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I. FINDINGS

The Long Beach Downtown Community Plan (Project) is exempt from the SB 221
requirement of an affirmative written verification of sufficient water supply
(Government Code 66473.7) because it will be sited within an urbanized area that
has been previously developed for urban uses. The Project is further exempt from
SB 221 requirements because the immediate contiguous properties surrounding the
proposed Project site are, or previously have been, developed for urban uses.

The Project is required to have a SB 610 water availability assessment. The
purpose of the assessment is to determine whether the projected water supply for the
next twenty years — based on normal, single and multiple dry-years — will meet the
demand projected for the Project and for existing and planned future uses, including
agricultural (if any) and manufacturing uses.

That water availability assessment must be approved by the Board of Water
Commissioners and transmitted to the Project’s lead agency on or before Tuesday,
August 17, 2010, for inclusion in any environmental documentation for the Project.

The assessment may be based partially, but not wholly, on the Urban Water
Management Plan most recently adopted by the Board of Water Commissioners.
The assessment cannot be wholly based on that plan because the plan relied on
assurances in 2005 from the provider of supplemental water to Long Beach that it
would be 100-percent reliable through the year 2030. However, events since 2005
have undermined that reliability. It is now reasonable to assume this supplemental
supplier of water may not be 100-percent reliable through 2030 for all its water
customers.

This water availability assessment anticipates adequate water supplies will be
available during normal, single- and multiple-dry water years to meet the projected
water demand associated with the Project, in addition to the existing and other
planned future uses of Long Beach Water Department's (LBWD) system. This
finding is based on LBWD's rights to a reliable supply of groundwater and LBWD’s
preferential rights to water from the Metropolitan Water District of Southern California
(MWD), per Section 135 of the Metropolitan Water District Act.

I1. BACKGROUND - SB 221, SB 610, LONG BEACH CITY CHARTER

Effective January 1, 2002, California Senate Bill 221 and Senate Bill 610 amended
Section 21151.9 of the Public Resources Code and Sections 10631, 10656, 10910-
12, 10915 of the Water Code and Section 11010 of the Business and Professions
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Codes, and Sections 65867.5 of the Government Code as well as adding Sections
66455.3 and 66473.7 to the Government Code. The Senate Bills were designed to
improve the link between information on water supply availability and certain land use
decisions made by cities and counties. SB 221 and SB 610 are companion
measures which seek to promote more collaborative planning between local water
suppliers and cities and counties. Both statutes require detailed information
regarding water availability to be provided to the city and county decision-makers
prior to approval of specified large development projects. Both statutes also require
this detailed information to be included in the administrative record that serves as the
evidentiary basis for an approval action by the city or county on such projects.

A. PROJECT DESCRIPTION

The Project is a mixed-use project as according to the Project’'s PEIR provided to
LBWD on May 19, 2010:

““2.0 Project DESCRIPTION, 2.1 Project SUMMARY: The proposed Projectis the
adoption and implementation of the Long Beach Downtown Community Plan
(attached as Appendix B) that would replace the existing land use, zoning, and
planned development districts as the land use and design document for all future
development in the proposed Community Plan Project area. The Downtown
Community Plan incorporates zoning, development standards, and design guidelines
to be followed in implementing the Community Plan. Full implementation of the
Downtown Community Plan would increase the density and intensity of existing
Downtown land uses by allowing up to approximately 5,000 new residential units; 1.5
million square feet of new office, civic, cultural, and similar uses; 384,000 square feet
of new retail; 96,000 square feet of restaurants; and 800 new hotel rooms. The
additional development assumed in the Downtown Community Plan would occur over
a 25-year time period.”

B. PROJECT’S EXPECTED WATER DEMAND

The Project is expected to require approximately 1,803 acre-feet per year:
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Project’s Estimated Annual Water Demand

Demand Factors

Millions of [E:r(zzr?:j
Sq Dwelling
Units AF / Unit/ Yr

Multiple-Family 5,000 1,245 aflyr 69%
Dwelling Units 0.25 * per DU
. per 1 0
Office Uses 1.500 224 mil SE 336 aflyr 19%
Commercial/ Retail 0.384 pgr 1 86 afiyr 5%
Uses 224 ~ mil SF
Restaurants 0.096 pe_rl 22 aflyr 1%
224 ~ mil SF
Hotels/ Motels 800 114 aflyr 6%
0.14 ~ per DU
Expected Water Demand 1,803 af/yr aflyr

* Based on average use in Long Beach.

" Based on average use of large hotels in Long Beach.

~ Based on LBWD Compreshensive Sewer System Master Plan and
Management Program.

Because the Project will take place in an area previously developed for urban use
and served by LBWD, its expected demand for roughly 1,803 acre-feet of water per
year will not represent a new, increased demand on LBWD of that much water; the
actual annual increase in demand on LBWD will be less than the 1,803 acre-feet.
However, due to the size (about 719 acres) and complexity of the existing usage,
estimating the net new demand may not be feasible.

C. SB 221 ASSESSMENT IS NOT REQUIRED

The Project is exempt from SB 221 requirement of an affirmative written verification
of sufficient water supply (Government Code 66473.7) because it will be sited within
an urbanized area that has been previously developed for urban uses. The Project is
further exempt from SB 221 requirements because the immediate contiguous
properties surrounding the proposed Project site are, or previously have been,
developed for urban uses.
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D. SB 610 WAA IS REQUIRED

As stated above, the Project is a mixed-use development. The Project is also
subject to CEQA.

Under Water Code 8 10912(a)(7), SB 610 requires a water availability assessment if
a development qualifies as a “project”, as defined. The table below shows the “SB
610 Triggers” that define whether a development is a project; for example a
development of 500 residential units would be required to have a WAA. If the table
showed the Project equaled at least 100% of an individual trigger or in the case with
mixed-use projects, showed the sum if the individual elements’ impact equaled or
exceeded 100% of the triggers, a WSS would be required.

As shown in the table below, this mixed-use Project equals 1,871% of the SB 610
triggers for requiring a WAA. Therefore, a WAA is required for this project.

Table 1 - SB 610 Threshold for requiring WAA

% of
Project SB 610 Triggers SB 610
Trigger
1. Residential units 5,000 units 500 units 1000%
2. Shopping center or business
Retail 384,000 sf
Restaurant 96,000 sf
Total 480,000 sf 500,000 sf 96%
3. Commercial office (office, civic, cultrual & similar)
1,500,000 sf 250,000 sf 600%
4. Hotel or motel 800 rooms 500 rooms 160%
5. Industrial, manufacturing, or processing plant, or industrial park
96,000 sf 650,000 sf 15%
6. A mixed-use project that includes one or more of the projects above 1871%
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E. LBWD MUST PROVIDE THE SB 610 WAA

The WAA must be completed prior to the issuance of a draft Environmental Impact
Report or proposed Negative Declaration.

Water Code section 10911 (b): The city or county shall include the water assessment
provided pursuant to Section 10910, and any information provided pursuant to
subdivision (a), in any environmental document prepared for the project pursuant to
Division 13 (commencing with Section 21000) of the Public Resources Code.

If a WAA is required, the City must request the assessment from the Long Beach
Water Department because the City Charter places all responsibility for water works

with LBWD, including providing domestic water to the subject Project, and because
LBWD is a public water system of over 3,000 service connections which will serve
the development.

Long Beach City Charter, Section 1400: There is hereby created a Water
Department which shall be under the exclusive jurisdiction and control of five
commissioners who shall be known as the Board of Water Commissioners. Said
Water Department shall have full and complete jurisdiction over all water works
necessary and incidental to the use, sale and distribution of water owned and
controlled by the City and all of the City’s sewer system.

California Water Code Section 10910 (b) The city or county, at the time that it
determines whether an environmental impact report, a negative declaration, or a
mitigated negative declaration is required for any project subject to the California
Environmental Quality Act pursuant to Section 21080.1 of the Public Resources
Code, shall identify any water system that is, or may become as a result of supplying
water to the project identified pursuant to this subdivision, a public water system, as
defined in Section 10912, that may supply water for the project...

The City of Long Beach Board of Water Commissioners must approve and submit the
assessment to the City not later than 90 days (certain exceptions may apply) from the
date on which the request for a WAA was received. LBWD received the request for

the Project's WAA on May 19, 2010; therefore the Board of Water Commissioners
must approve and submit the WAA not later than August 17, 2010 (unless certain
exceptions apply).

F. A PROGRAMMATIC SB 610 WAA MAY BE CREATED

A single programmatic WAA may be performed for the whole Project. Additional
WAAs are not required, under certain conditions, for developments that were part of
this larger programmatic Project WAA:

Water Code section 10910 (h) Notwithstanding any other provision of this
part, if a project has been the subject of a water assessment that complies
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with the requirements of this part, no additional water assessment shall be
required for subsequent projects that were part of a larger project for which a
water assessment was completed and that has complied with the
requirements of this part and for which the public water system...has
concluded that its water supplies are sufficient to meet the projected water
demand associated with the proposed project, in addition to the existing and
planned future uses, including, but not limited to, agricultural and industrial
uses, unless one or more of the following changes occurs:

(1) Changes in the project that result in a substantial increase in water
demand for the project.

(2) Changes in the circumstances or conditions substantially affecting the
ability of the public water system...to provide a sufficient supply of
water for the project.

(3) Significant new information becomes available which was not known
and could not have been known at the time when the assessment was
prepared.

I1l. PURPOSE OF THE SB 610 WAA

LBWD must prepare an assessment that answers the following question:

Will LBWD’s total projected water supplies available during normal,
single dry, and multiple dry water years during a 20-year projection meet
the projected water demand of the Project, in addition to LBWD’s
existing and planned future wuses, including agricultural and
manufacturing uses?

Supplies from all sources, including wholesaler supplies, require documentation.
This documentation includes identifying and quantifying water rights, contracts,
and/or entitlements to the supply; associated capital outlay programs; federal, state
and local permits for constructing infrastructure for conveying the supply; and any
necessary regulator approvals required for conveyance.

V. INCORPORATING THE 2005 UWMP BY REFERENCE

If the projected water demand associated with the Project was accounted for in
LBWD’s most recently adopted urban water management plan (UWMP), LBWD may
incorporate that information in preparing the elements of the assessment to comply
with Water Code section 10910 subdivisions (d), (e), (f), and (g).

LBWD’s most recently adopted urban water management plan, its 2005 UWMP as
revised in 2007, hereafter referred to as the 2005 UWMP, did not articulate specific
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development projects; but factored in their expected demand by projecting increases
in factors influencing demand, such as increases in housing, population, and
employment.

The 2005 UWMP projected water demands based on a number of factors, including
an increase in multi-family housing from 89,703 units in 2005 to 112,716 units by

2030, or a total increase of 23,013 units. The Project, by adding 5,000 new housing
units would represent about twenty-two percent of that increase if all 5,000 units were
developed in the next 20 years. This increase is expected to occur over the 25-year
time period (the last 5 years being outside the scope of this WAA).

The 2005 UWMP water demand forecast took growth in commercial/retail square
footage into consideration, indirectly, by projecting an increase in water demand
based on an increase in total employment, projecting an increase from 200,200 in
2005 to 244,400 jobs by 2030, an increase of 44,200 jobs. The Project’s non-
dwelling-unit space represents only about eighteen-percent of this projected
increase, or about 7,920 jobs (1.98 msf x’s [California Department of Water
Resources’ equivalent of 1000 employees per 0.25 msf]). This increase is expected
to occur over the 25-year time period (the last 5 years being outside the scope of this
WAA).

LBWD had used the UWMP to develop water availability assessments for projects
since 2005 but before 2010. Although those projects were also not specifically
identified in the then-current 2005 UWMP, the assessments found that projected
water supplies for twenty years would be available during normal, single-dry, and
multiple-dry water years to meet the projected water demand associated with these
past projects, in addition to the existing and other planned future uses of LBWD’s
system.

Those assessments were fundamentally based on three factors: the reliability of
LBWD’s groundwater, Metropolitan Water District of Southern California’s (MWD)
statements of reliability, and Long Beach preferential right to MWD water supplies.

What has not materially changed from the assumptions in the 2005 UWMP are the
reliability of LBWD’s groundwater and the Long Beach preferential rights to MWD
supplies. Therefore, for the purpose of this water availability assessment, the 2005
UWMP as it pertains to groundwater and preferential rights is an appropriate
reference, except as noted below. A copy of the 2005 UWMP is available at
http://www.|lbwater.org/pdf/uwmp/2005uwmp.pdf or upon request.

What has materially changed from the 2005 UWMP is the reliability of MWD’s
imported water supplies. As discussed below, MWD supplies areno longer as
reliable as MWD had anticipated in 2005 and that LBWD assumed in its 2005
UWMP. However, because LBWD groundwater is reliable and LBWD holds
preferential rights to imported water, LBWD’s overall reliability remains strong.
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A. CHANGE IN RELIABILITY OF IMPORTED WATER

LBWD receives water from just one wholesaler: MWD. The quantities of water
LBWD received from MWD in prior years have been documented in the 2005 UWMP.

MWD provides, through its wholesale water programs, about 50-percent of the
potable water consumed in Long Beach and throughout southern California. As
such, MWD's reliability is essential for the reliability of the City and the region. These
supplies are imported from the San Francisco/ Sacramento Delta region through the
State Water Project and from the Colorado River through the Colorado River
Aqueduct.

The 2005 UWMP was based in part on the assurance provided at that time by MWD,
that it would be able to provide all municipal consumptive demand for water for the
next 25-years (from 2005 through 2030).

“Through effective management of its water supply, Metropolitan fully expects to be
100 percent reliable in meeting all non-discounted non-interruptible demands
throughout the next twenty five years.” (MWD 2005 Regional UWMP, page I1-15)

It is an unfortunate but objective fact, however, that only four years after issuing that
declaration MWD has had to eliminate certain kinds of water deliveries and allocate
others due to a water supply shortage. MWD has been in a water shortage allocation
since the summer of 2009, reducing supplies for municipal consumptive demand by
10-percent and completely eliminating groundwater replenishment services.

In recommending the 10-percent reduction in municipal supplies to its customers, a
recommendation adopted by MWD’s Board of Directors, MWD staff articulated the
extraordinary measures it had taken to manage the water shortage (MWD Board
Letter #8-7, dated April 14, 2009):

e May 2007 — MWD interrupted sales under Metropolitan’s Replenishment
Program.

e June 2007 — MWD authorized funds for “It's Time to Get Serious” advertising
campaign and outreach effort.

e July 2007 — MWD initiated the development of the Water Supply Allocation Plan
(detailing how to allocate limited water resources during a shortage).

e January 2008 — MWD reduced agricultural water deliveries under the Interim
Agricultural Water Program (IAWP) by 30%.

e February 2008 — MWD approved the Water Supply Allocation Plan.

e April 2008 — MWD initiated Five-Year Supply Plan Process to identify and
develop new water supplies.

e June 2008 - MWD approved the “Water Supply Condition” system and declared
a “Condition 2 — Water Supply Alert”.
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e August 2008 — MWD initiated extraordinary conservation efforts including the
$15 Million Public Sector Program for water efficiency.

e August 2008 — MWD authorized funds for continued water conservation
advertising campaign and outreach effort.

e January 2009 - MWD approved funding for additional extraordinary
conservation efforts, including an extension of the Public Sector Program.

MWD'’s board approved allocating water for the 12-month period July 2009 through
June 2010, declaring:

“Metropolitan’s Board of Directors declare that there currently is a regional water
shortage in Metropolitan’s service area.” (page 2 of the resolution attached to the
above-referenced April 14, 2009 Board letter).

On April 13, 2010, MWD'’s board again approved allocating water based on shortage
conditions for an additional 12 months, from July 2010 through June 2011.

The severity of the shortage is reflected in the fact that over 30 California
communities in addition to MWD imposed mandatory conservation on their
customers during this time, including these southern California agencies:

e Carlsbad

e Chino Hills

e Fallbrook

e Glendora

e Long Beach

e Eastern MWD

e Las Virgenes

e Los Angeles

e Orange County

e San Diego County
e Santa Clara Valley
e Santa Fe

¢ Simi Valley

¢ Ventura County

e West Basin MWD (Torrance and Manhattan Beach area)

By virtue of the fact that it is allocating available supplies to full-service customers
and had eliminated replenishment supplies entirely, according to the criteria it used in
the 2005 Regional UWMP (page 1I-16), MWD has been and remains in an “Extreme
Shortage” condition:
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“The WSDM Plan distinguishes between Surpluses, Shortages, Severe Shortages, and
Extreme Shortages. Within the WSDM Plan, these terms have specific meanings
relating to Metropolitan’s ability to deliver water to its customers....

Shortage: Metropolitan can meet full-service demands and partially meet or fully
meet interruptible demands, using stored water or water transfers as necessary.

Severe Shortage: Metropolitan can meet full service demands only by using stored
water, transfers, and possibly calling for extraordinary conservation. In a Severe
Shortage, Metropolitan may have to curtail Interim Agricultural Water Program
deliveries.

Extreme Shortage: Metropolitan must allocate available supply to full-service
customers.”

The importance of MWD having been in an “extreme shortage” condition despite its
100-percent certainty that this would not happen, is relevant to this Water Availability
Assessment because it calls into question MWD'’s supply reliability over the term of
this assessment; i.e., the next 20-years.

One of the most important issues to resolve with respect to this Water
Availability Assessment is whether a significant probability exists that either
this shortage will continue or that one or more additional MWD supply
shortages will take place within the next 20 years?

If the answer to either of these questions is “Yes” and preferential rights cannot be
invoked to ameliorate the shortfall, then it follows that any new demand placed on a
retail water agency dependent on MWD for some of its firm water supplies will
necessarily diminish the reliability of water to existing customers of that water
agency.

To attempt to answer the question of whether MWD supplies will be reliable for the
next 20-years, we highlight certain issues that may impact MWD’s reliability.

B. STATE WATER PROJECT RELIABILITY DECLINES SINCE 2005

Depending on the year, about half of MWD’s supplies are imported through the State
Water Project (SWP).

California’s Department of Water Resources (DWR) manages the SWP. DWR is in
the process of updating its bi-annual assessment of the reliability of the SWP. The
following is almost the entire forward from the current draft report (only the cover
pages and forward of this 121 page document are included in Attachment 2).

“The report shows a continuing erosion of the ability of the SWP to deliver water. For
current conditions, the dominant factor for these reductions is the restrictive
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operational requirements contained in the federal biological opinions. For future
conditions, it is these requirements and the forecasted effects of climate change.

Deliveries estimated for the 2009 Report are reduced by the operational restrictions of
the biological opinions issued by the U.S. Fish and Wildlife Service in December 2008
and the National Marine Fisheries Service in June 2009 governing the SWP and
Central Valley Project operations. The 2007 Report incorporates the interim, and less
restrictive, operation rules established by federal Judge Wanger in 2007.

The 2005 Report is based upon much less restrictive operational rules contained in
the biological opinions issued in 2005.

To illustrate the effect, the median value estimated for the primary component of SWP
annual deliveries (Table A) for current conditions in the 2005 Report is 3,170
thousand acre-feet (taf). In the 2007 Report it is 2,980 taf, and in the 2009 Report, it is
2,680 taf. This is an overall reduction of almost 500 taf.

The studies used in this series of reports to estimate future deliveries now also include
the potential effects of climate change. The studies for the 2005 report did not include
any of these potential effects. For the 2007 report, the changes in run-off patterns and
amounts were incorporated into the analyses. For the 2009 studies, the changes in
run-off patterns and amounts are included along with a potential rise in sea level. Sea
level rise has the potential to require more water to be released to repel salinity from
entering the Delta in order to meet the water quality objectives established for the
Delta.

The effect of the operational restrictions in addition to the incorporation of potential
climate changes impacts amounts to an estimated reduction of 970 taf when the
median value for annual SWP deliveries for future conditions in the 2005 report
(3,570 taf) is compared to the updated value in the 2009 Report (2,600 taf).”

In other words, in the absence of an as-yet determined and financed solution to the

problems posed by the environmental degradation of the delta, the SWP can be
expected to deliver 15-percent less water than estimated in 2005:
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Reduction, caused just by operational restrictions, in
DWR's estimate of the median value of the primary
component of SWP annual deliveries (Table A deliveries)

3,500 — =
15% reduction in the estimated

normal SWP deliveries

3,000 -

2,500 ~

thousands of acre-feet

2,000
2005 2007 2009
Year of DWR Estimate

With respect to SWP reliability 20-years into the future (2029), DWR expects
additional downward pressure on reliability caused by the impacts of climate change.

It is not impossible for California to address the environmental and climate change
problems. But it is certainly reasonable to question whether, for political and
economic reasons, those problems will be adequately addressed; which in turn calls
into question whether MWD’s SWP reliability assumptions shown in its 2005
Regional UWMP were overly optimistic. The cost of a “fix” could be well over 10
billion dollars.

C. COLORADO RIVER WATER SUPPLY RELIABILITY THREATENED BY WATER
SUPPLY AND DEMAND IMBALANCE, OVER ALLOCATION OF AVAILABLE
SUPPLIES, PROLONGED DROUGHT, CLIMATE CHANGE AND HISTORIC LOW
STORAGE

In its assumption of 100-percent reliability, MWD relied on its right to Colorado River
water for roughly 700,000 acre-feet of water per year, whether under normal
hydrology or multi-year droughts (see Tables ii-7, -8, and -9 in it's 2005 Regional
UWMP).

Unfortunately, this supply has become strained as a result of a prolonged drought in

the Colorado River watershed and an apparent over-allocation of annual river
supplies.
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“Water supply and demand imbalances already exist...” on the Colorado River,
according to the U.S. Bureau of Reclamation (USBR), the federal agency responsible
for managing the Colorado River. It is currently facilitating a study of the river’s
supply reliability. In citing the need for the study (Attachment 3) USBR states:

“Water supply and demand imbalances already exist in some geographic areas in the
[Colorado River] Basin and are projected to increase in both magnitude and spatial
extent in the future. Storage capacity of approximately four times the average inflow
has provided the ability to meet most demands even over periods of sustained drought,
such as is currently being experienced. However, studies indicate that droughts of
greater severity have occurred in the far past and climate experts and scientists
suggest that such droughts are likely to occur in the future. Furthermore, studies have
postulated that the average yield of the Colorado River could be reduced by as much
as 30 percent due to climate change. Meanwhile, the Basin States include some of the
fastest growing urban and industrial areas in the United States.

Increasing demands coupled with decreasing supplies may exacerbate imbalances
throughout the Basin.”

And in its companion piece, the U.S. Bureau of Reclamation briefly discusses the
severe negative impact climate change has already had on the Colorado River
(Attachment 4):

“In the Western United States, these changes are not just anticipated for the future,
but are being measured today:

* Average temperatures are rising, thereby increasing evaporation and perhaps
increasing the severity of recent droughts;

* A greater portion of winter precipitation is falling in the mountains as rain
rather than snow, reducing the winter snowpack;

* Winter low temperatures are rising, and the snowpack is melting earlier in the
spring; and

* Collectively, these trends for precipitation and temperature are producing
earlier runoff, making it harder to use the winter precipitation later in the
summer.

Climate projections published by the Intergovernmental Panel on Climate Change
(IPCC) indicate these changes will continue or even accelerate during the twenty-first
century. Particularly in the Southwest, there is strong agreement in climate forecasts
toward higher temperatures and less runoff into reservoirs. Increased temperatures
will also mean increased water demands and increased rates of evaporation.”
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The following dramatically illustrates the collision between supply and demand on the
Colorado River:

= 10-year running average basin water use
= 10-year running average basin water supply
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Federal law and international treaty strictly govern who is allowed to divert water from
the Colorado River and how much they are allowed to divert on an annual basis.
When this system of rights was created, in 1922, it was assumed the average annual
flow of water on the river was approximately 16.4 million acre-feet and water rights
were allocated accordingly. It turns out the period of time used to estimate the
annual average flows was an unusually wet period during the Colorado River’s
history. The actual average flows are somewhat less than allocated. Average
annual flows are now estimated to be in the likely range from about 14.3 down to 13
million acre feet per year; or about 13-percent less and 20-percent less than has
been allocated.
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This apparent over-allocation and the prolonged drought have reduced storage in
Colorado River’'s main reservoirs to historic lows.

Elevation of Lake Meade (Feet) in the month of June
Since the initial "fill" (1939)
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For these reasons it may be prudent to assume a significant probability exists that
MWD over estimated the amount of water it could reliably depend on from the
Colorado River system.

D. POTENTIAL CURTAILMENT OF WATER TRANSFERS FROM AGRICULTURAL
REGIONS TO URBAN SOUTHERN CALIFORNIA

California has an annual right to 4.4 million acre-feet (maf) of Colorado River water.
Until recently California diverted significantly more water than this, with virtually all
the additional diversions going to urban Southern California. Now, however,
California is prevented from diverting more than its entittement of 4.4 maf. This loss
of approximately 0.5 maf came entirely at the expense of MWD and urban Southern
California.

The 4.4 maf is allocated within California on a system of priority rights. MWD has the
4™ priority rights, meaning other water users in California have more senior rights
than MWD. In 2003 California’s Colorado River water users and the federal
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government executed the Quantification Settlement Agreement (QSA) and other
agreements including agreements to transfer massive amounts of water from
agricultural area’s with more senior rights, to urban Southern California. Many of
these other agreements, including the transfer of large amounts of agricultural water
to urban Southern California, were only made possible because of the QSA.

Several lawsuits have subsequently been filed.  These cases have been
consolidated and sorted into phases. The Sacramento Superior Court began hearing
the consolidated cases and issued a tentative ruling in December 2009 on Phase 1A
of the trial, which addresses the validity of the QSA and 12 other agreements.

The court found in its tentative ruling the QSA is invalid because the financial
commitments made by the state exceeded debt limits set in the California
Constitution when it made what were open-ended financial commitment to pay for
environmental mitigation related to the QSA, regardless of whether the legislature
appropriates money for that purpose. The court also tentatively found the 12
contracts and agreements invalid because they were interdependent.

Because MWD assumed, in its 2005 Regional UWMP, that QSA-based transfers
would take place in normal, single dry-year and multiple dry-year events, the relevant
guestion for this water availability assessment is: will the final ruling reach
substantially the same conclusion as this tentative ruling? If the answer is “Yes”,
then it seems reasonable to assume that the transfers MWD depended on for supply
reliability in its 2005 Regional UWMP will not take place or will take place at
significantly lower quantities. The main argument in support of this conclusion is that
the potential cost of the environmental mitigation exceeds what the state may be
willing to pay (being in the billions of dollars) and may actually exceed the value of
the water transferred.

E. OVER ESTIMATED RELIABILITY OF SUPPLIES BY OVER ESTIMATING HOW
MUCH WATER WILL BE CONSERVED

In its assumption of 100-percent reliability in its 2005 Regional UWMP, MWD made
certain assumptions about how much water would be conserved in Southern
California. But two factors may conspire to undermine these conservation estimates.

1. MWD’s water shortage allocation plan undermines water conservation
targets

MWD has created a method for allocating water to its 26 member agencies in a
shortage. Equalizing the percent-reduction to retail customers across its service area
is the driving force behind this water shortage allocation plan.

For example,
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e Assume MWD requires a 10-percent water reduction and there are two water
agencies: one agency has maintained demand over many years at 200
gallons per person per day and another agency, through a tremendous water
conservation effort, has reduced from 200 gallons to just 150 gallons per
person per day.

e MWD will, all else being equal, limit its water to both agencies so they will
only have 90-percent of the water they normally use at the retail level.

e This leaves the agency without conservation with 180 gallons per person per
day and the agency that's been conserving with just 135 gallons per person
per day.

MWD does provide in its allocation plan a credit to agencies that participate in MWD-
sponsored conservation programs, but the credit is typically so small as to be
immaterial.

Therefore, a water agency that wants to provide the most water possible to its
customers during shortages may determine that conserving water is NOT in the
interests of its customers.

This rational calculation by water managers could lead to less conservation in MWD’s
service area than MWD anticipated in its 2005 Regional UWMP.

For MWD to realize the conservation targets it set for the region in its UWMP, MWD
may have to upend the perverse incentive which currently forms the foundation of its
allocation strategy.

It is reasonable to assume a continuation of this perverse incentive will make it less
likely that MWD will achieve the conservation necessary to meet its goal of 100-
percent water reliability through 2030.

2. MWD'’s over estimating the amount of water conserved through certain
programs creates inconsistency between assumed level of water
conservation and actual conservation

MWD'’s 2005 Regional UWMP assumed certain amounts of water will be conserved
between 2005 and 2030. These assumptions were based, in part, on a calculation of
the effectiveness of MWD’s regional conservation programs.

But MWD over estimates the amount of water actually conserved by some of these
programs, thereby over estimating the amount of water likely to be conserved
between 2005 and 2030. This, in turn, calls into question the assumption of 100-
percent reliability through the year 2030.
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For example, MWD assumes certain amounts of water are conserved for each
weather-based irrigation controller installed. But depending on the study cited, these
devices may be conserving just a fraction of the water they are assumed by MWD to
be conserving.

MWD is currently experiencing a shortage. And it's reasonable to assume MWD wiill
suffer additional shortages over the next 20 years given the problems facing MWD
such as those related to the State Water Project, the Colorado River, the
Quantification Settlement Agreement, and MWD seemingly overly optimistic
assumptions about water conservation.

Nevertheless, an adequate supply of water is available to meet the needs of existing
LBWD customers as well as the new demand placed on LBWD by the Project

because LBWD has a reliable supply of groundwater and LBWD has sufficient
preferential rights to MWD supplies.

V. WATER DEMAND AND SUPPLIES

A. PREFERENTIAL RIGHTS

The 2005 UWMP describes the quantities of water received from LBWD’s sole
wholesale supplier of water in prior years.

LBWD'’s existing entitlement for the wholesale supplies is embedded in state law, as
described below.

By virtue of certain capital payments to MWD since the early 1930’s, Long Beach has
acquired certain rights to MWD’s water. This entitlement is embedded in State law
and comes in the form of a preferential right to MWD supplies. Section 135 of the
Metropolitan Water District Act states:

Sec. 135. [Preferential Right to Purchase Water]: Each member public agency shall
have a preferential right to purchase from the district for distribution by such agency,
or any public utility therein empowered by such agency for the purposes, for domestic
and municipal uses within the agency a portion of the water served by the district
which shall, from time to time, bear the same ratio to all of the water supply of the
district as the total accumulation of amounts paid by such agency to the district on tax
assessments and otherwise, excepting purchase of water, toward the capital cost and
operating expense of the district's works shall bear to the total payments received by
the district on account of tax assessments and otherwise, excepting purchase of
water, toward such capital cost and operating expense.
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MWD has validated LBWD's preferential rights on many occasions, including the two
correspondences shown in Attachments 5 and 6.

The MWD recalculates each of its member agency’s preferential rights on an annual
basis. Preferential rights are expressed as a percent of MWD’s water. LBWD’s
currently has a preferential right to about 2.5% of MWD supplies. For example, as
shown in the following table, LBWD has a preferential right to receive approximately
37,500 acre-feet of MWD water when MWD only has 1,500,000 acre-feet of supplies:

LBWD's approx Preferential Rights as a Percent of MWD's

0,
Imported Water 2.5%
MWD Supplies * 1,500,000 af/year
LBWD's Preferential Rights 37,500 af/year

* MWD dry-year supplies would include imported water, stored water, water
purchased on the spot market, etc.

It is highly unlikely that MWD will ever have less than 1,500,000 acre-feet of water.
Indeed, MWD’s 2005 Regional UWMP assumes, even during a multi-year dry period,
its supply will be more than 50-percent greater than this amount.

LBWD requested and MWD provided (in a letter dated May 13, 2010) a current
estimate of MWD’s reliability and LBWD'’s preferential rights (Attachment 6). This
current assessment finds MWD 100-percent reliable over the next 20 years under
normal, single- and multiple-dry year events, with these caveats:

e The assumption of 100-percent reliability assumes certain minimum amounts
of water will be in storage at the beginning of each dry period; and

e Even if MWD might otherwise be 100-percent reliable, it may choose to
allocate supplies in order to preserve stored water for the future.

The letter reaffirms LBWD’s Preferential Rights, stating:

’Section 135 of the Metropolitan Water District Act does not relate to pricing but to
amounts of water that can be purchased for domestic and municipal uses within a
member agency service area. As such, any member agency is permitted to purchase
supplies consistent with the Metropolitan Water District Act, including Section 135.”

(page 3).
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B. SUPPLIES

The 2005 UWMP identifies the existing and planned sources of water available to
LBWD in 5-year increments for the 20-year projection required by the SB 610 WAA.
The 2005 UWMP identifies the quantity of water available (with the above caveats)
and whether the supplies are entitlements, rights, or service contracts.

All the listed sources of water had been used by LBWD in the past.

The 2005 UWMP provides information on the history and use of the groundwater
basin, its adjudication and replenishment and the reliable funding source for
maintaining replenishment at adequate levels. This information includes that related
to LBWD'’s rights and history of groundwater extractions and expectations for future
groundwater extractions.

The 2005 UWMP provides a description of the groundwater basin, a copy of the
adjudication, including information regarding LBWD'’s rights to pump.

The 2005 UWMP provides a detailed description and analysis of the amount and
location of groundwater pumped by LBWD for the five years leading up to its
publication.

Because the amount and location of the groundwater that is projected to be pumped
by LBWD will be fundamentally similar in the future to that of the recent past, refer to
the 2005 UWMP for a detailed description and analysis of the amount and location of
groundwater to be pumped.

This assessment does not rely on water supplies never before used. Groundwater
was the only source of water when Long Beach was incorporated more than 100
years ago and MWD'’s imported water has been used in Long Beach every year since
approximately 1943.

C. DEMAND

As stated above, because the 2005 UWMP estimates water demand for existing
uses, planned future uses, including developments similar to the Project, the water

demand for the proposed development need not be analyzed more than has been
done above.

See the 2005 UWMP for water supply and demand estimates and the impact of
population, housing, employment and climate on the estimates, for single- and
multiply-year dry conditions, factoring groundwater reliability, MWD supply reliability
and preferential rights (with issues raised above), and additional factors adding to
reliability.
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D. DRY YEAR(S) SUPPLIES

As noted above, although the 2005 UWMP did not specifically site this project (it sited
no project in particular), it did account for this and other projects, as explained above.
The 2005 UWMP discussions of single and multiple dry-year supplies and demands
are incorporated into this WAA by reference.

The following are taken from the 2005 UWMP, showing the total water supply and
demand during single and multiple dry-year events. The supply is from the
groundwater basin and imported supplies from MWD, and from recycled water.

Table 45 - Projected Single Dry-year Water Supply and Demand Comparison - AF/Yr

2015 2020 2025 2030
Supply Total 85,700 88,400 89,800 90,800
Demand Total 85,700 88,400 89,800 90,800
Difference (Supply - Demand) - - - -
Difference as % of Supply 0% 0% 0% 0%
Difference as % of Demand 0% 0% 0% 0%

Projected Supply & Demand Comparison During Multiple Dry-year Periods

2015 2020 2025 2030
Supply Total 85,700 88,400 89,800 90,800
Demand Total 85,700 88,400 89,800 90,800
Difference (Supply - Demand) - - - -
Difference as % of Supply 0% 0% 0% 0%
Difference as % of Demand 0% 0% 0% 0%
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VI. ATTACHMENTS

1. Lead Agency request for Water Availability Assessment and
Project Description

2.  The State Water Project Delivery Reliability Report 2009 (Draft)
3. Colorado River Basin Water Supply and Demand Study

4.  The Water Conservation Initiative and Implementation of the
Secure Water Act

5. Letter from LBWD to MWD documenting Preferential Rights (dated
May 1, 2008)

6. MWD letter updating supply reliability and confirming LBWD’s
preferential rights (dated May 13, 2010)
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