
MINUTES OF MEETING
BOARD OF DIRECTORS, ORANGE COUNTY WATER DISTRICT

June 1, 2016, 5:30 p.m.

President Green called to order the June 1, 2016 regular meeting of the Orange County Water
District Board of Directors at 5:30 p.m. in the Boardroom at the District office. Following the
Pledge of Allegiance to the Flag, the Secretary called the roll and reported a quorum as follows.

Directors
Philip Anthony
Denis Bilodeau
Jordan Brandman
Shawn Dewane
Jan Flory
Cathy Green
Dina Nguyen
Roman Reyna
Stephen Sheldon
Roger Yoh

(not present)

VISITOR PARTICIPATION

Staff
Michael Markus, General Manager
Joel Kuperberg, General Counsel
Janice Durant, District Secretary

Visitor participation took place later in tonight’s meeting following the staff presentations on the
Poseidon Desalination Project.

CONSENT CALENDAR

The Consent Calendar was approved upon motion by Director Anthony, seconded by Director
Dewane and carried [9-0] as follows, with the following abstentions:
Directors Bilodeau and Brandman abstained on a portion of Item No. 1, Cash Disbursements
(see below).
Ayes:  Anthony, Bilodeau, Brandman, Dewane, Green, Flory, Reyna, Sheldon, Yoh
Absent:  Nguyen
Abstain:  Bilodeau, Brandman (No. l , Cash Disbursements - Check No. 74779 to Townsend

Public Affairs, Inc.)

1.  Approval of Cash Disbursements

MOTION NO. 16-79
APPROVING CASH DISBURSEMENTS

Payment of bills for the period May 12, 2016 through May 25, 2016 in the total amount of
$7,436,364.32 is ratified and approved.
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Ratification of Job Classification Changes

MOTION NO. 16-80
RATIFYING JOB CLASSIFICATION CHANGES

The following job classification changes are hereby ratified:

1)  Placement of the Network Administrator job classification at salary grade R-15;
2)  Addition of Senior Network Administrator at salary grade R-17; and
3)  Addition of Principal Network Administrator at salary grade R-19

WORKSHOPS AND MATTERS FOR CONSIDERATION

It was determined to hear the staff presentations on the three Poseidon matters prior to taking
comments and voting on the items.

3.  Poseidon Confidentiality Agreement

General Manager Markus stated that Amendment No. 2 to the Confidentiality Agreement with
Poseidon would extend the term of the agreement through 2019. He noted that Poseidon has
requested extension of the agreement to keep the financial model and cost of the project
confidential. In response to a question, General Counsel Kuperberg noted that he determines
whether the information provided by Poseidon meets the criteria for confidential information.

4.  Water Quality Study for Poseidon Desalination Project

Director of Regulatory Affairs Jason Dadakis recalled that Trussell Technologies was hired by
the District to assess water quality impacts and related potential regulatory compliance issues
associated with the distribution and recharge/injection of desalinated ocean water from the
proposed Poseidon project. He presented an overview of the Trussell findings and
recommendations and reviewed the most important issues identified by the study, Mr. Dadakis
noted the study focused on the distribution system and related infrastructure, end user water
quality for direct delivery customers, and groundwater quality from recharge and injection of
desalinated water, stating the Trussell study analyzed three scenarios: winter operations, summer
operations, and 100% desalination.

Mr. Dadakis reported the findings show some effect on plant appearance due to elevated levels
of sodium, chloride, and boron, and noted that a Carlsbad desalination study identified 16
common plants that would be affected by the proposed desalinated water quality. He
recommended that OCWD consider a similar study in Huntington Beach and any other direct
distribution customer service areas. Mr. Dadakis also reported that the study shows disinfectant
residual and byproducts, and that ocean desalinated water requires disinfection prior to
distribution as drinking water. Mr. Dadakis then reported the Irvine Ranch Water District staff
has communicated concerns over the effects of desalinated water quality on IRWD recycled
water quality, stressing that it would increase chloride, and possibly TDS of the IRWD
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groundwater supply over the long-term. He stated that IRWD is currently developing projections
of impacts via a modeling study.

A Board discussion ensued. Director Anthony noted that the three scenarios studied have
3 million gallons of water per day going to Huntington Beach with the remainder going into the
ground. He expressed concern over such high quality water being injected into the basin, and
asked staff to provide the Groundwater Producers with copies of the Study. Director Anthony
also questioned why the study compares the quality of ocean desalinated water to GWRS water
quality. Director Dewane stated that the quality of desalinated water is superior to that of MWD
imported water and should be compared to that rather than GWRS. President Green stated that
OCWD could consider injecting only GWRS water into the mid-basin area thereby alleviating
IRWD concerns. Dr. Tressell stated he did not study the impact of the desalinated water on
IRWD.

5.  Poseidon Resources California Environmental Quality Act Reimbursement Agreement

Executive Director John Kennedy requested the Board consider a CEQA reimbursement
agreement with Poseidon to allow CEQA work to begin on the project while other issues such as
the final distribution options are pending. He stated that the agreement calls for Poseidon to
reimburse OCWD for any CEQA costs up to $500,000 and assume the risk if the project does not
move forward. He noted however that the costs would become the obligation of OCWD should
the project go forward. General Counsel Kuperberg advised that the agreement is silent on what
happens if the costs exceed $500,000, but stated OCWD could pay the overage or stop the work.
He noted this process would jump start the CEQA document when and if the Board decides to go
forward. Mr. Markus stressed that the primary scope of the CEQA work is for the pipeline
distribution process for groundwater injection. Director Anthony stressed that the CEQA process
is premature as the project has not yet been defined. Directors Flory and Sheldon stated that
Poseidon should bear the costs of the entire CEQA process even if the project does go forward
since the distribution pipelines to transport the Poseidon water would make the project feasible
for OCWD participation. Director Yoh stressed that the existing GWRS project pipelines were
built to carry the final expansion of GWRS, not desalinated ocean water.

Poseidon representative Scott Maloni noted that in 2010, the City of Huntington Beach certified
the EIR to deliver the desalinated water directly to the OCWD territory and outside of the
OCWD territory. He stated the only part of CEQA that has not been completed is injecting the
water directly into the groundwater basin.

President Green suggested a workshop be scheduled for July 6 to study injecting the water
directly into the groundwater basin. Director Flory moved to continue discussion of this item
until a distribution option is selected. The motion was seconded by Director Anthony and failed
on a vote of 2-7.
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VISITOR PARTICIPATION:

Speaking in favor of the proposed project due to the need for a reliable water source and creation
new jobs to the County:

Phil Salerno - Fountain Valley resident and Local 500 Cement Masons
Sam Hurtado - Sheet Metal Workers Local 500 and Orange County resident
Karen Jackle - President of Huntington Beach Tomorrow
Diego Terain - Santa Ana resident
Art Montez - State LULAC OC Wise representative
Jack O’Neil - International Brotherhood of Electrical workers
Ernesto Madrano - LA/OC Building and Construction Trades Council Ironworkers Local 437
Keith Harkey - Ironworkers Local 437
Anthony Novello - UA Local 502 Plumbers and Steamfitters

Speaking in opposition to the proposed Poseidon project:

Tim Geddes - Southeast Huntington Beach resident - objects to pipeline route
Scott Smith - R4RD - Confidentiality Agreement brings lack of transparency
Ray Heimstra - Orange County Coastkeeper - presented the Board with a Notice of Violation

from the San Diego Regional Water Quality Control Board of the Waste Discharge
Requirements for the Poseidon Carlsbad Desalination Project

Milt Dardis - Southeast Huntington Beach resident - concerned about who actually owns
Poseidon Resources

The following actions were then taken with regard to the proposed project.

3. Poseidon Confidentiality Agreement

Upon motion by Director Anthony, seconded by Director Dewane, the following resolution was
unanimously adopted [9-0]:

RESOLUTION NO. 16-6-68
APPROVING AMENDMENT TO POSEIDON RESOURCES

CONFIDENTIALIT Y AGREEMENT

WHEREAS, Poseidon Resources (Surfside) LLC is processing documents to construct an ocean
water desalination facility in Huntington Beach at the AES Power Station; and

WHEREAS, pursuant to Resolution Nos. 10-3-46 and 13-7-97 adopted March 17, 2010 and
July 24, 2013, respectively, OCWD entered into a Confidentiality Agreement with Poseidon to
allow the sharing of private financial information to assist with potential water purchase
agreement negotiations from Poseidon’s proposed facility; and

4
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WHEREAS, such Agreement expired on April 7, 2016 and the District staff has presented and
recommended execution of Amendment No. 2 to such Confidentiality Agreement extending the
agreement through December 31, 2019;

NOW, THEREFORE, the Board of Directors of the Orange County Water District does hereby
approve the aforementioned Amendment No. 2 to such Confidentiality Agreement with Poseidon
Resources (Surfside) LLC as outlined herein; and, upon approval as to form by District General
Counsel, its execution by the District’s officers is authorized.

Ayes:  Anthony, Bilodeau, Brandman, Dewane, Flory, Green, Reyna, Sheldon, Yoh
Absent:  Nguyen

5.  Poseidon Resources California Environmental Quality Act Reimbursement A greement

Upon motion by Director Dewane, seconded by Director Brandman, with Directors Anthony and
Flory voting "No," the following resolution was adopted [7-2]:

RESOLUTION NO. 16-6-69
APPROVING POSEIDON RESOURCES CALIFORNIA ENVIRONMENTAL QUALIT Y

ACT (CEQA) REIMBURSEMENT AGREEMENT

WHEREAS, the District staff has presented and recommended entering into a CEQA
Reimbursement Agreement with Poseidon (Surfside) LLC which would allow CEQA work to
begin on the proposed project while other issues are pending and provide for Poseidon Resources
(Surfside) LLC to reimburse OCWD for CEQA work regardless of the final outcome of the
project for an amount not to exceed $500,000; and

WHEREAS, the staff has further recommended issuance of Request for Proposals from a
preapproved list of CEQA consultants to assist in this effort for evaluation and selection by staff;
and

RESOLVED, that the following actions in connection with the proposed Poseidon Desalination
Project are hereby approved:

Section 1: Preparation of CEQA documents for the proposed Poseidon Desalination project is
authorized for a cost not to exceed $500,000.

Section 2: The Reimbursement Agreement with Poseidon Resources (Surfside) LLC is hereby
approved as outlined herein; and, upon approval as to form by District General Counsel, its
execution by the District’s officers is authorized.

Section 3: Issuance and execution by staff of the necessary agreements with CEQA consultants
to assist with this effort are authorized.
Ayes:  Bilodeau, Brandman, Dewane, Green, Reyna, Sheldon, Yoh
Noes:  Anthony, Flory
Absent:  Nguyen
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INFORMATIONAL ITEMS

There was no discussion of the Informational Items on tonight’s Agenda.

ADJOURNMENT TO CLOSED SESSION

Director Dewane requested that the Closed Session item be heard in open session. General
Counsel Kuperberg suggested the Board follow the format for threatened litigation and the Board
adjourned to Closed Session at 7:33 p.m. as follows:

CONFERENCE WITH LEGAL COUNSEL - ANTICIPATED LITIGATION -
SIGNIFICANT EXPOSURE TO LITIGATION - [Government Code Section 54956.9(b)
- One potential case]

RECONVENE IN OPEN SESSION

The Board reconvened in Open Session at 8:15 p.m. whereupon General Counsel Kuperberg
announced that no reportable action took place in Closed Session.

ADJOURNMENT

There being no further business to come before the Board, the meeting was adjourned at
8:15 p.m.

if Jayce Durant, DYstrict Secret-ary

Cathy Gree~ ,n/’~/P r ~e~ent


