/17. GOAL: Create regional Jerry Jones
Ad Hoc TAC water reuse plan so that both a new, local, diversified water supply is created | Jim Peasley
AND maximum offload at Point Loma is achieved to support legislation for Ed Spriggs
permanent acceptance of Point Loma as a smaller advanced primary plant. Bill Baber

Steve Padilla
Metro TAC staff
& JPA
consultants

Pure Water EIR

Sub Committee

Comment Ad Hoc

Created at September 2017 Metro TAC meeting. Purpose to provide technical
review of the Pure Water Program EIR and provide draft comments for Metro
TAC/JPA review. 10/17: Dexter Wilson & Carmen Kasner reviewed their
comments w/Metro TAC. They will forward comments to Chair Humora & he
will forward to San Diego. 3/18: Comments submitted to EIR staff. Response
from San Diego does not address all issues. Technical consultants and Ad
Hoc working with City staff on issues. 6/18: One lawsuit filed by La Jolla
Planning Group against the EIR. San Diego extends JPA tolling agreement for
60 days.

Roberto Yano
Dexter Wilson
Carmen Kasner
Lisa Coburn-
Boyd

Paula de Sousa
Mills

Pure Water

Group

Facilities Working

This subcommittee was formed by Metro TAC and is a technical group of
engineers and supporting financial staff to work with San Diego staff and
consultants on cost allocations for proposed Pure Water facilities. This group
meets at least monthly. Current projects include North City and MBC
expansions. First meeting was 3/24/17. Roberto Yano is the chair. 5/17:
Group continues to meet monthly with PUD and PWP consultants. Reviewed
and accepted cost allocation for MBC.7/17: Facilities WG has submitted their
comments to the City of SD on the 30% design of the North City Expansion
Project. They are working cooperatively with PUD staff and consultants in the
review of the design and their comments. 9/17: Positive progress, reviewed
Construction package 1 and 3 and provided comments 10/17: Continued work
w/SD on cost allocation of major PWP facilities. Projected draft cost allocation
document in November/December 2017. 3/18: Working group have reviewed
all four construction design packages and has turned in comments &
questions to PUD staff. Work on cost allocation continues. 6/18: Continued
review of designs & questions.

Yazmin Arellano
Dan Brogadir
Steve Beppler
Al Lau

Scott Tulloch
Dexter Wilson
Roberto Yano
SD staff &
consultants

June 14, 2018

Page 1 of 4




¢

METRO

WASTEWATER J P A

Metro TAC Work Plan
Active & Pending Iltems
June 2018

Updated Items in Red ltalics

Active ltems

Description

Member(s)

Sample Rejection
Protocol Working
Group

7/16: The sample rejection protocol from the B&C 2013 report has been under
discussion between PUD staff and Metro TAC. A working group was formed to
deal with this highly technical issue and prepare draft recommendations on
any changes to current sampling procedures. The existing protocol is to be
used through FY17. If changes are approved to the protocol they will be
implemented in FY18. 1/17: Work group continues to meet monthly. 6/17:
Working Group has complete their review. Three work items to be brought
forward at June Metro TAC and during the next fiscal year quarter: 1) Edgar
Patino will write memo to support decisions of working group. 2) PUD financial
staff to provide workshop for PAs during next fiscal year quarter to go over
strength based billing and how to understand sampling data and quarterly
billings. Training session to be videotaped and uploaded to the JPA website 3)
Dexter Wilson to provide draft protocol on how to read and validate quarterly
billings. March 2018: PUD staff has prepared the draft memo and has
distributed it to the working group 6/18: Memo presented to TAC and accepted
as Protocol #3. Only remaining task is SBB training session.

Dennis Davies
Dan Brogadir
Al Lau

Dexter Wilson
Erin Bullers
SD staff

PLWTP Permit Ad
Hoc Working
Group

1/17: Greg Humora and Scott Tulloch continue to meet with stakeholders. .
Milestones are included in each month Metro TAC and Commission agenda
packet.

Greg Humora
Scott Tulloch
SD staff &
consultants
Enviro members

Flow Commitment
Working Group

6/16: Upon the request of Metro Com Chair Jim Peasley Chairman Humora
created a working group to review the Flow Commitment section of the
Regional Agreement and make recommendations on the fiscal responsibilities
of members who might withdraw their flow from the Metro System. The Work
Group held their first meeting June 24, 2016. Yazmin Arellano chairs the work
group. 1/17: Work group continues to meet monthly. 4/17: Group has
prepared draft RFP to hire engineering consultant to update Pt. Loma
capacities. 7/17: Working Group is waiting for additional data from PUD staff
and is finalizing the scope and selection of a consultant for the Pt. Loma Cost
Capacity Study 10/17: Metro System Sewage Generated Flow projections
worksheet handed out. Copy attached. 3/18: Working group continues to meet
monthly; presentation made at March Metro TAC meeting. Agencies to review
draft capacity numbers and provide comments by April Metro TAC meeting.
6/18: New capacity numbers developed and incorporated into draft
Amendment.

Yazmin Arellano
Roberto Yano
Erin Bullers

Eric Minicilli

Al Lau

Dexter Wilson
Karyn Keese
SD staff

June 14, 2018
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Member(s)

Secondary
Equivalency

5/14: Definition of secondary equivalency for Point Loma agreed to be enviros
12/14: Cooperative agreement signed between San Diego and enviros to work
together to pass legislation for secondary equivalency (until 8/1/19)

San Diego indicated that passage of Federal legislation is not possible under
the current political environment. San Diego is exploring options for State
legislation 9/15: Letter received from EPA endorsing modified permit for Point
Loma 6/16: Pursuit of Federal Legislation will be held off until after the
November 2016 election. City of San Diego to consult with DC lobbyists on
2/4/17 6/17: Mayor Faulconer to meet with EPA Washington re: proceeding
with Admin Fix. JPA to send letter stating that they do not support Admin Fix
and request pursuit of permanent legislation instead. 10/17: SD is pursing
both Admin Fix and Secondary Equivalency legislation in Washington; Ad Hoc
to monitor efforts. Updates to be provided by SD staff/consultants at each
Metro Commission meeting.

Greg Humora
Scott Tulloch

Pure Water
Program Cost
Allocation Working
Group

A working group was formed to discuss Pure Water program cost allocation
policies. 9/16: Concepts to be refined by Metro TAC and San Diego staff for
presentation to Commission 1/17. 4/17: This group is currently being
supported on a technical level by the Pure Water Facilities
Subcommittee.7/17: Working group is reviewing full PWP components list with
PUD staff. 3/18: Cost allocation continues. Phase | cost allocation to be set
based on outcome of bids forl3 PWP construction packages due to be bid in
the fall of 2018. 6/18: Award of blanket contract approval by San Diego City
Council moved to 10/2/18.

Greg Humora
Scott Tulloch
Roberto Yano
Karyn Keese
SD staff &
consultants

Pure Water
Program Cost
Allocation Metro
TAC Working
Group

5/14: Draft facility plan and cost allocation table provided to Metro TAC
working group
3/15: Draft cost allocation presentation provided to Metro TAC

Greg Humora
Scott Tulloch

Rick Hopkins
Roberto Yano
Al Lau

Bob Kennedy
Karyn Keese

Exhibit E Audit

6/16: FY 2013 audit accepted by Metro Commission; 9/16: FYE 2014 audit
accepted by Metro Commission. FYE 2015 audit report to be issued by end of
2016 and then all audits will be caught up. 1/17: FYE 2015 to be issued in
February 2017. FYE 2016 fieldwork is underway with anticipated draft 7/17.
3/17: FYE 2015 audit report issued. Acceptance pending resolution of PWP
cost allocation for cost incurred in that fiscal year. 5/17: FYE 2015 audit to
move forward as requested costs have been received. FYE 2016 audit field
work complete. 6/17: FYE 2015 audit accepted by JPA with assurances that
once the PWP cost allocation is complete and approved by all parties that
incurred costs will be adjusted as necessary to approved split of shared costs
between water and wastewater. FYE 2016 audit field work complete.
Completion anticipated in October 2017. 10/17: FYE 2017 Exhibit E Audit has
begun. 3/18: FYE 2016 audit completion date moved to 4/18. FYE 2017
preliminary draft number prior to fieldwork is showing an increase from $65
million PA share to $70 million. 6/18: Exhibit E 2016 audit completion
projected to be 7/18.

Karyn Keese
Karen Jassoy

June 14, 2018
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Description
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Amend Regional
Wastewater
Disposal
Agreement

The addition of Pure Water facilities and costs will likely require the
amendment of the 1998 Regional Wastewater Disposal Agreement.

The Padre Dam billing errors have led to a need to either amend the
Agreement and/or develop administrative protocols to help resolve potential
future billing errors. After Pure Water cost allocation had been agreed to this
effort will begin.

Greg Humora
Roberto Yano
Dan Brogadir
Karyn Keese
Paula de Sousa
Mills

Debt Allocation
Working Group

3/18: Working group has been preparing an MOU and draft Amendment to the
Regional Disposal Agreement to incorporate cost allocation “deal points” into
a formal document. Draft MOU and Agreement has been reviewed by Ad Hoc
and will go to Metro TAC at their March meeting. 6/18: Draft amendment is still
under negotiation with San Diego staff. 5/14/18 version presented to Metro
TAC and JPA/Commission.

Greg Humora
Roberto Yano
Scott Tulloch
Dexter Wilson
Karyn Keese
Paula de Sousa
Mills

Nicholas Norvell

IRWMP

8/15 RAC minutes included in August Metro TAC agenda. Padre Dam
received a $6 million grant for their project. 9/16: June 2, 2016 and August 3,
2016 minutes presented to Metro TAC. 12/16: Roberto Yano and Yazmin
Arellano appointed to IRWMP. 5/17: Roberto Yano providing monthly updates
as well as grant funding opportunities 6/17: Robert Yano urged Metro TAC
members to visit the IRWMP website to keep on top of funding

opportunities: http://www.sdirwmp.org; Yazmin to attend June meeting. 10/17:
Roberto Yano requested comments from TAC on storm water presentation to
be provided to IRWMP10/17: Yazmin gave update on Prop 1 and other
funding sources. Members should monitor funding opportunities

at: http://www.sdirwmp.org

Roberto Yano
Yazmin Arellano

Strength Based
Billing Evaluation

San Diego will hire a consultant every three years to audit the Metro metered
system to insure against billing errors.

Al Lau
Dan Brogadir
Karyn Keese

Changes in water
legislation

Metro TAC and the Board should monitor and report on proposed and new
legislation or changes in existing legislation that impact wastewater
conveyance, treatment, and disposal, including recycled water issues

Paula de Sousa
Mills

June 14, 2018
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Metro TAC
Participating Agencies
Selection Panel Rotation

: : Date
Agency Representative Selection Panel Assigned
County of San Diego | Dan Brogadir As-Needed Condition Assessment Contract 3/24/2015
Chula Vista Roberto Yano Out on Leave 6/10/15
La Mesa Greg Humora North City to San Vicente Advanced Water Purification Conveyance System 6/10/15
Poway Mike Obermiller Real Property Appraisal, Acquisition, and Relocation Assistance for the Public 11/30/15
Utilities Department
El Cajon Dennis Davies PURE WATER RFP for Engineering Design Services 12/22/15
Lemon Grove Mike James PURE WATER RFP Engineering services to design the North City Water 03/16/15
reclamation Plant and Influence conveyance project
National City Kuna Muthusamy | Passes 04/04/2016
Coronado Ed Walton As-Needed Environmental Services - 2 Contracts 04/04/2016
Otay Water District Bob Kennedy As Needed Engineering Services Contract 1 & 2 04/11/2016
Del Mar Eric Minicilli Pure Water North City Public Art Project 08/05/2016
Padre Dam Al Lau Biosolids/Cogeneration Facility solicitation for Pure Water 08/24/2016
County of San Diego | Dan Brogadir Pure Water North City Public Art Project 08/10/2016
Chula Vista Roberto Yano Design Metropolitan Biosolids Center (MBC) Improvements Pure Water 9/10/2016
Program
La Mesa Greg Humora Design of Metropolitan Biosolids Center (MBC) Improvements 9/22/16
Poway Mike Obermiller Electrodialysis Reversal (EDR) System Maintenance 12/7/16
El Cajon Dennis Davies As-Needed Construction Management Services for Pure Water 3/13/17
Lemon Grove Mike James Morena Pipeline, Morena Pump Station, Pure Water Pipeline and Dechlorination Facility, and 8/7/17
the Subaqueous Pipeline
National City Vacant North City and Miramar Energy Project Landfill Gas and Generation- Pass 1/31/2018
Coronado Ed Walton North City and Miramar Energy Project Landfill Gas and Generation 1/31/2018
Otay Water District Bob Kennedy As Needed Engineering Services - Contracts 3 and 4 (H187008 & H187009) 2/16/2018
Del Mar Joe Bride Request for Proposal Owner Controlled Insurance Program (OCIP) Pure 5/23/18
Water — 15 email sent on 5/23/18 & 2" email sent on 5/29/18
Padre Dam Al Lau Request for Proposal Owner Controlled Insurance Program (OCIP) Pure 5/31/18
Water (Mark Niemiec will participate)
County of San Diego | Dan Brogadir
Updated 6/14/2018 EXP




Chula Vista

Frank Rivera

Imperial Beach

Eric Minicilli

La Mesa Greg Humora
Poway Mike Obermiller
El Cajon Dennis Davies
Lemon Grove Mike James
National City Roberto Yano
Coronado Ed Walton
Otay Water District Bob Kennedy
Del Mar Joe Bride
Padre Dam Al Lau

County of San Diego | Dan Brogadir
Chula Vista Frank Rivera
Imperial Beach Eric Minicilli

La Mesa Greg Humora
Poway Mike Obermiller
El Cajon Dennis Davies
Lemon Grove Mike James
National City Roberto Yano
Coronado Ed Walton
Otay Water District Bob Kennedy
Del Mar Joe Bride
Padre Dam Al Lau

County of San Diego | Dan Brogadir
Chula Vista Frank Rivera
Imperial Beach Eric Minicilli

La Mesa Greg Humora
Poway Mike Obermiller
El Cajon Dennis Davies
Lemon Grove Mike James
National City Roberto Yano
Coronado Ed Walton

Updated 6/14/2018
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Sewer Rate Comparison for Participating Agencies in San Diego Metro System
$80 Based on 7 units of water and 3/4 Residential meter size
for sewer billing established by July 2018
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	RECITALS
	I. DEFINITIONS
	A. Annual Average Daily Flow is the number, in millions of gallons of wastewater per day (“MGD”), calculated by dividing total Flow on a fiscal year basis by 365 days.
	B. Brine is a waste byproduct of the demineralization process at an upstream Water Repurification System facility or a Reclaimed Water facility.
	C. Capital Expense Rate is the cost per acre foot that will apply if the Metro System’s Capital Improvement Costs for the Pure Water Program and/or upgrading of the Point Loma WTP to secondary treatment exceed $1.8 billion, as further described in Exh...
	D. Capital Improvement Costs are costs associated with the planning, design, financing, construction, or reconstruction of facilities.
	E. Chemical Oxygen Demand or “COD” means the measure of the chemically decomposable material in wastewater, as determined by the procedures specified in the most current edition of “Standard Methods for the Examination for Water and Wastewater,” or an...
	F. City Water Utility PW Costs are those Pure Water Program costs allocated to the City’s water utility and therefore excluded as Metro System costs under Exhibit F.
	G. Contract Capacity is the contractual right possessed by each Participating Agency to discharge wastewater into the Metro System pursuant to this Agreement up to the limit set forth in Exhibit B attached hereto. Contract Capacity is stated in terms ...
	H. Flow is the amount of wastewater discharged by the City and each Participating Agency.
	I. Functional-Design Methodology shall mean the process of allocating Operation and Maintenance Costs and Capital Improvement Costs to Flow and Strength parameters recognizing the benefits of both the design criteria and the primary function of a unit...
	J. Metro Commission is the advisory body created under Section VIII.
	K. Metro System Costs are those costs set forth in Section 5.2.1.
	L. Metro System Revenues are those revenues set forth in Section 5.2.2.
	M. Metropolitan Sewerage System or Metro System shall mean and consist of those facilities and contract rights to facilities which are shown and/or described in Exhibit A attached hereto and incorporated by this reference, including any amendments the...
	N. Municipal System shall mean the City’s wastewater collection system, which consists of pipelines and pump stations, that collects wastewater within the City of San Diego and conveys it to the Metropolitan Sewerage System for treatment and disposal.
	O. New Capacity is the capacity to discharge wastewater outside the Metro System, above the Contract Capacity set forth in Exhibit B attached hereto.
	P. New Contract Capacity is the capacity to discharge wastewater into the Metro System, above the Contract Capacity set forth in Exhibit B attached hereto.
	Q. North City Water Reclamation Plant or North City WRP is the 30 million gallons per day (as of the date of this Agreement) wastewater treatment facility located at 4949 Eastgate Mall in San Diego, which includes four major processes: primary treatme...
	R. Operation and Maintenance Costs are the costs of those items and activities required by sound engineering and management practices to keep the conveyance, disposal, treatment, and reuse facilities functioning in accordance with all applicable laws,...
	S. Point Loma Wastewater Treatment Plant or Point Loma WTP is the 240 million gallons per day (as of the date of this Agreement) advanced primary treatment plant which includes four major processes: screening, grit removal, sedimentation, and digestion.
	T. Pure Water Program is the City’s phased, multi-year program designed to produce at least 83 million gallons per day of Repurified Water using new, expanded, or modified facilities, some of which will include Metro System facilities.
	U. Reclaimed Water (or Recycled Water) shall have the definition set forth in Title 22, Division 4 of the California Code of Regulations and shall mean water which, as a result of treatment of wastewater, is suitable for a direct beneficial use or a c...
	V. Reclaimed Water (or Recycled Water) Distribution System shall mean and consist of those eight (8) reclaimed water projects listed in Attachment B of the Stipulated Final Order for Injunctive Relief approved by the U.S. District Court on June 6, 199...
	W. Repurified Water shall mean water which, as a result of advanced treatment of Reclaimed Water, is suitable for use as a source of domestic (or potable) water supply.
	X. Repurified Water Revenue is the cost savings that will be realized when the City water utility’s annual costs per-acre foot for Repurified Water are less than the purchase costs per-acre foot for comparable water from the San Diego County Water Aut...
	Y. Return Flow shall mean the effluent created by the dewatering of digested biosolids, which includes centrate.
	Z. Reuse shall mean to use again, such as water which has been reclaimed or repurified, or sludge that has been converted to biosolids for beneficial use.
	AA. South Bay Land/Ocean Outfall is the facility that is jointly owned by the International Boundary & Water Commission (U.S. Section IBWC) and the City of San Diego. The Outfall is planned to convey and discharge treated effluent from the IBWC’s Inte...
	BB. South Bay Water Reclamation Plant is the 15 million gallons per day (as of the date of this Agreement) wastewater treatment facility located at 2411 Dairy Mart Road in San Diego, which includes four major processes: primary treatment, secondary tr...
	CC. Strength means the measurement of Suspended Solids (SS) and Chemical Oxygen Demand (COD) within the wastewater Flow and any other measurement required by law after the date of this Agreement.
	DD. Suspended Solids or SS means the insoluble solid matter in wastewater that is separable by laboratory filtration, as determined by the procedures specified in the most current edition of “Standard Methods for the Examination of Water and Wastewate...
	EE. Tertiary Component is that portion of the wastewater treatment process that currently filters the secondary treated wastewater effluent through fine sand and/or anthracite coal to remove fine Suspended Solids and disinfects it to meet the requirem...
	FF. Water Repurification System shall mean any facilities, including treatment and conveyance facilities, the purpose of which is the production or conveyance of Repurified Water.  Water Repurification System includes, but is not limited to: the Terti...
	GG. Wet Weather Flow is Flow entering the Metro System during rainy weather.
	Peak 24-Hour Wet Weather Flow is the highest measured Wet Weather Flow occurring in a 24 hour period during a fiscal year.
	Wet Weather Flow Rights are the estimated amounts of Wet Weather Flow, stated in millions of gallons per day (MGD), that the City and each Participating Agency are projected to have in the 2050 fiscal year.  Wet Weather Flow Rights are the 10-year ave...

	II. OWNERSHIP AND OPERATION OF THE METRO SYSTEM
	2.1 URights of the PartiesU.
	2.2 UMetro System ServicesU.
	2.2.1 The City shall provide wastewater conveyance, treatment and disposal services to the Participating Agencies through the Metro System, under the terms set forth in this Agreement.
	2.2.2 The City shall operate the Metro System in an efficient and economical manner, maintaining it in good repair and working order, all in accordance with recognized sound engineering and management practices.
	2.2.3 The City shall convey, treat, and dispose of or reuse all wastewater received under this Agreement in such a manner as to comply with all applicable laws, rules and regulations.

	2.3 UFlow CommitmentU.
	2.3.1 Absent agreement of the parties, all Flow from the Participating Agencies and the City, up to the capacity limits set forth in Exhibit B or any amendments thereto, shall remain in the Metro System.
	2.3.2 This Agreement shall not preclude any Participating Agency from diverting Flow from the Metro System as a result of the construction of reclamation facilities or New Capacity outside of the Metro System.
	2.3.3 Any Participating Agency may negotiate an agreement with the City to withdraw all Flow from the Metro System, which at a minimum requires the Agency to pay its proportionate share of Capital Improvement Costs.
	If a Participating Agency enters into an agreement with the City by December 31, 2019, to withdraw all Flow from the Metro System by January 1, 2035, such Participating Agency shall not pay Pure Water Program Capital Improvement Costs except for Phase...

	2.4 UFunding ObligationsU.
	2.5 UFinancial StatementsU.
	2.5.1 The City shall keep appropriate records and accounts of all costs and expenses relating to conveyance, treatment, disposal, and reuse of wastewater, and production of Repurified Water, and the acquisition, planning, design, construction, adminis...
	2.5.2 Said records and accounts shall be subject to reasonable inspection by any authorized representative of any Participating Agency at its expense.  Further, said accounts and recordsP Pshall be audited annually by an independent certified public a...
	2.5.3 The City shall make a good faith effort to complete the annual audit, and any related adjustments under this Agreement, by the end of the following fiscal year.

	2.6 ULimitations on Types and Condition of WastewaterU.
	2.6.1 Each Participating Agency will comply with all applicable laws, rules and regulations including its regulatory obligations associated with the discharge of wastewater into its respective system and from such system into the Metro System.
	2.6.2 Each Participating Agency will minimize to the maximum extent practicable, the infiltration and inflow of surface, ground or stormwaters into its respective wastewater systems.
	2.6.3 Each Participating Agency will insure that all industrial users of its wastewater system are regulated by an effective industrial pretreatment program that conforms to all to all applicable laws, rules and regulations and that is acceptable to t...
	2.6.4 The City and the Participating Agencies agree that nothing in this Agreement, including the termination of the existing sewage disposal agreements, shall affect the validity of the Interjurisdictional Pretreatment Agreements, or the separate tra...
	2.6.5 Each Participating Agency will not discharge a substantial amount of sewage originating outside its respective boundaries into the Metro System without the approval of the City.
	2.6.6 Each Participating Agency shall be responsible for the violation of any applicable laws, rules or regulations associated with its respective discharge of wastewater into the Metro System.  Nothing in this Agreement shall affect the ability of an...
	2.6.7 In the event a regulatory agency imposes any penalty or takes other enforcement action relating to the conveyance, treatment, and disposal of wastewater in or from the Metro System, the City shall determine if the City or a Participating Agency ...

	2.7 URight of First RefusalU.
	2.7.1 The City shall not sell or agree to sell the Metro System without first offering it to the Participating Agencies. For the purposes of this section, “Participating Agencies” shall mean a Participating Agency, a group of Participating Agencies, o...
	2.7.2 The City and the Participating Agencies recognize that transfer of ownership of the Metro System is currently restricted by Sections 6.04 and 6.20 of the Installment Purchase Agreement between the City and the Public Facilities Financing Authori...
	2.7.3 If the Participating Agencies give timely notice of their intent to respond and timely notice of their acceptance of the Offer, then the City shall be obligated to sell and the Participating Agencies shall be obligated to purchase the Metro Syst...
	2.7.4 Nothing herein shall prevent the City from entering into a financing agreement which may impose limits on the City’s power to sell the Metro System to the Participating Agencies pursuant to Section 2.7.1. if the City reasonably believes that suc...

	2.8 UPure Water San Diego Program.
	Each new, expanded, or modified Metro System facility which is used in relation to the production of Repurified Water (in addition to the modification and expansion of the North City Water Reclamation Facility) shall be governed by this Agreement and ...

	2.9 UFuture Negotiations and Cooperation.
	2.9.1 This Agreement and Exhibit F specifically contemplate Phase I of the Pure Water Program, which consists of new, expanded, or modified Metro System facilities and Water Repurification System facilities designed to produce only up to 30 million ga...
	2.9.1.1 The allocation of specific Pure Water Program costs between City’s water utility and the Metro System for such later phases;
	2.9.1.2 Whether, and to what extent, certain Metro System costs should be charged based on volume capacity rights, Strength capacity rights, Peak 24-Hour Wet Weather Flow, and/or other factors;
	2.9.1.3 The exclusion of costs related to the industrial discharges inspection and monitoring program within San Diego under Section 5.2.1.2.3 of the Agreement; and
	2.9.1.4 The handling of waste generated at United States military bases under this Agreement.
	If such negotiations do not result in an amendment to this Agreement or its Exhibits concerning these subjects, this Agreement shall remain in full force and effect as set forth herein.  Further, if the City proceeds with a later phase of the Pure Wat...
	2.9.2 The City and the Participating Agencies shall cooperate and coordinate in good faith with the Padre Dam Municipal Water District, San Diego County Sanitation District, and City of El Cajon on issues that relate to the East County AWP Program, in...


	III. PAYMENT AND MONITORING PROVISIONS
	3.1 UPayment for Metro System FacilitiesU.
	3.2 UPayment for Additional Metro System FacilitiesU.
	3.3 UPayment for Operation and MaintenanceU.
	3.4 UCharges Based on Flow and Strength; ExceptionU.
	3.4.1 Except as otherwise described in this Section 3.4, a Participating Agency’s share of the charges in this Article III shall be assessed pursuant to Article V of this Agreement based on its proportionate Flow in the Metro System and the Strength o...
	3.4.2 Notwithstanding section 3.4.1, or any other provision of this Agreement, a Participating Agency’s share of Pure Water Program Capital Improvement Costs and Pure Water Program revenues attributable to the Metro System under Exhibit F shall be ass...
	3.4.3 Each party recognizes that operation within respective Wet Weather Flow Rights is essential to the accurate allocation of costs and revenues under the Pure Water Program.  In recognition of same, the parties agree as follows:
	3.4.3.1 Beginning in the next fiscal year after the effective date of this Agreement, if any party’s Annual Average Daily Flow exceeds its Wet Weather Flow Rights for any two (2) consecutive fiscal years, the City shall prepare an amendment to Exhibit...
	3.4.3.2 Notwithstanding the amounts set forth in Column 7 of Exhibit G, the following parties will have the following Wet Weather Flow Rights until July 1, 2025:
	3.4.3.2.1 Padre Dam: 2.797 MGD
	3.4.3.2.2 San Diego County Sanitation District: 22.844 MGD
	3.4.3.2.3 El Cajon: 8.542 MGD
	3.4.3.3 If Exhibit G is amended to update one or more parties’ Wet Weather Flow Rights, the change in Wet Weather Flow Rights shall be retroactive in effect, and the City shall use the updated amounts in estimating quarterly payments and conducting ye...


	3.5 UMonitoring Flow and StrengthU.
	3.5.1 The City shall monitor wastewater that is discharged into the Metro System for Flow and Strength. The City shall own and operate as part of the Metro System monitoring devices which will measure the amount of daily wastewater discharged into the...
	3.5.2 In measuring Strength, the frequency and nature of the monitoring shall not be more stringent for the Participating Agencies than it is for the City.
	3.5.3 The City shall, at least once every five (5) years, update and provide its plans for the monitoring system and for the procedures it will use to determine Strength to the Participating Agencies.  The Participating Agencies shall have the opportu...
	3.5.4 The City shall report Flow and Strength data to the Participating Agencies at least quarterly.


	IV. CAPACITY RIGHTS
	4.1 UContract CapacityU.
	4.2 UTransfers of Contract CapacityU.
	4.3 UAllocation of Additional CapacityU.
	4.3.1 Except as provided in section 4.3.2 below, in the event that the Metro System is rerated so that additional permitted capacity is created, said capacity shall be allocated proportionately based upon the Metro System charges that have been paid s...
	4.3.2 In the event that the additional permitted capacity is created as the result of the construction of non-Metro System facilities, or as the result of the construction of facilities pursuant to Article VII, such additional capacity shall be alloca...

	4.4 UDeductions in Contract CapacityU.
	4.5 UAmendments to Exhibits B and CU.
	4.6 UThe South Bay Land/Ocean OutfallU.

	V.  SYSTEM OF CHARGES
	5.1 UCharges AuthorizedU.
	5.1.1 SSC (Sewer System Charge);
	5.1.2 NCCC (New Contract Capacity Charge).

	5.2 USSC (Sewer System Charge)U.
	5.2.1 Metro System Costs
	5.2.1.1 The following shall at a minimum be considered Metro System Costs for purposes of calculating the annual SSC:
	5.2.1.1.1 Except as provided in section 5.2.1.2 (Excluded Costs), the annual costs associated with administration, operation, maintenance, replacement, annual debt service costs and other periodic financing costs and charges, capital improvement, insu...
	5.2.1.1.2 Fines or penalties imposed on the City as a result of the operation of the Metro System, unless the fine/penalty is allocated to the City or a Participating Agency as provided in Section 2.6.7.

	5.2.1.2 Excluded Costs.  The following items shall not be considered Metro System Costs for purposes of calculating the annual SSC:
	5.2.1.2.1 Costs related to the City of San Diego’s Municipal System as determined by reasonable calculations;
	5.2.1.2.2 Costs related to the treatment of sewage from any agency which is not a party to this Agreement;
	5.2.1.2.3 Costs related to the inspection and monitoring program for the industrial dischargers located in San Diego, including associated administrative and laboratory services;
	5.2.1.2.4 Right-of-way charges for the use of public streets of the City or any Participating Agency. The City and the Participating Agencies agree not to impose a right-of-way charge for the use of its public rights-of-way for Metro System purposes;
	5.2.1.2.5 Capital Improvement Costs of any non-Metro System facility;
	5.2.1.2.6 Capital Improvement Costs for which an NCCC is paid; and
	5.2.1.2.7 City Water Utility PW Costs.


	5.2.2 Metro System Revenues.
	5.2.2.1 The following revenues shall be at a minimum considered Metro System Revenues for purposes of determining the annual SSC:
	5.2.2.1.1 Any grant or loan receipts or any other receipts that are attributable to the Metro System, including, but not limited to, all compensation or receipts from the sale, lease, or other conveyance or transfer of any asset of the Metro System; p...
	5.2.2.1.2 All compensation or receipts from the sale or other conveyance or transfer of any Metro System by-products, including, but not limited to gas, electrical energy, sludge products, and Reclaimed Water (excepting therefrom any receipts allocate...
	5.2.2.1.3 The distribution of revenue from the sale of Reclaimed Water from the North City Water Reclamation Plant, including incentives for the sale of Reclaimed Water, shall first be used to pay for the cost of the Reclaimed Water Distribution Syste...
	5.2.2.1.4 Any portion of an NCCC that constitutes reimbursement of costs pursuant to Section 7.1.4.
	5.2.2.1.5 Any penalties paid under Section 7.3.
	5.2.2.1.6 Proceeds from the Capital Expense Rate, as calculated under Exhibit F and allocated among the City and Participating Agencies in the proportions set forth in Column 8 of Exhibit G.
	5.2.2.1.7 Those portions of Repurified Water Revenue attributable to the Metro System, as calculated under Exhibit F and allocated among the Participating Agencies in the proportions set forth in Column 8 of Exhibit G.
	5.2.2.1.8 Any grant or loan receipts or any other receipts that are attributable to the Metro System components of the Pure Water Program, including, but not limited to, all compensation or receipts from the sale, lease, or other conveyance or transfe...

	5.2.2.2 Excluded Revenue
	5.2.2.2.1 Capital Improvement Costs for which an NCCC is paid;
	5.2.2.2.2 Proceeds from the issuance of debt for Metro System projects.
	5.2.2.2.3 Proceeds from the sale of Reclaimed Water used to pay for the Reclaimed Water Distribution System pursuant to section 5.2.2.1.3 above.


	5.2.3 UCalculation of SSC RatesU.
	5.2.3.1 Prior to the initial implementation of the new system of charges, the City shall prepare a sample fiscal year estimate setting forth the methodology and sampling data used as a base for Strength based billing (SBB) which includes Flow and Stre...
	5.2.3.2 The City shall determine the unit SSC rates by allocating net costs (Metro System Costs less Metro System Revenues) between parameters of Flow, COD and SS. This allocation is based on the approved Functional-Design Methodology analyses for ind...
	5.2.3.3 The net cost allocated to each of the three parameters (Flow, COD and SS) shall be divided by the total Metro System quantity for that parameter to determine the unit rates for Flow, COD and SS. These unit rates shall apply uniformly to all Pa...

	5.2.4 UEstimate and Billing Schedule and Year End Adjustment
	5.2.4.1 The City shall estimate the SSC rates on an annual basis prior to January 15. The City shall quantify the SSC rates by estimating the quantity of Flow, COD and SS for each party, based on that party’s actual flow and the cumulative data of sam...
	5.2.4.2 Costs of treating Return Flow for solids handling will be allocated to the Participating Agencies in proportion to their Flow and Strength. Return Flow will not be counted against the Participating Agencies’ Contract Capacity as shown in Exhib...
	5.2.4.3 The City shall bill the Participating Agencies quarterly, invoicing on August 1 , November 1, February 1 and May 1. Each bill shall be paid within thirty (30) days of mailing. Quarterly payments will consist of the total estimated cost for eac...
	5.2.4.4 At the end of each fiscal year, the City shall determine the actual Metro System Costs and the actual Flow as well as the cumulative Strength data for the City and each of the Participating Agencies. The City shall make any necessary adjustmen...


	5.3 UNCCC (New Contract Capacity Charge)U.
	5.4 UDebt FinancingU.
	5.5 UAllocation of Operating Reserves and Debt Service Coverage.
	The parties shall continue to comply with the 2010 Administrative Protocol on Allocation of Operating Reserves and Debt Service Coverage to Participating Agencies, attached hereto and incorporated herein as Exhibit C.

	VI. PLANNING
	6.1 UProjected Flow and Capacity ReportU.
	6.2 UOther Planning InformationU.
	6.3 UTen-Year Capital Improvement PlanU.
	6.4 UNotice to Metro CommissionU.

	VII. FACILITIES SOLELY FOR NEW CONTRACT CAPACITY
	7.1 UDetermination of Need for New Contract CapacityU.
	7.1.1 As part of its planning efforts, and considering the planning information provided to the City by the Participating Agencies, the City shall determine when additional facilities beyond those acquired or constructed pursuant to Article III above ...
	7.1.2 The City or Participating Agency or Agencies in need of New Contract Capacity as determined by the City pursuant to section 7.1.1 above, may choose, in their sole discretion, to obtain New Capacity outside ofP. Pthe Metro System in lieu of New C...
	7.1.3 The Participating Agencies shall have six months from the date of notice of the determination within which to comment on or challenge all or part of the City’s determination regarding New Contract Capacity, or to agree thereto or to commit, in w...
	7.1.4 The City and the Participating Agency or Agencies which need New Contract Capacity shall thereafter enter into an agreement specifying the terms and conditions pursuant to which the New Contract Capacity will be provided, including the amount of...
	7.1.5 The parties recognize that the City may acquire and plan, design and construct facilities that are authorized pursuant to both Article III and Article VII of this Agreement. Under such circumstances, the City shall allocate the costs and capacit...

	7.2 UCharges for Facilities Providing New Contract Capacity
	7.2.1 The expense of acquisition, planning, design, and construction of New Contract Capacity shall be borne by the City or the Participating Agency or Agencies in need of such New Contract Capacity.
	7.2.2 Notwithstanding any provision in this Agreement, the City and the Participating Agencies shall pay for the Operation and Maintenance Costs of all facilities pursuant to the payment provisions of Article III, including those facilities acquired a...
	7.2.3 Charges for the acquisition, planning, design and construction of facilities solely to provide New Contract Capacity shall be paid for by the Participating Agencies and the City pursuant to the payment provisions in Article III of this Agreement...
	7.2.4 As a ministerial matter, the City shall prepare amendments to Exhibits A and B to reflect the acquisition or construction of facilities to provide New Contract Capacity pursuant to this Article. The City shall give notice of the Amendments to th...

	7.3 ULiquidated DamagesU.
	7.3.1 The parties recognize that appropriate capacity and long term planning for same are essential to the proper provision of sewerage service. In recognition of same, the parties agree that discharge beyond Contract Capacity will result in damages t...
	7.3.2 In the event that a Participating Agency fails to pay the charges imposed under this Article after the City has given notice that payment is required, said Participating Agency shall be assessed and shall pay liquidated damages of ten percent (1...


	VIII. THE METRO COMMISSION
	8.1 UMembershipU.
	8.2 UAdvisory Responsibilities of Metro CommissionU.
	8.2.1 The Metro Commission shall act as an advisory body, advising the City on matters affecting the Metro System. The City shall present the position of the majority of the Metro Commission to the City’s governing body in written staff reports. The M...
	8.2.2 The Metro Commission may advise the City of its position on any issue relevant to the Metro System.


	IX. DISPUTE RESOLUTION
	9.1 UMandatory Non-Binding MediationU.
	9.2 USelection of MediatorU.
	9.3 UMediation ExpensesU.
	9.4 UConduct of MediationU.
	9.5 UMediation ResultsU.
	9.6 UPerformance Required During DisputeU.
	9.7 UOffers to Compromise

	X. INSURANCE AND INDEMNITY
	10.1 UCity Shall Maintain All Required InsuranceU.
	10.1.1 The City shall maintain all insurance required by law, including workers’ compensation insurance, associated with the operation of the Metro System.
	10.1.2 Throughout the term of this Agreement the City shall procure and maintain in effect liability insurance covering, to the extent reasonably available, any and all liability of the City, the Metro System and the Participating Agencies, including ...
	10.1.3 Said insurance shall name the City, and its respective officers, employees, and agents, and shall have a limit of not less than $24,000,000 combined single limit per occurrence for bodily injury, personal injury and property damage suffered by ...

	10.2 USubstantially Equivalent CoverageU.

	XI. INTERRUPTION OF SERVICE
	XII. NOTICES REQUIRED UNDER AGREEMENT
	XIII. EFFECTIVE DATE AND EXPIRATION
	13.1 UEffective DateU.
	13.2 UExpirationU.
	13.3 UContract Capacity Rights Survive ExpirationU.
	13.4 UAbandonmentU.

	XIV. GENERAL
	14.1 UExhibitsU.
	1. This Agreement references Exhibits A through G. Each exhibit is attached to this Agreement, and is incorporated herein by reference. The exhibits are as follows:

	14.2 UAmendment of AgreementU.
	14.3 UConstruction of AgreementU.
	14.3.1 Drafting of Agreement
	It is acknowledged that the City and the Participating Agencies, with the assistance of competent counsel, have participated in the drafting of this Agreement and that any ambiguity should not be construed for or against the City or any Participating ...
	14.3.2 Entire Agreement
	The City and each Participating Agency represent, warrant and agree that no promise or agreement not expressed herein has been made to them, that this Agreement contains the entire agreement between the parties, that this Agreement supersedes any and ...
	14.3.3 Agreement Binding on All
	This Agreement shall be binding upon and shall inure to the benefit of each of the parties, and each of their respective successors, assigns, trustees or receivers. All the covenants contained in this Agreement are for the express benefit of each and ...
	14.3.4 Severability
	14.3.4.1  Should any provision of this Agreement be held invalid or illegal, such invalidity or illegality shall not invalidate the whole of this Agreement, but, rather, the Agreement shall be construed as if it did not contain the invalid or illegal ...
	14.3.4.2  Should a court determine that one or more components of the allocation of costs set forth in this Agreement places the City or a Participating Agency in violation of Article XIII, Section 6 of the California Constitution with respect to thei...
	14.3.5 Choice of Law
	This Agreement shall be construed and enforced pursuant to the laws of the State of California.
	14.3.6 Recognition of San Diego Sanitation District as Successor to Certain Parties.
	The parties hereby acknowledge and agree that the San Diego County Sanitation District is a Participating Agency under this Agreement as the successor in interest to the Alpine Sanitation District, East Otay Mesa Sewer Maintenance District, Lakeside S...

	14.4 UDeclarations Re: AgreementU.
	14.4.1 Understanding of Intent and Effect of Agreement
	The parties expressly declare and represent that they have read the Agreement and that they have consulted with their respective counsel regarding the meaning of the terms and conditions contained herein. The parties further expressly declare and repr...
	14.4.2 Warranty Regarding Obligation and Authority to Enter Into This Agreement
	Each party represents and warrants that its respective obligations herein are legal and binding obligations of such party, that each party is fully authorized to enter into this Agreement, and that the person signing this Agreement hereinafter for eac...

	14.5 URestrictions on Veto of Transfers and Acquisitions of Capacity
	14.6 URight to Make Other Agreements
	14.7 ULimitation of Claims
	14.8 UCounterparts
	14.9 UNo Third Party Beneficiaries
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	I. UCosts Excluded from Metro System Costs
	1.1 General Exclusions.
	1.1.1 Costs of the Water Repurification System and any Metro System facilities to the extent constructed, modified, expanded, or used for the purpose of treating water beyond secondary treatment (ocean discharge standard under current law).  This shal...
	1.1.2 Costs for fail-safe disposal, if necessary, for design capacity for Repurified Water, including, but not limited to, any costs associated with the reservation of capacity at the Point Loma Wastewater Treatment Plant.
	1.1.3 Costs for the demolition or replacement of existing Metro System facilities with similar facilities for the purpose of making space available for Water Repurification System facilities.  Such costs may take into account the current asset value o...

	1.2 Cost Exclusions Specific to North City Water Reclamation Plant Improvements.
	1.2.1 Costs for increased aeration tank volume to the extent the new volume exceeds the amount necessary to provide 52 mgd capacity.  Determination of sizing to provide 52 mgd capacity shall be based on the current tank volume necessary to provide 30 ...
	1.2.2 Costs for the methanol feed system.
	1.2.3 Costs for brine disposal, including, but not limited to, pump stations, pipelines, retreatment, ocean outfall, and monitoring.
	1.2.4 Costs for the use of existing tertiary water filters for Repurified Water purposes, which may take into account depreciated value of such filters.  (Such costs shall be reimbursed or credited by City’s water utility to the Metro System).


	II. UNorth City Water Reclamation Plant Improvement Costs Included as Metro System Costs
	2.1 Costs for chemically enhanced primary treatment for up to 52 mgd capacity.
	2.2 Costs for primary effluent equalization for up to 52 mgd capacity.
	2.3 Costs for increased volume of aeration tanks that will provide up to, but not exceeding, 52 mgd capacity.  Determination of sizing to provide 52 mgd capacity shall be based on the current tank volume necessary to provide 30 mgd capacity.
	2.4 Costs to add secondary clarifier tanks sufficient for up to 52 mgd capacity.
	2.5 Costs for wastewater conveyance facilities to provide wastewater for replacement of centrate flows that cannot be treated at the North City Water Reclamation Plant due to the production of Repurified Water.
	2.6 Costs for treatment and conveyance of all return flows (micro-filtration and tertiary backwash) based on Flow, COD, and SS.

	III. UCost Allocation Example
	IV. URevenue Sharing for Repurified Water
	V. Secondary Effluent Commodity Rate
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