Proposed Poseidon Desalination
Project Distribution Facility
Options Workshop



Background

* Presented conceptual distribution options
with the Board on February 3, 2016

« Eight options discussed
* Three eliminated

« Staff has provided “pros” and “cons” of the
remaining five options



Four New Injection Wells, Talbert Barrier, Burris Booster PS, Burris Outlet,
and necessary pipelines

Zero New Injection Wells, Talbert Barrier, Burris Booster PS, Burris Outlet,
and pipelines/turnouts to sell directly to NB & HB

Zero New Injection Wells, Talbert Barrier, and pipelines/turnouts to sell
directly to NB, HB, SB, FV, GG, GSW

Zero New Injection Wells, Talbert Barrier, and pipelines/turnouts to sell
directly to NB, HB, SB, FV, GG, GSW, and South County Agencies

All water distributed to Producers (no recharge)

*Adds additional costs to GWRS Final Expansion Project
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Desal Option 1D

(Recharge 50 mgd into GW Basin)

Institutionally simplest option to implement — OCWD is
the only customer

Option is tied to OCWD’s management of the
groundwater basin — recharging the GW Basin

Raises BPP for all Producers



Desal Option 1D

(Recharge 50 mgd into GW Basin)

Increases GWRS Final Expansion Project costs by $200 million -
Possible OCSD concern

Desal water will displace ~ 3,000 afy of SAR storm water in Burris
Basin

Nine injection wells need to be built (four currently in design)

GWRS Pipeline & Talbert Barrier need to operate 24/7/365 (down
time exposure)

Need OCSD property for new pump station
Adds $80/af to cost of project — pumping water out of ground
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Desal Option 2A

(Recharge 42 mgd, Sell 8 mgd to HB and NB)

Institutionally simpler option to implement — OCWD is the primary customer (other
than Huntington Beach and Newport Beach)

Option is primarily tied to OCWD’s management of the groundwater basin —
recharging the GW Basin

Raises BPP for all Producers
Putting slightly less water into GW Basin (less infrastructure / injection wells needed)

Only required injection wells are currently in design phase: Centennial Park Injection
WEIS



Desal Option 2A

(Recharge 42 mgd, Sell 8 mgd to HB and NB)

Increases GWRS Final Expansion Project costs by $200 million - Possible OCSD
concern

Desal water will displace ~ 3,000 afy of SAR storm water in Burris Basin

GWRS Pipeline & Talbert Barrier need to operate 24/7/365 (down time exposure)
Need OCSD property for new pump station

Adds $80/af to cost of project — pumping water out of ground

Need to establish agreement with Producers (NB & HB) for direct sale

Potential agreement with MWDOC for direct sale
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Desal Option 2B

(Recharge 15 mgd, Sell 35 mgd to Various Producers)

Majority of desal water sold directly to Producers (less
Infrastructure needed)

No new injection wells required
GWRS Final Expansion costs to remain unchanged
Least costly option
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Desal Option 2B

(Recharge 15 mgd, Sell 35 mgd to Various Producers)

Talbert Barrier operates 24/7/365 (down time exposure)
Adds $80/af to cost of project — pumping water out of ground
Need to establish agreement with Producers for direct sale
Potential agreement with MWDOC for direct sale

Need West Orange County Water Board (WOCWB) approval

Need agreement with Mesa Water and Huntington Beach to
use OC44 pipeline.
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Desal Option 3

(Recharge 15 mgd, Sell 25 mgd to Various Producers & 10 mgd to SOC agencies)

« Majority of desal water sold directly to Producers (less
Infrastructure needed)

* No injection wells required
« GWRS Final Expansion costs to remain unchanged

« Can sell water at higher rate to South Orange County
agencies
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Desal Option 3

(Recharge 15 mgd, Sell 25 mgd to Various Producers & 10 mgd to SOC agencies)

» Talbert Barrier operates 24/7/365 (down time exposure)

» Adds $80/af to cost of project — pumping water out of ground
* Need to establish agreement with Producers for direct sale

* Need WOCWB approval

« Potential agreement with MWDQOC for direct sale

« MWDOC/OCWD to sell water to agencies outside of OCWD
service area
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Desal Option 4

(Directly distribute 50 mgd to various Producers and SOC agencies)

No new injection wells required
GWRS Final Expansion costs to remain unchanged

All desal water sold directly to Producers (less infrastructure
needed)

No storm water lost due to desal water
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Desal Option 4

(Directly distribute 50 mgd to various Producers and SOC agencies)

* Need to establish agreement with Producers for direct sale

« Need WOCWB approval

« Potential agreement with MWDOC for direct sale

« MWDOC/OCWD to sell water to agencies outside of OCWD
service area

« Assumes using existing MWD East Orange County Feeder
No. 2

— Potential water quality issue with MWD
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. Summary of Distribution Options

ate Combinatien Original
Option # 1A 2B I 3 | 4 ol

$160 M $131 M S97 M $161 M $107 M

Capital Cost

Annual O&M S5 M S4 M S2.7M S3 M S2.5M S2.5M S2.5M

Project Dist. S469/af
Unit Cost

S475/af S247/af S217/af S166/af S245/af $179/af

RA Increase $248/af 52/3 S253/af S191/af S171/af S110/af S135/af S85/af
BPP Increase 12% 12% 12% 12% 10% 4% 4% N/A

Producers S141/4f S144/af SIN5/af S91/af S82/af S64/af S83/af S64/ai
Water Cost

Increase

Monthly $6.30 $6.50 $6.50 S4.00 $3.70 $3.00 $3.70 $3.00

Water Bill




Recelving Outside Grant
Funding

« Every $10 million in grant funding received lowers
the estimated project unit cost by ~ $12/af
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Financial Impact of Reducing
Project Contingency Cost from
30% to 20%

Option # Reduction In Estimated | Reduction in Estimated
Project Capital cost Project Unit Cost

S12 million

S10 million
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Financial Impact From Obtaining
Lower Cost Financing

* Current distribution unit cost estimates assume
5% financing rate paid over 30 years

 |f assume $50 million of low interest loans and/or
variable rate financing obtained at 2% rate -
reduces estimated project unit cost by $19/af
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Action for consideration

1. Select Distribution Option

2. Initiate Prelim. Design

3. Initiate CEQA

4. Initiate Final Poseidon
Negotiations

Prepare CEQA

Preliminary Design

Final Water Purchase
Agreement Negotiation

Possible Producer
Agreements

Possible Distribution
Agreements

9-12 Month Process

Poseidon Schedule Overview

MWD LRP Poseidon

Financial

Prop 5 & Close

tate Loan

OCWD Board Action for

consideration — “Go No-

Go” decision

1. Water Purchase
Agreement

2. Other Possible
Agreements

3. CEQA
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Recommendation

* Eliminate Options 1D & 4; and
« Continue analyzing Options 2A, 2B, and 3
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End of Presentation
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