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Executive Summary

Municipal Service Review & Sphere of Influence Update

On October 4, 2022, Orange County Water District (OCWD or “District”) submitted an
application with the Local Agency Formation Commission of Orange County (OC
LAFCO) to prepare a Comprehensive Municipal Service Review (MSR) and Sphere of
Influence (SOI) update. The MSR is located in Chapter 3 and the SOl is located in Chapter
4, herein. The application from OCWD included a request for a feasibility analysis of the
potential consolidation of OCWD and the Municipal Water District of Orange County
(MWDOC). The Consolidation Feasibility Study is located in Chapter 5.

OCWD was created by a special act of the state legislature in 1933 (the “OCWD Act”) to
manage the Orange County (OC) Groundwater Basin (“Basin”). OCWD is governed by a
10-member Board of Directors representing the District’s 10 Divisions. The District’s
boundary is limited by the Basin and includes the Orange County portion of the Santa
Ana River Watershed. The OCWD Act limits the District from providing water outside of
the Basin unless it is for the purpose of managing the Basin (OCWD Act, Section 2). The
Basin is not adjudicated so there is no court judgment that stipulates how water rights
are allocated and how management should occur. The OCWD Act gives legal authority
to the District’s Board of Directors to fulfill its charge by working cooperatively with
groundwater producers (pumpers), conducting extensive groundwater elevation and
water quality monitoring, constructing and expanding recharge facilities, procuring
recharge water supplies, and setting the annual percentage of total water demands that
each groundwater producer can extract without triggering an additional assessment
(“Basin Equity Assessment ,” or BEA ), among other efforts. OCWD manages the Basin
and does not supply water directly to retail customers. OCWD manages the Basin like a
reservoir that holds approximately 500,000 acre-feet (AF) of water; however, it keeps the
Basin less than 100 percent full in order to maintain storage space for flood events,
minimize water loss to the Los Angeles County side of the basin, and to calculate the fee
that each groundwater producer pays for each AF pumped (“Replenishment
Assessment”).

The District’s sphere of influence (SOI) totals 569 square miles, of which 52 square miles
extends into the Pacific Ocean and 125 square miles include unincorporated Orange
County. OCWD’s Service Area encompasses 430 square miles of the SOI and includes
retail water suppliers consisting of 13 cities and five water districts and one investor
owned utility, which distribute water directly to their customers (collectively referred to
as the “19 Groundwater Producers”), and small private well owners and mutual water
companies within the Service Area. The boundaries of OCWD’s SOI and Service Area
are not coterminous. A total of 18 incorporated Orange County cities are fully located
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within the OCWD SOl and Service Area. These cities are Anaheim, Buena Park, Costa
Mesa, Cypress, Fountain Valley, Garden Grove, Huntington Beach, La Palma, Los
Alamitos, Placentia, Santa Ana, Seal Beach, Stanton, Tustin, Villa Park, Westminster and
Yorba Linda. Portions of the Cities of Irvine and Newport Beach are within both OCWD’s
SOl and Service Area. The Cities of Orange and Fullerton are fully within the SOI,
however, a small area of Orange and Fullerton are not fully within the OCWD Service
Area. Five incorporated Orange County cities are totally or partially within the SOI but
outside of the OCWD Service Area: Aliso Viejo, Brea, Laguna Hills, Laguna Woods, and
Lake Forest. The District has no facilities nor provides services outside of the District’s
Service Area.

Approximately 125 square miles of the SOl is unincorporated county (35 square miles of
which is in the OCWD Service Area). A total of 11 disadvantaged unincorporated
communities (DUCs) were identified within the OCWD SOl specifically within Division 1.
DUCs are census blocks with a median household income that is 80 percent or less than
the statewide value that are also located in unincorporated county areas. Water service
to customers within these areas is provided by the local retail water suppliers who obtain
groundwater from OCWD. Four of the 11 DUCs are also within the City of Anaheim’s SOI
and collectively identified as the Southwest Anaheim DUC; two DUCs are in the City of
Stanton’s SOI and individually identified as Mac/Syracuse DUC and Dale/Augusta DUC;
and five DUCs are in the City of Westminster’s SOI that include the three in the
Bolsa/Midway DUC, one in Bolsa/Pacific DUC, and one in Bolsa/McFadden DUC. The
water suppliers include four mutual water companies, the Cities of Anaheim and
Westminster, and Golden State Water Company.

This study identified nine mutual water companies within the SOI; four of which serve
portions of the 11 DUCs located in Division 1. The other five mutual water companies
are located elsewhere in the SOI including Knott’s Berry Farm in Buena Park, the Los
Alamitos Racetrack, Anaheim, Huntington Beach, and Fullerton. Mutual water
companies are private not-for-profit organizations that are organized under California
Corporations Code 14300, and regulated under the federal Safe Drinking Water Act, the
California Water Code and Health and Safety Code, and the California Department of
Public Health. They also report their boundaries to OC LAFCO. Although included in
OCWD’s Well Monitoring Program, mutual water companies are not often equipped to
address water quality constraints and/or upgrade their infrastructure as quickly as larger,
more well-funded water suppliers. Therefore, this study recommends OCWD offer
technical assistance to mutual water companies upon their request for things like funding
opportunities for system improvements, well monitoring or water testing.

OCWD conducts annual, independent financial audits and maintains AAA credit ratings
with Fitch Ratings and Standard & Poors. The OCWD Fiscal Year 2023-2024 Budget was
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adopted by the Board of Directors on April 19, 2023 with a total budget of $279.2 million,
which represents a decrease of 10.5 percent from the previous year. The majority of
revenue (62 percent of revenues) comes from the Replenishment Assessment and the
largest expenditure (36 percent of expenses) is attributed to 19 Capital Projects which
are debt and PAYGO funded. OCWD has a defined contribution retirement plan, and the
District’s medical retirement plan is fully funded as of June 30, 2023. OCWD continues
to meet the requirements of its reserve policy and total reserves are approximately $308
million on June 30, 2023. The District has approximately $870 million in outstanding debt
as of July 1, 2023. Debt repayment is budgeted annually at approximately $45 million.
The District is able to meet all its budgeted expenses and obligations and maintain an
AAA credit rating with Fitch and Standard and Poors. Replenishment Assessments can
and do increase annually when necessary to help ensure revenues meet expense
requirements. This flexibility along with its other revenue sources, budgeted reserves,
and great credit ratings put OCWD in a stable financial position to continue providing
current groundwater management services to its customers.

According to the 2020 Census, the OCWD Service Area contains approximately 2.44
million residents. The Center for Demographic Research’s “Orange County Progress
Report 2023” estimates the Service Area population to increase 4.5 percent over 25
years to approximately 2.55 million residents by 2045. Therefore, significant population
growth is not expected in the Service Area. Between Water Years (WY) 2012-2013 and
2022-2023 groundwater pumping has decreased on average 1.5 percent each year.’
This is likely the result of several influences including a prolonged drought from 2012-
20162 that triggered significant conservation of groundwater and imported water, and
new state guidelines established in 2019 and 2020 for certain PFAS contaminants
resulting in decreased groundwater pumping. Total water demands within OCWD were
at their lowest in 50 years at the end of WY 2022-2023, which is likely the result of
reduced outdoor irrigation because of the above-average rainfall. However, groundwater
pumping for WY 2023-2024 is projected to increase 14.2 percent over the one-year
period from WY 2022-2023 and projected to increase gradually for the next 25 years,
but still less than total water demands recorded in the early 2000s. To bolster its water
supply for the Basin, OCWD has recently completed projects that will allow for additional
capture of Santa Ana River water, and recently expanded the treatment capacity of its

L WY (Water Year) is defined as the 12-month period beginning October 1 through September 30 of the following
year (e.g., WY 2023-2024 would be October 1, 2023 — September 30, 2024).

2 According to the California Department of Water Resources’ Report to the Legislature on the 2012-2016 Drought
(March 13, 2021), "It unfolded in a context of record statewide temperatures, which exacerbated the impacts of
water shortage, setting new markers for extreme conditions. The Sierra Nevada snowpack in 2015, for example,
was the lowest on record. Based on statewide precipitation, 2012—-2015 were the four driest consecutive years on
record.”
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advanced recycled water treatment facility. Records indicate that recharge efforts by
OCWD have been effective in replenishing the Basin water supply.

Water demands within the OCWD Service Area are expected to be met over the planning
horizon of this MSR analysis including the future increase in population, given the
following factors: (1) the District’s collaboration with the Center for Demographic
Research to proactively monitor demographic changes in the Service Area and in
particular, population growth; (2) District projections accounting for future growth in each
Groundwater Producer’s service area; and (3) the District’s demonstrated ability to meet
greater water demands in the past as compared to current water demands.

The capacity of OCWD’s infrastructure to manage the basin sufficiently was
demonstrated in WY 2022-2023 when rainfall exceeded 158 percent of the long-term
average. By the end of June 2022, more water was recharged than anticipated resulting
in filling the Basin with an additional 69,000 AF, despite some losses to the ocean.
Therefore, OCWD’s capacity is commensurate with the population it currently serves.
The District’s planning efforts are demonstrated in the annual Comprehensive Financial
Report, Annual Budget, and CIP by identifying the resources required to repair, replace,
and expand facilities in order to meet its stated mission. In terms of supply capacity, the
District has many water rights and entitlements to water supplies. OCWD will need to
continue to budget for maintenance and expansions of capacity as infrastructure ages,
regulations change, and collaboration opportunities arise.

The primary constraint on the ability of OCWD to provide its services is water quality.
Specifically, per- and polyfluoroalkyl substances (PFAS), groundwater contamination
plumes, and seawater intrusion causes wells to be turned off until additional actions are
taken. In the meantime, alternative sources of water supply, primarily imported water are
utilized. These constraints, however, do not diminish the District’s ability or capacity to
replenish the Basin adequately.

The District partners with many different entities on projects that benefit and further the
goals of the OCWD Act. OCWD is also the largest buyer of imported water supplies from
the local imported water wholesaler agency, MWDOC. The status of shared projects and
facilities is well-documented to support the services provided by OCWD and referenced
in this report. Partnership opportunities are expected for the future, which may include
but are not limited to, a second emergency connection to South Orange County water
agencies, addressing seawater intrusion at the “Sunset Gap” and/or “Bolsa Gap,”
securing funding for the 19 Groundwater Producers to construct water treatment
systems to address PFAS contamination in wells, and paying one-half of all PFAS
treatment system operation and maintenance (O&M) costs. The opportunities for shared

10
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facilities continue to evolve at a sufficient pace for the purpose of supporting the services
provided by OCWD.

During the course of our review, three gaps were noted in the OCWD Service Area that
are located within the City of Newport Beach (Figure 2). The total area not included in
the Service Area is 31 acres and likely an inadvertent mapping error. The three gaps in
the District’s Service Area boundary are within the water service area of the City of
Newport Beach. These gaps are fully within the SOI of OCWD, and the District has
indicated no reason to not annex these gaps into their Service Area; however the District
indicated that further research would need to be done prior to submitting an annexation
application to OC LAFCO.

In conclusion, OCWD has always been able to meet the water demands of its
Groundwater Producers, and it is expected the District would continue to do so in the
future, accounting for population projections.

Consolidation Feasibility Study

In the October 4, 2022 application from OCWD to OC LAFCO for an updated MSR/SOI,
OCWD requested preparation of a “Focused MSR” in response to the criticisms of the
Grand Jury report to “dive deep” into the different issues that would need to be
considered in consolidating the two agencies, OCWD and MWDOC. The consolidation
feasibility study uses the adopted budgets of Fiscal Years 2021/2022, 2022/2023, and
2023/2024 from OCWD and MWDOC on which to estimate fiscal efficiencies upon
consolidation. A Successor Agency is unknown, and pursuant to the CKH Act, the
analysis assumed the Successor Agency would continue providing all services currently
provided by each agency. In order to make a finding on fiscal sustainability of the
Successor Agency, the study estimates the cost-savings of changes in staffing, board
members, and two retirement plan options (defined benefit and defined contribution
plans) for the Successor Agency, as well as a combined Statement of Net Position. In
accordance with Gov. Code Section 56881(b)(1), LAFCO must make the determination
that public service costs of a proposal are likely to be less than or substantially similar
to costs under alternative means of providing services.

11
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CHAPTER ONE | INTRODUCTION

1.0 History and Mission of Local Agency Formation Commissions

To improve regional planning and growth management as California’s population grew
after the end of World War Il, the California Legislature adopted in 1963 the Knox-Nisbet
Act, which established a Local Agency Formation Commission (LAFCO) in each county.
Subsequently in 1971, the Legislature expanded the responsibilities of each LAFCO to
include the establishment of spheres of influence (SOI) — areas of planned growth — for
all cities and special districts. Furthermore, in 2001 the Legislature enacted the Cortese-
Knox-Hertzberg Local Government Reorganization Act of 2000 (CKH Act) that has
improved the effectiveness of LAFCOs to fulfill their legislative mission. The CKH Act
requires SOls to be reviewed every five years and updated as conditions warrant and
prepare Municipal Service Reviews (MSRs) to evaluate the adequacy of service relative
to current and future community needs.

1.1 Authority and Powers

The California Legislature has bestowed its
authority to regulate local government
boundaries, including the power to create and
dissolve local agencies and change their [olall Y aoR  araRols: i Re I aeiiI el ]
boundaries, to LAFCOs. No local government
can unilaterally change its own boundary, nor
can voters use an initiative or referendum to
modify a boundary to bypass LAFCO
consideration.

Local Agency Formation Commission
of Orange County

districts, and the county to ensure effective

and efficient delivery of municipal services.

The CKH Act directs LAFCOs to achieve three primary goals:

1. Discourage urban sprawil.
2. Encourage orderly governmental boundaries.
3. Preserve open space® and prime agricultural lands.*

3 “Open space” is defined in Gov. Code Sections 56059 and 56060, and Gov. Code Section 65560.

4 “Prime agricultural land” is defined in Gov. Code Section 56064.

12
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Reviewing and approving (or denying) proposals to change boundaries is the method by
which each LAFCO can regulate boundary changes. Adopting and revising SOls is the
method by which each LAFCO plans for the future.

Regulatory Authority

LAFCOs’ regulatory authority resides in reviewing and approving or denying proposals
to change the jurisdictional boundaries of cities and special districts.® Specifically, these
types of boundary changes are commonly referred to as “changes of organization”
include:

e Annexations;

e Detachments;

e City incorporations and disincorporations;

e Special district formations and dissolutions;

e Mergers;

e Consolidations;®

e Creation of subsidiary districts;

e Reorganizations, which combine two or more of these changes of organization in
one proposal; and

e Exercise of new or different functions or classes of services, or divestiture of the
power to provide particular functions or classes of services, within all or part of
the jurisdictional boundaries of a special district. (CKH Act, Sec. 56021)

Every change of organization (or reorganization) requires five, sometimes six, steps:

Initiation of proceedings;

LAFCO review and approval;

LAFCO conducts hearings and 30-day reconsideration period;
Protest proceedings;

City or county conducts election, if needed; and

6. Completion of proceedings and filing with the State.

o Lp =

Additionally, LAFCOs’ regulatory authority includes overseeing the process for a city or
special district to provide new or extended services by contract or agreement outside
its jurisdictional boundaries only if the city or district first requests and receives written
approval from the local LAFCO. In addition to the law under which they are governed,

5 LAFCOs do not regulate boundaries for counties and some local government agencies, including school districts,
community facilities districts (Mello-Roos), and community college districts.

6 “Consolidation” is defined in Gov. Code Section 56030 as: the uniting or joining of two or more cities located in
the same county into a single new successor city or two or more districts into a single new successor district.
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many LAFCOs have established local policies and procedures to support the efficient
and effective processing of these changes of organization.

Planning Authority

LAFCOs’ planning authority is carried out through the establishment and updating of
SOls as well as the preparation of comprehensive MSRs that analyze service or services
within a designated geographic area.

Spheres of Influence

SOls are established to identify the probable physical boundaries and service area of a
local agency. Any person or local government may request an amendment or change to
a SOI. State law requires that all changes of organization be consistent with the SOI
independently established by the Commission for each city and special district. The
statute further requires SOls to be reviewed every five years and updated as conditions
warrant.

With each SOI that is established, amended, or updated, LAFCOs are required to
consider and prepare a written statement of its determinations with respect to the
following factors codified in Government Code Section 56425:

(1) Present and planned land uses in the area, including agricultural and open-space
lands.

(2) Present and probable need for public facilities and services in the area.

(3) Present capacity of public facilities and adequacy of public services that the
agency provides or is authorized to provide.

(4) Existence of any social or economic communities of interest in the area if the
commission determines that they are relevant to the agency.

(5) If a city or special district provides public facilities or services related to sewers,
municipal and industrial water, or structural fire protection, the present and
probable need for those facilities and services of any disadvantaged
unincorporated communities within the existing sphere of influence.

Municipal Service Reviews

MSRs involve comprehensive reviews and regional studies on future growth and how
local agencies are planning for their municipal services and infrastructure systems.
These studies are prepared before or in conjunction with the establishment, review, or
update of an SOI and are generally intended to inform in the areas of efficiency and
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affordability of infrastructure and municipal service delivery and assist LAFCOs in the
review and initiation of changes of organization.

In accordance with Gov. Code Section 56430, with each MSR that is prepared, LAFCOs
are required to prepare a written statement of its determinations with respect to each of
the following:

(1) Growth and population projections for the affected area.

(2) The location and characteristics of any disadvantaged unincorporated
communities (DUCs) within or contiguous to the affected sphere of influence.

(3) Present and planned capacity of public facilities, adequacy of public services,
and infrastructure needs or deficiencies including needs or deficiencies related
to sewers, municipal and industrial water, and structural fire protection in any
disadvantaged, unincorporated communities within or contiguous to the
affected sphere of influence.

(4) Financial ability of agencies to provide services.
(5) Status of, and opportunities for, shared facilities.

(6) Accountability for community service needs, including governmental structure
and operational efficiencies.

(7) Any other matter related to effective or efficient service delivery, as required
by commission policy.

1.2 Local Agency Formation Commission of Orange County

The Local Agency Formation Commission of Orange County (OC LAFCO) is authorized
by the California Legislature to maintain orderly boundaries for the County’s 34 cities
and 34 independent and dependent special districts through SOls and MSRs. Since its
creation, the Commission has formed more than nine cities, approved several changes
of organization and reorganization involving cities and special districts and encouraged
orderly development through the establishment of agency SOls and preparation of
numerous studies. OC LAFCO has also provided proactive leadership on efficient
government through its implementation of the CKH Act and its web-based resources. In
addition to State law, the Commission’s authority is guided through adopted local
policies and procedures that assist in the implementation of the provisions of the CKH
Act and consideration of the local conditions and circumstances of Orange County.
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Commission Composition

OC LAFCO is comprised of 11 commission members, with seven serving as regular
members and four serving as alternate members. LAFCO members, called
commissioners, are a composite of three county supervisors appointed annually by the
Board of Supervisors, three city council members appointed by the City Selection
Committee (made up of the 34 city mayors), three independent special district members
appointed by the Special District Selection Committee (made up of the Board Presidents
of the 27 independent special districts), and two representatives of the general public
appointed by the Commission. The OC LAFCO commissioners as of November 2024
are shown in Table 1.

Table 1: Orange County LAFCO Commission Roster (as of November 2024)

Commissioner Appointing Authority Current Term
Donald P. W , Chai .
ona agner ar Board of Supervisors 2022-2026
County Member
Wendy Bucknum, Vice Chair ) ) )
) y Bueknd I I City Selection Committee 2024-2028
City Member
Douglass Davert, Immediate . L
Past Chair Independgnt SpeC|aI. District 2022-2026
o Selection Committee
Special District Member
James Fisler Independent Special District
. . 2024-2028
Special District Member Selection Committee
Derek J. McGregor
C isSi 2022-2026
Public Member ormmission
B Whitak
ruce Ynitaxer City Selection Committee 2023-2026
City Member
Vacant
Board of Supervisors
County Member P
Alternate Members
Kathryn Freshley . .
Independent Special District
Alternate Special District Spel ection C%mmittee 2022-2026
Member
Carol Moore
City Selection C itt 2024-2028
Alternate City Member ty welection Lommittee
Lou Penrose
C issi 2021-2025
Alternate Public Member ommission
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Commissioner Appointing Authority Current Term

Vacant
Alternate County Member
OC LAFCO Staff

Carolyn Emery, Executive Officer

Board of Supervisors

Scott Smith, Legal Counsel

In accordance with the CKH Act, while serving on the Commission, all commission
members shall exercise their independent judgement on behalf of the interests of
residents, property owners, and the public as a whole. All members serve four-year
terms and there are no term limits.

Commission Meeting and Contact Information

The regular meetings of the Commission are held on the second Wednesday of the
month at 8:15 a.m. The meetings are conducted in the Hall of Administration — Planning
Commission Hearing Room located at County Administration North (CAN) First Floor
Multipurpose Room 101, 400 W. Civic Center Drive, Santa Ana, 92701.

The OC LAFCO administrative offices are located at 2677 North Main Street, Suite 1050,
in the City of Santa Ana, 92705. Commission staff may be reached by telephone at (714)
640-5100. The agency’s agendas, reports, and other resources are available online at
www.oclafco.org.
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CHAPTER TWO | AGENCY OVERVIEW

2.0 Purpose of Municipal Service Review

Pursuant to the CKH Act, OC LAFCO will conduct service reviews in conjunction with
SOl updates on or before January 1, 2008, and every five years thereafter. OC LAFCO
has completed three cycles of MSRs; the first round completed between 2005 and 2008,
the second round completed between 2008 and 2013, and the third round completed
between 2013 and 2018. The fourth cycle is currently ongoing and expected to be
completed near 2025. An MSR for OCWD was last conducted in 2013. This MSR and
SOl update is being conducted as part of the fourth cycle of updates.

On October 4, 2022, the District filed an application with OC LAFCO to prepare a study
focused on the potential consolidation of OCWD and Municipal Water District Orange
County (MWDOC). OCWD'’s application was submitted following a report prepared by
the 2021-2022 Orange County Grand Jury entitled, Water in Orange County Needs ‘One
Voice’ (June 22, 2022).

In light of OCWD’s application, this MSR process includes a comprehensive review of
OCWD in accordance with the state mandate and a feasibility analysis of the potential
consolidation of OCWD and MWDOC. Notably, the most recent five-year cycle MSR for
MWDOC was conducted and approved by the Commission in 2020. That MSR did not,
however, include a discussion of potential consolidation of the agencies.

Therefore, this MSR report includes a comprehensive MSR update, an SOl update, and
a feasibility study of consolidation of OCWD and MWDOC. Adoption of this MSR by the
Commission does not trigger an action of governmental reorganization by OC LAFCO,
OCWD, or MWDOC.
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21 Agency Overview

OCWD was created in 1933 by a special act of the California
Legislature (“OCWD Act”) that granted broad powers to
protect the water supply of the Coastal Plain of Orange
County Groundwater Basin (“OC Groundwater Basin” or
“Basin”) (Figure 1 — Orange County Groundwater Basin).
The California Department of Water Resources (DWR)
identifies it as Basin No. 8-001. OCWD is charged with
managing the Basin in order for the 19 retail water suppliers
(“Groundwater Producers”) that have wells in the basin to
serve approximately 2.44 million northern and central Orange County residents with a
reliable and sustainable water supply. As of 2023, 85 percent of the annual water
demand of the Groundwater Producers is supplied with water from the Basin.

The Basin is not adjudicated. Adjudicating a groundwater basin is a lengthy and
expensive endeavor to have a court define each pumper’s water rights. The groundwater
basins in the upper Santa Ana River Watershed along the river in San Bernardino and
Riverside Counties were all adjudicated by 1970. However, the early leaders of OCWD
(“Committee of Twelve”) collectively agreed in the 1950s, during a housing boom with
wells drying up, that approaching the water rights as a group, instead of individuals
would make it possible to manage and replenish the basin so that all had more water. In
addition, these leaders concluded that “equitable financing for importing water to
replenish the groundwater basin was the most practical solution to having adequate
water for landholders and inhabitants alike” (OCWD 2014, pp. 24-25).

This common pool approach without adjudication continues today. Water surplus in wet
years is shared the same as shortage in dry years. Every pumper has an equal right to
pump as much water as can be beneficially used, but that each has the obligation to pay
the costs of replacing what was extracted (OCWD 2014, p. 25).
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The Cities of Anaheim, Fullerton, and
Santa Ana are pumpers in the Basin  /sS/ON STATEMENT
as well as independent member
agencies of The Metropolitan Water
District of Southern California
(MWD), which provides imported
water from the State Water Project
(Sacramento/San Joaquin Delta) and the Colorado River Aqueduct. The Cities of
Anaheim and Santa Ana joined MWD when it formed in 1927 and Fullerton joined in
1931. By 1951, other cities desired to join MWD to access imported water. Because
MWD had a policy that cities could join as geographic groups, the cities formed
MWDOC. MWDOC acts as a water wholesaler and pass-through agency representing
27 of Orange County’s water suppliers (except Anaheim, Santa Ana, and Fullerton) so
that they have the ability to purchase MWD imported water and have representation on
the MWD Board of Directors. OCWD is the largest purchaser of imported water from
MWDOC.

OCWD'’s mission is to provide a reliable, high-
quality water supply in a cost-effective and
environmentally responsible manner.

OCWD is governed by the OCWD Act (Stats. 1933 c. 924, p. 2400). “Managing the basin”
as mandated by the OCWD Act generally consists of groundwater monitoring,
wastewater reclamation, monitoring surface flows of the Santa Ana River at and below
Prado Dam, groundwater recharge projects and seawater barrier systems as well as
supporting the 19 Groundwater Producers with funding for groundwater treatment
systems, laboratory facilities for water testing, and advocacy at state and federal venues.

As of 2023, the OCWD sphere of

VALUES STATEMENT influence (SOI) totals 569 square
OCWD’s Board of Directors and staff are miles, or approximately 71 percent
committed to serving the people of Orange of the entire county. The District’s
County. Solid science and state-of-the-art Service Area is 430 square miles
technologies guide their decisions. OCWD is and includes 52 square miles of
committed to sound planning and investment, ocean, as shown on Figure 2 -
high standards for water reliability, exceptional OCWD Service Area.

water quality, environmental stewardship, sound
financial management, and transparency.
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As shown on Figure 2, three small gaps or holes in the Service Area that are located
within the water service area of the City of Newport Beach have been identified. These
are likely inadvertent mapping errors but further research would be needed. The northerly
Service Area gap is partly street right-of-way and partly owned by The Irvine Company;
the middle gap does not have an assigned parcel number; and the southerly gap touches
on six different parcels, three of which are owned by City of Irvine, and three are owned
by a property management group. OCWD has indicated that they have no reason not to
include these areas into their official Service Area and recognizes further research would
need to be done prior to submitting an annexation application to OC LAFCO.

The OCWD Act established that the District boundary may not extend beyond the limits
of the Santa Ana River Watershed and all areas within the OCWD must also be included
within the service area of MWD.” Governance is provided by a 10-member Board of
Directors that represent the 10 Divisions of the District. The Cities of Anaheim, Fullerton,
and Santa Ana each appoint one City Councilmember to the OCWD Board and the other
seven Divisions are represented by elected individuals (Figure 3 = OCWD Directorial
Divisions). All directors serve four-year terms. A summary profile of OCWD is provided
in Table 2 - Agency Profile (next page).

7 The City of La Habra is technically within the Santa Ana River Watershed and the OC Groundwater Basin but is not
in OCWD'’s sphere of influence. City of Brea is partly in the SOI. This is because La Habra and Brea’s portion of the
Basin is hydrologically separate from OCWD’s portion and the Cities have managed it as such; specifically, OCWD’s
surface water recharge efforts do not replenish La Habra/Brea’s part of the Basin and instead, groundwater flows
from La Habra/Brea into the OCWD area. The Cities of La Habra and Brea have formed the City of La Habra
Groundwater Sustainability Agency (GSA) and at one time requested to DWR for an internal jurisdictional boundary
modification to remove the cities from the OC Basin and create a new groundwater basin, but DWR has not issued
a decision.
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Table 2: Agency Profile

District Orange County Water District

Website www.ocwd.com

Agency Type Special District

Address 18700 Ward Street, Fountain Valley, CA 92708

Date Formed

Employees (full-time)

Key Services

Service Area

1933
226.5, as of July 1, 2023

Provide potable and non-potable groundwater supply to 13 cities,
five retail water agencies, and one investor-owned water utility
(“19 Groundwater Producers”).

Member Agencies
(“19 Groundwater
Producers”)

Service Area

Sphere of Influence
Land Uses
Population Served
Last MSR Conducted

Governance

Cities of Anaheim, Buena Park, Fountain Valley, Fullerton, Garden
Grove, Huntington Beach, La Palma, Newport Beach, Orange,
Santa Ana, Seal Beach, Tustin, and Westminster

East Orange County Water District, Golden State Water Company,
Irvine Ranch Water District, Mesa Water District, Serrano Water
District, and Yorba Linda Water District

Land Portion: 378 square miles
Ocean Portion: 52 square miles

569 square miles

Residential, commercial, industrial, institutional, and open space
2,387,383 persons, as of January 1, 2023@

February 13, 2013

Local Representation

Board Compensation

Board Meetings

Agency Contact

Ten-member Board of Directors, with each director representing a
Division and elected to a four-year term by voters within their
Division, except for the Cities of Anaheim, Fullerton, and Santa
Ana who appoint a City Councilperson to serve on the Board.

Effective October 2023, Board members are compensated
$330.75 per meeting for up to ten meetings per month. Board
members are eligible for medical, dental, vision, and life insurance
benefits, and participation in 401(a) and 457 plans.

Monthly on the 1%t and 3@ Wednesday at 5:30 p.m. Meetings are
held at the District office and open to the public.

John Kennedy, P.E., General Manager

®  From Center for Demographic Research, California State University, Fullerton.
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CHAPTER THREE | OCWD MUNICIPAL SERVICE REVIEW

3.0 MSR History for OCWD

OC LAFCO has prepared the following past studies and updates for OCWD.

e First Cycle of MSRs: September 2006

o No significant issues were noted during this MSR for OCWD. The Service
Area population was projected by the MSR to grow modestly over the next
20 years and does not appear to have negatively impacted the District’s
service capacity. The District’s infrastructure was adequate to address
future needs including increased water demand from infill development
and annexation of new territory. The District had no identified financial
constraints. The District collaborated and shared facilities for water
resource management.

o Six government structure options were discussed in the 2006 MSR: (1)
maintain the status quo; (2) annexation of lands within Anaheim; (3)
annexation of lands within Irvine Ranch Water District (IRWD); (4)
annexation of lands within Yorba Linda Water District (YLWD); (5) reduce
the SOI to exclude areas that are outside the MWD service area; and, (6)
merge OCWD and MWDOC. The MSR acknowledged that a merger of
OCWD and MWDOC had not been considered in the past due to the
differing missions of the agencies and was "not considered feasible" for
reasons including: “implementing it would take an act of legislation
because it involves changing OCWND's principal act; a merging of these two
agencies would not necessarily achieve great efficiencies in overall
management of water resources in Orange County; and keeping these two
agencies separate maintains an important check and balance system,
preventing one agency from having control over water supply for the entire
County.” Because of the necessary review required into the potential
annexation of the aforementioned areas into OCWD, the SOI update was
delayed. Notably, the 2006 MSR did not include a feasibility study and the
idea for merging OCWD and MWDOC was generated through a
stakeholder group process.

o SOl Update: May 14, 2008

o A SOl update for OCWD was approved in 2008 resulting in several
changes in the District’s SOI. This was a continuance of the 2006
MSR. As a result, the SOI aligned closer to the Santa Ana River
Watershed boundary in the southern part of the District. The Laguna
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Coast Wilderness Park was removed from the SOI since it drains
away from the OC Groundwater Basin and portions of El Toro Water
District were also removed. The SOl was enlarged into the ocean
and finally, portions of the City of Brea were added to the SOI
because in the event surface water or groundwater began to flow
into the OC Groundwater Basin from Brea and the City began
pumping that water, then OCWD might want to annex Brea to
protect water rights within the watershed and manage the OC
Groundwater Basin more effectively.

The areas included in this annexation proposal, however, were
already wholly contained within OCWD’s original 1977 SOI and were
historically designated as “the probable physical boundaries and
service area of” OCWD, according to Gov. Code Section 56076.

Second Cycle of MSR: November 12, 2008

o The Commission reconfirmed the MSR and SOI determinations of OCWD

from the first cycle of MSRs.

Third Cycle of MSR: February 13, 2013
o The Commission reconfirmed the MSR and SOI determinations of OCWD

from the second cycle of MSRs.

On May 14, 2014, OC LAFCO approved the Anaheim/IRWD/YLWD annexations
to OCWD (DA 13-13) that were initially contemplated in the September 2006 MSR.
This annexation increased the Service Area by 23 square miles and increased the
District boundary at that time by 7 percent. OCWD entered into Annexation
Agreements with Anaheim/IRWD/YLWD pursuant to OCWD’s annexation policy.
Development of the Annexation Agreements was collaborative in a facilitated
process with OCWD and the 19 Groundwater Producers. The goal of the
Annexation Agreements is to balance the benefit of extending OCWD oversight
and management to new territory within the OC Groundwater Basin with the
potential financial impacts to other Producers. Several notable components of the
Annexation Agreements are noted below:

(@)

Included within the agreement terms was a 10-year moratorium on any
future annexations by Anaheim, IRWD, and YLWD beginning October
2013, which expired in October 2023.

YLWD and IRWD were both restricted to a BPP of 70 percent regardless
of the rate set annually by OCWD; YLWD for 5 years and IRWD for 10 years.
The IRWD restriction expired in October 2023.
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o Anaheim and IRWD are required to send stipulated quantities of sewage
flows to the Orange County Sanitation District (OC San) treatment facilities
for the following periods: 50 years for Anaheim (2013-2063) and 20 years
for IRWD (2013-2033).

o Payment by Anaheim, IRWD, and YLWD of the annual annexation charge
to OCWD in the amounts of $110,000/year, $395,000/year, and
$290,000/year, respectively. These funds go to the OCWD general fund,
water purchased for basin recharge, and programs to increase recharge.

3.1  Growth and Population Projections

OCWD is a Sponsor of the Center for Demographic Research (CDR) at California State
University, Fullerton. Sponsors of CDR receive demographic data for their applicable
geographic areas, which is especially important for entities like OCWD that do not fully
align with city or county boundaries. Because OCWD does not have land use authority,
it relies on the cities and county within its Service Area to provide CDR accurate, timely,
and thorough data on growth projections. The demographic data provided herein comes
from the CDR 2023 Orange County Progress Report, the U.S. Census Bureau including
American Community Survey and California Department of Finance. OC LAFCO is a
Contributing Partner to CDR and uses their services for OC LAFCO MSR reports.

According to the 2020 Census, the OCWD Service Area includes approximately 2.44
million Orange County residents. Projections by CDR of population, housing, and
employment within the OCWD existing Service Area are shown in Table 3. The Service
Area population is projected to reach a high of approximately 2.55 million residents by
2045, which is an increase of approximately 4.5 percent from 2020.
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Table 3: County and District Growth Projections, 2019-2050

Source: OCP-2022 (Center for Demographic Research, Cal State Fullerton)

2019 2025 2030 2035 2040 2045 2050 el
Change
c +4.2%
8| OCWD | 5441587 | 2,468,968 | 2,505,669 | 2,529,630 [2,545,747 | 2,550,830 | 2,544,170
- +102,583
-
3 +4.1%
&| County | 3196231 | 3,230,474 | 3,287,447 | 3,327,150 |3,345,665 | 3,343,718 | 3,327,124
+130,893
I —
8 oc +17.2%
2 WD 830,225 | 867,141 | 900,711 | 922,873 | 938,187 | 955512 | 973,335
2 +143,110
[72)
=] +16.6%
2| County | 1,124,849 | 1,176,165 | 1,220,390 | 1,252,783 [1,271,438 | 1,290,931 | 1,311,738
+186,889
I —
€ +11.8%
@| OCWD | 1470235 | 1,470,235 | 1,537,772 | 1,574,038 1,603,116 | 1,623,409 | 1,643,092
E +173,757
)
s +11.8%
E| County | 1805476 | 1,843,470 | 1,897,773 1,941,915 (1,976,791 | 1,997,885 | 2,018,954
+213,478

The most recent OCWD Groundwater Management Plan is dated 2015. The District
repurposed the plan in 2017 (and renamed as the “Basin 8-1 Alternative”) to comply with
the Sustainable Groundwater Management Act of 2014 (SGMA). The projected
population estimate used for the Groundwater Water Management Plan/Basin 8-1
Alternative is consistent with what is presented in Table 3, above and states, “Population
within OCWD’s Service Area is expected to increase from approximately the current 2.38
million to 2.54 million by 2035...” (Basin 8-1 Alternative, p. 10-10).

The city with the highest population growth rate during 2022 within all of Orange County
was the City of Brea (2.6 percent), followed by City of Placentia (2.3 percent) and City of
Los Alamitos (2.0 percent) (OCP, p. 189). All three cities are within OCWD’s SOI and
Placentia and Los Alamitos are also within the Service Area.

Since 2006 when the first cycle MSR report for OCWD was prepared, the District has
not observed adverse effects of population growth on its ability to perform services. In
fact, groundwater pumping has declined over this time period, as shown in Table 4,
which is the result of several factors including water conservation efforts during
droughts, and water quality constraints to pumping (e.g., PFAS contamination). Future
groundwater pumping, however, is projected to increase, as shown in Table 4.

29



Municipal Service Review (MSR 22-06) and Sphere of Influence Review (SOI 23-06)
Orange County Water District

Table 4: Groundwater Pumping, 2013-2025

Percentage Change in

Fiscal Year Ending Pump?e:ioilrllnggs\:le;( AF)® Groundwat_er Pumping from
Prior Year
Actual
2013 309,295 -
2014 330,782 6.9%
2015 305,259 -71.7%
2016 277,090 -9.2%
2017 301,637 8.9%
2018® 236,916 -21.5%
2019 303,496 28.1%
2020® 277,195 -8.7%
2021 281,793 1.7%
2022 256,921 -8.8%
2023 245,210 -4.6%
Average Annual Percentage Change in Groundwater 1.5%
Pumping
Projected® |
2024 280,000 14.2%
2025 292,000 4.3%

Source: Table 1: Historical Groundwater Production Within OCWD, 2021-2022 Engineer’s Report. Values
exclude In-Lieu Program water, MWD Groundwater Storage Program extractions, and any groundwater
used for the Talbert Barrier.

(a) For non-irrigation and irrigation uses, where irrigation is for agricultural, horticultural, or floricultural crops
and for pasture grown for commercial purposes.

(b) In-Lieu Program water supplies were available and used to decrease groundwater pumping in FY 2017-
2018 and FY 2019-2020.

(c) Source: Table 5: Water Demands Within OCWD, 2022-2023 Engineer’s Report. Projected assuming
average hydrology. Includes BEA-exempt groundwater pumped pursuant to Section 38.1 of the OCWD Act.
However, that volume is not included in calculations of a projected BPP.

AF = acre-feet.

OCWD’s In-Lieu Program brings additional treated imported water supplies via MWDOC
(when they are available for purchase) for Producers to use. Producers are asked to turn
off their wells and take imported treated water in lieu of pumping groundwater. OCWD
will pay the 19 Groundwater Producers the incremental additional cost of taking
imported water versus groundwater to make the cost of this water equivalent to
groundwater (2015 OCWD Groundwater Management Plan (GMP), p. 5-11). This supply
source is not available consistently, as noted in Table 4 (i.e., available in FY 2017-2018
and FY 2019-2020).

The source of water for the In-Lieu Program is different than supplemental replenishment

water available for purchase from MWD via MWDOC. There are several types of water
available from MWD: treated (potable) or untreated (non-potable), and uninterruptible or
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interruptible. Interruptible water can be shut-off, hence why it is cheaper than
uninterruptible water which is not subject to being shut-off. Uninterruptible treated or
untreated water is also known as “full-service” water that can be used for domestic and
municipal uses and OCWD uses it for groundwater recharge. Interruptible in-lieu water
from MWD is generally no longer available unless it is provided under the terms of a
Cyclic Program agreement.®

MWDOC charges an annual capacity charge from OCWD (in addition to all other member
agencies) that is based on the rate of MWD imported water used between May 1 and
September 30 of each year. There is no minimum amount that must be purchased. The
capacity charge is paid over the following three years. If no imported water from MWDOC
is used during this five-month period, then no capacity charge is applied. OCWD’s
purchases of imported water through MWDOC for replenishment of the Basin are shown
in Chart 1. In-Lieu Water, which is also imported water from MWDOC, is identified in the
years it was available.

Chart 1 - OCWD Imported Water Purchases, 1949-2023 (acre-feet)

250,000

H In-Lieu Imported Water

Imported Water

200,000

150,000

100,000

8 Cyclic Program agreements are between MWD and member agencies for groundwater or surface water storage
or pre-deliveries within MWD’s service area. (MWD, FY 24-25 Rate Structure Administrative Procedures Handbook,
p. 8, located at https://www.mwdh2o0.com/media/gzboneuu/fy24-25-rate-structure-administrative-procedures-
handbook.pdf)
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Some Producers meet 100 percent or more of their annual water demands from
groundwater, while others pump well below the BPP with much smaller demand for
groundwater, so it is difficult to correlate the demand for groundwater supplies from the
whole OCWD Service Area with changes in the population. What can be certain is that
groundwater pumping has and will continue to vary from year to year, as shown in
Table 4. Because the population of the District is expected to increase (Table 3),
Producer’s demand for groundwater supplies will assumably increase, on the whole.

Given that OCWD has consistently indicated in past MSR and SOl Updates that
population growth is expected to have minimal effect, if any, on the ability to provide
water service, the reader may question the District’s investment of over $900 million to
expand the treatment capacity of the District’s Ground Water Replenishment System
(GWRS) in order to put more local, recycled water back into the basin if increased
demands are not expected; or why there is investment in capturing more water at Prado
Dam using the new Forecast-Informed Reservoir Operations (FIRO) management
strategy. OCWD has indicated these projects are not to address future growth per se,
but to increase the District’s ability to capture more local water for the 19 Groundwater
Producers and increase the BPP for the existing customer base so that less imported
water, which is more expensive than groundwater and less reliable, has to be brought
into the Basin to meet water demands. For example, the District estimates in WY 2024-
2025 the estimated cost for one AF of groundwater from the Basin is $1,009 compared
to the estimated cost of treated, uninterruptible supplemental water is $1,380 per AF
(OCWD 2024, p. 25). OCWD passes on cost-savings to the 19 Groundwater Producers
in the form of a reduced RA when less imported water has to be purchased by the
District.

The OCWD Act does not dictate the amount of water that can be pumped from the OC
Groundwater Basin. But OCWD attempts to influence pumping rates in the Basin
primarily through how it sets the Basin Production Percentage (BPP) for Producers each
year. The BPP is defined in the OCWD Act as, “...the ratio that all water to be produced
from groundwater supplies within the district bears to all water to be produced by
persons and operators within the district from supplemental sources as well as from
groundwater within the district.” The origin of the BPP begins with attempts by the
District in the 1960s to mitigate low groundwater levels that had caused shifts in the
aquifer and land subsidence resulting in seawater intrusion. Even as groundwater levels
recovered, the seawater continued to flow inland and new communities like Fountain
Valley were likely to return to swamp land if groundwater continued to rise. The BPP and
Basin Equity Assessment (BEA) were then established to influence the quantities of
groundwater pumping throughout the Basin (OCWD 2014, p. 29).
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All groundwater pumping pays the Replenishment Assessment (RA) which is currently
$344/af for FY2024-25. Non-agricultural groundwater pumping (such as occurs by the
19 Producers) also pays what is called the Additional Replenishment Assessment (ARA)
which is also set at $344/af for FY2024-25. So the total combined assessment paid by
the 19 Producers is $688/af while an agricultural groundwater user only pays $344/af.
For convenience in this report the combined assessment paid by the 19 groundwater
producers will be referred to as the RA.

The BPP is established each April by the OCWD Board of Directors and goes into effect
each July for all Producers that use more than 25 AF per WY. For example, if the BPP is
set at 75 percent, then the Producers can pump 75 percent of their water demand from
the OC Groundwater Basin and only pay the RA. Calculating the BPP involves evaluating
groundwater storage conditions, availability of recharge water supplies, and basin
management objectives in order to divide projected groundwater supplies by projected
total water demands to get the BPP. OCWD’s stated goal is to set the BPP as high as
possible to allow Groundwater Producers to sustainably maximize pumping and reduce
their overall water supply cost by avoiding the purchase of imported water supplies that
are more expensive (Basin 8-1 Alternative, p. 10-7).

Groundwater pumping less than or equal to the BPP is charged the RA, and pumping
more than the BPP is charged the RA plus the Basin Equity Assessment (BEA), which
can be increased as needed by OCWD to further disincentivize pumping. Agricultural
pumpers pay 50 percent of the RA rate.

The origin of the RA was to ensure everyone paid alike based on the amount of water
pumped, regardless of when they started pumping (i.e., no special protections or
reservations for newcomers). “Beginning in 1954, each pumper was required to register
the city’s well(s) with OCWD, maintain records of the amount withdrawn during the year,
report that figure, and pay a tax (the RA) in proportion to the amount of water used”
(OCWD 2014, p. 27). Furthermore, because the RA is calculated on how much was
pumped the prior year and the costs to replenish it, the Producers are incentivized to
consider how their efforts affect the groundwater supply.

In addition to the BPP, pumping rates in the Basin are influenced by the cost of the RA
and keeping it less than the cost of an AF of treated, imported water. The BPP fluctuates
periodically, as shown in Chart 2. The red line in Chart 2 is the assigned BPP established
by OCWD each year and the columns represent the actual BPP achieved by the
Producers (i.e., the percentage of their total water demands met with Basin
groundwater). The columns combine the percentage of total water demand met with
groundwater supplies plus the percentage of total water demand met with In-Lieu
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Program water (i.e., In-Lieu Program water is when wells are turned off and imported
water used instead). For example, during WY 2022-2023, OCWD increased the assigned
BPP from 77 to 85 percent, but less pumping was realized with an actual BPP of 73.3
percent.. This graph shows when Groundwater Producers collectively pump more than
or less than the assigned BPP .

Chart 2 - OCWD Assigned and Actual Basin Pumping Percentage, WY 2001-2023
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Excerpt from_2022-2023 Engineer’s Report, p. 7.

As shown in Chart 2, in WY 2020-2021, 2021-2022, and 2022-2023 the actual water
demand met with groundwater supplies was less than the BPP (or the assigned
allowable amount of groundwater that could have been produced without incurring BEA).
The years when In-Lieu water (imported water) was available and utilized are the same
in Charts 1 and 2.

Although the OCWD Service Area and SOI have not reached the anticipated buildout,
the District does not expect significant population growth for the foreseeable future
based on population projections prepared by CDR as shown in Table 3. Furthermore,
the District intends to match growth with effective water conservation efforts.

OCWD prepares an annual forecast of water demands in its Engineer’s Report using
population projections provided by CDR and each Producers’ projections of total water
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demands. According to the 2022-2023 Engineer’s Report, total water demands® may
increase by 22.5 percent from 351,719 AF in WY 2022-2023 to 431,000 acre-feet per
year (AFY) by 2050, an increase of approximately 79,281 AFY, or about 2,900 AF every
year for 27 years. This is reflected in Chart 3. The 2050 projection includes future water
conservation (reduction in water demand). As shown in Chart 3, the projected total water
demand in 2050 is less than the total water demand of WY 2000-2001. OCWD staff
believes these projections are high and is jointly working with the Municipal Water
District of Orange County to prepare updated future water demand estimates.

Chart 3- OCWD Water Demands and Projections, WY 2001-2050
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Excerpted graph from 2022-2023 Engineer’s Report (page 21).

Meeting future water demands will not be met by groundwater supplies alone and will
require a combination of water supply sources plus demand management
(conservation). This may be why OCWD does not separate water supply projections by
supply source because it is the totality of the supply and the ability to switch from one
source to another that will meet water demands.

Water demands within OCWD Service Area are expected to be met over the planning
horizon of this MSR analysis including the future increase in population, given the
following factors: (1) the District’s collaboration with CDR to proactively monitor

% Total water demands include the use of groundwater, MWD In-Lieu Program water, supplemental sources
(imported water and Santiago Creek native water), and recycled water (which is not included within supplemental
sources if originating from within the Santa Ana River watershed). Groundwater, supplemental water, and recycled
water that is used by OCWD for groundwater recharge is excluded from total water demands.
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demographic changes in the Service Area and in particular, population growth; (2)
District projections accounting for future growth in each Producer’s Service Area; and
(3) the District’s demonstrated ability to meet water demands in the past that were higher
than current water demands.

3.2 Disadvantaged Unincorporated Communities (DUC)

The CKH Act defines a disadvantaged unincorporated community (DUC) as, “inhabited
territory, as defined by Gov. Code Section 56046, or as determined by commission
policy, that constitutes all or a portion of a “disadvantaged community” as defined by
Section 79505.5 of the Water Code.” The term, “inhabited territory” in Gov. Code Section
56046 means territory within which there resides 12 or more registered voters.
“Disadvantaged Community” in Water Code Section 79505.5 is defined as “a community
with an annual median household income that is less than 80 percent of the statewide
annual median household income.”

Senate Bill 244 (Wolk; effective January 1, 2012) imposed several new requirements with
regard to DUCs. The Legislature found DUCs lack access to basic infrastructure,
including but not limited to streets, sidewalks, storm drainage, clean drinking water, and
adequate sewer service. The purpose of the new requirements was to include DUCs in
the scope of MSR and SOl updates prepared by each LAFCO in order to avoid a situation
where an agency might exclude a DUC from a future annexation or provision of key
services, such as water and sewer. The CKH Act requires an MSR to include
determinations regarding the present and probable need for public facilities or services
related to water in any DUC that is within the existing OCWD sphere of influence.

There are approximately 125 square miles of unincorporated county land within OCWD’s
SOl. In addition, there are disadvantaged communities identified based on American
Community Survey five-year estimates at the census block level. According to CDR, the
most recently measured statewide annual median household income is $84,097, 80
percent of which is $67,277.60. When the two datasets are combined, there are 11 DUCs
within OCWD’s Service Area that meet these criteria totaling 0.85 square mile (541
acres), as shown on Figure 4 — Disadvantaged Unincorporated Communities. This is
an increase in the number of DUCs from prior years.

The characteristics of each DUC are described below:

1. City of Anaheim Sphere of Influence

There are four neighborhoods that qualify as DUCs that are collectively referred to as the
“Southwest Anaheim DUC.” The DUCs total 192 acres and are generally located north of
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Katella Avenue, west of Brookhurst Street, east of Magnolia Street, and south of Lincoln
Avenue.

Although located outside of the City limits, water service and sewer service are provided by
the City of Anaheim (Anaheim 2020 UWMP, p. 3-5). Solid waste disposal service for the
DUCs is provided by the City through a contract with Republic Waste Services.

2. City of Stanton Sphere of Influence

There are two DUCs in the City of Stanton’s Sphere of Influence; the first is 27 acres located
at the northwest corner of Katella Avenue and Magnolia Street (“Mac/Syracuse DUC”), and
the second is 34 acres located northeast of the intersection of Dale Avenue and Chapman
Avenue (“Dale/Augusta DUC”).

Water service to Mac/Syracuse DUC is provided by Golden State Water Company, which
also serves the City of Stanton (Garden Grove 2020 UWMP, p. 3-3). Water service to
Dale/Augusta DUC is provided by a combination of the City of Garden Grove and Hynes
Estates Mutual Water Company.

The Garden Grove Sanitary District provides wastewater services and Republic Waste
Services provides solid waste disposal services to both DUCs (OCLAFCO 2023, p. 54).

3. City of Westminster Sphere of Influence

There are five DUCs in the City of Westminster Sphere of Influence and they collectively total
288 acres. Three DUCs are located east of State Route 39 (Beach Blvd.) and south of
Westminster Boulevard, which are identified as the “Bolsa/Midway DUC.” The remaining
two DUCs are located south of Bolsa Avenue, north of McFadden Avenue, west of State
Route 39, and are referred to as “Bolsa/Pacific DUC” and “Bolsa/McFadden DUC” (Figure
4).

Water service to Bolsa/Midway DUC is provided by a combination of the City of Westminster,
Midway City Mutual Water Company, Eastside Water Association, and South Midway City
Mutual Water Company. Water service to Bolsa/Pacific DUC and Bolsa/McFadden DUC is
provided by the City of Westminster.

The Midway City Sanitary District provides sewer and solid waste collection services to all
five DUCs and most other services are provided to the DUCs by the County (OCLAFCO 2023,
p. 54).
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All of the DUCs identified herein are within OCWD Division 1 (Figure 3) and within the
water service boundaries of their respective retail water suppliers. The City of Anaheim,
Golden State Water Company, and City of Westminster are three of the 19 Groundwater
Producers of OCWD. In addition, four private mutual water companies also serve
portions of the DUCs in the spheres of influence for Stanton and Westminster (Figure 4):
Hynes Estates Mutual Water Company, Midway City Mutual Water Company, Eastside
Water Association, and South Midway City Mutual Water Company. OCWD identifies
these water suppliers as “active small producers” and each pumped more than 25 AF of
water from the Basin in WY 2022-2023. According to OCWD’s Monitoring Program
records, these four small producers have active production wells that are monitored by
OCWD for Title 22 (water quality) compliance (2015 OCWD Groundwater Management
Plan, Appendix E)."® OCWD also collects pumping records from small producers every
6 months to account for their pumping from the Basin.

Keeping up with changing regulations and aging infrastructure can be very challenging
for small mutual water companies. The State Water Resources Control Board has
funding and technical assistance available for mutual water companies ready to
consolidate with a neighboring public water supplier. It is not the task of this study to
assess whether any small water producers in OCWD’s SOI are having deficiencies in
their provision of potable water to their customers. The provision of water service to
customers in the DUC areas (i.e., water mains, laterals, and meters) is the responsibility
of their respective retail water suppliers. However, the monitoring, record-keeping, and
water testing efforts the District is providing to these small producers are services that
benefit their customers’ ability to have water and, in turn, is part of the Basin
management OCWD must perform to meet its charge. Nothing in the OCWD Act appears
to limit the District’s ability to assist public or private water suppliers within its
jurisdiction, including those in disadvantaged communities. Because OCWD monitors
the water quality of the wells and accounts for the water pumped by both large and small
producers, including those within the DUCs when making its water demand and water
supply projections, and the District recharges the Basin for large and small producers to
access regardless of where DUCs exist, OCWD is meeting its responsibility for the
present and probable needs of potable water services for the DUCs. Nonetheless, it is
recommended that OCWD make available to some reasonable degree its extensive
technical resources when requested by mutual water companies that serve a DUC and
need help to navigate funding opportunities for system improvements.

10 Title 22 of the California Code of Regulations refers to Environmental Health regulations and contains the
standards for water reclamation.
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3.3 Capacity and Adequacy of Public Facilities and Services

OCWD is tasked with providing the public service of sustainably managing the Basin as
a water supply source for the groundwater producers within its Service Area. The Basin
covers approximately 350 square miles in north and central Orange County and extends
4,000 feet at its deepest point (Basin 8-1 Alternative, p. 2-3). There are three major
aquifer systems in the OC Groundwater Basin. They are referred to as Shallow Aquifer
(closest to the surface), Principal Aquifer, and Deep Aquifer (farthest from the surface).

Over 90 percent of groundwater pumping occurs from wells that are pumping from the
Principal Aquifer at depths between 200 and 1,300 feet. The Deep Aquifer system
extends up to 4,000 feet below ground surface. Natural organic material from ancient,
buried plants and wood gives the water in the Deep Aquifer an amber tint and a sulfur
odor. The depth and presence of amber colored groundwater in some coastal areas
hinders pumping from the Deep Aquifer system. (Basin 8-1 Alternative, p. 2-3) Although
this water is of high quality, its color and odor produce negative aesthetic qualities that
require treatment before use as drinking water. (ibid, p. 11-7) Mesa Water District and
IRWD have water treatment facilities to treat amber-colored groundwater (ibid, p. 11-8).

The volume of water in the Basin when it is full is estimated by OCWD staff at
approximately 66 million AF (ibid, p. 10-1); however, up to 500,000 AF is considered
available water in storage. OCWD’s current policy of maintaining a groundwater storage
level of up to 500,000 AF below full was established based on completion of a
comprehensive hydrogeological study of the Basin in 2007 (ibid, p. 10-2)."" OCWD
determined that pumping more than 500,000 AF for more than an emergency, short-
term instance, would incrementally result in undesirable effects such as seawater
intrusion, land subsidence, increased pumping costs, and higher potential for upwelling
of amber-colored groundwater from the Deep Aquifer (ibid, p. 10-1).

Seawater intrusion has been well-documented along coastal Orange County since the
early 1900s. OCWD has operated two seawater barriers using injection wells to control
seawater intrusion since 1965 and 1975, respectively. The current extent of intrusion
and locations of the barriers are shown in Figure 5 — Areas of Seawater Intrusion. As
the groundwater drops and the amount of freshwater stored in the Basin decreases, the
hydraulic force pulling seawater intrusion into the Basin worsens.

11 Orange County Water District, Report on Evaluation of Orange County Groundwater Basin Storage and
Operational Strategy, February 2007.
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The seawater barriers were designed to control seawater intrusion with the Basin storage
staying within the 500,000 AF range, so pumping beyond that may allow seawater
intrusion to move inland beyond the barriers. Brackish groundwater (fresh water and
seawater combined) flowing inland can render drinking water wells inoperable without
expensive treatment using reverse osmosis. The longer the Basin storage were to
remain overdrafted (or, drawn down) more than 500,000 AF, the farther inland and
extensive the intrusion would be. In other words, a one- to two-year period beyond
500,000 AF may cause little to no irreversible groundwater quality degradation, while
periods beyond five years could cause long-term salinity degradation. (PC(1))

With regard to land subsidence, the Basin is composed of sedimentary deposits of
permeable sands and gravels interlayered with low-permeability clays and silts. Land
subsidence occurs when groundwater levels decrease such that the reduced water pore
pressure in the clays and silts causes them to compact under the weight of sediment
above them. Over time, this sediment compaction leads to ground surface sinking or
land subsidence. Significant land subsidence, like that documented in California’s
Central Valley, can damage infrastructure (e.g., transportation, buildings, flood control
channels, water and sewer lines, etc.). Because of the extensive subsurface clays and
silts, the Basin has the characteristics to be susceptible to land subsidence. This
susceptibility has been confirmed by studies in the last 20 years using satellites and
ground-based sensors that show the ground surface in areas including Santa Ana have
subsided and then rebounded in correlation with groundwater levels. Figure 6 — Areas
Showing Land Movement Potential shows the areas that have shown the greatest
tendency for ground surface changes, which have been on the order of +1 inch over the
last eight years. Like seawater intrusion, the severity and irreversibility of land
subsidence increases the longer the Basin storage remains beyond 500,000 AF of
overdraft. Because OCWD’s management of the Basin has kept groundwater levels
within an established historical range, there has been no documented long-term land
subsidence. One key consideration of land subsidence is that once it is triggered by a
sustained groundwater storage reduction (several years or longer), it can continue even
after the groundwater storage has recovered. (PC(1))
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In addition to seawater intrusion and land subsidence, groundwater storage reductions
beyond 500,000 AF would reduce the pumping capacity of wells. This is because as
groundwater levels drop, the pump intakes inside the wells can be left too shallow or out
of the water. Many wells in the basin already have their pump intakes set at their lowest
depth. The result of, say, a 100-foot drop in groundwater levels at a well is a loss in its
pumping capacity of potentially hundreds of gallons per minute or, alternatively, to
construct a deeper well for a cost of $5 million to $10 million. In most cases, there is no
cost-effective way to “deepen” an existing production well without significantly reducing
its diameter and, hence, its pumping capacity. (PC(1))

Upwelling of deep groundwater is another potential result of drawing down the Basin by
more than 500,000 AF. Groundwater from the Basin’s deepest depths could bring water
that, although technically potable, looks and smells unappealing and more importantly
requires expensive nano-filtration membranes to remove the color and smell. OCWD
has modeled the effects of pumping up to 700,000 AF from the Basin and based on the
results determined this amount of pumping is considered acceptable only in an extreme
emergency (Basin 8-1 Alternative, p. 10-1).

OCWD has many facilities to facilitate surface water diversions and groundwater
recharge, reclamation and recharge of wastewater, and monitoring of groundwater

elevations and water quality, as summarized in Table 5:

Table 5: OCWD Assets and Capacity

OCWD Asset Purpose Capacity
OCWD Fountain Valley Headquarters Office space, parking, equipment
e OCWD owns all the land storage

including under the OCWD and
MWDOC buildings “Office
Facilities”).

e OCWD owns about 66% of the n/a
Joint Office Facilities and
MWDOC owns about 33%.

e OCWD leases 50% of the land
under the Office Facilities to
MWDOC.

Ground Water Replenishment System Treat recycled water* from OC Santo | Capacity: 130 MGD
e Advanced Purification Facility** drinking water standards that is then | (134,000 AFY)
« Pipeline used for groundwater recharge.
Actual WY 21-22: 82.7
MGD
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OCWD Asset

Santa Ana River Field Headquarters
(Anaheim)
e Recharge Basins®
e > 25 facilities covering > 1,000
wetted acres

Purpose

OCWD staff field office in close
proximity to the recharge basins in
Anaheim and Orange.

Capacity
Maximum storage

capacity: 26,000 AF®

Average annual recharge:
250,000 AF

Green Acres Project (GAP) Title 22
Reclamation
e Since 1991
e 37 miles of OCWD distribution
pipelines, 2 pump stations, 2
reservoirs, and intertie to IRWD
e 107 active meters

Take secondary treated wastewater
from OC San, provide additional
(tertiary) treatment such that recycled
water* is available for retail agencies
for 100 different sites that use it for
landscape irrigation, industrial use,
toilet flushing and power generation
cooling.

Capacity: 7.5 MGD

(Current demand is ~3.4
MGD or 3,827 AF for WY
21-22)

Talbert Seawater Intrusion Barrier
e Since 1975
e Supplied by Supplemental
Water® and GWRS
e 36 injection wells

A line of groundwater injection wells to
create a hydraulic barrier using
recycled water that has been treated
to drinking water standards (or treated
imported water) against seawater
moving inland between Huntington
Beach Mesa and Newport Beach
Mesa along Ellis Avenue. Can also be
used for basin recharge.

Supplemental Water:
12,500 gallons (14 AF) in
WY 21-22

Recycled Water: 23,980
AF

Alamitos Barrier Project
e Since 1964
e 43 injection wells and 177
monitoring wells
e Supplied by GWRS and WRP
e O&M with Los Angeles Dept. of
Public Works

A line of jointly owned groundwater
injection wells to create a hydraulic
barrier along the Los Angeles
County/Orange County boundary
using recycled water that has been
treated to drinking water standards (or
treated imported water) against
seawater moving inland between
Bixby Ranch Hill and Landing Hill.

WRD has 8 MGD design
capacity; but pumping
closer to 3 MGD. WRD
supplied 1,475.9 AF in
WY 21-22.

GWRS: 1,228.1 AF in WY
21-22

Philip L. Anthony Water Quality
Laboratory
e Analysis of 1,500 OCWD sites

and > 200 drinking water wells for

local water providers.

e 31 chemists and technicians, 12

water quality monitoring
personnel

Federally accredited and state-
certified public agency laboratory for
water quality testing for OCWD’s
monitoring sites, as well as Producers.

>400,000 analyses45
approx. 20,000 water
samples each year
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OCWD Asset

Prado Basin

e Working with the USACE since
1960s; monitoring wetlands since
1998

e Approx. half of the non-storm
flows of the Santa Ana River
diverted through wetland ponds

e Arundo donax removal, native
plantings, least Bell’s vireo
population rebound

e Sediment removal behind dam

Purpose

The wetlands behind Prado Dam in
Riverside County are designed to
remove nitrogen and other chemicals
from the Santa Ana River (both storm
flows and a diverted segment of non-
storm flows) to improve water quality
before the river enters Orange County
and diverted into OCWD’s recharge
basins.

Capacity

Owns 2,400 acres behind
Prado Dam and 6-mile
stretch of Santa Ana
River

Wetlands on 465 acres
remove 15 to 40 tons of
nitrates per month

Minimum 42,000 AFY of
river water to Orange
County®

Non-barrier wells (monitoring wells)
e Approx. 400 wells

Critical to understanding what is
happening beneath the ground and
how much is being extracted, OCWD
gathers groundwater data from its
own wells located throughout its
Service Area and combines that with
data from Producer’s monitoring wells.

Rolling Stock

Vehicles and equipment used by
OCWD staff to access sites and
provide maintenance of facilities.

Notes: IRWD = Irvine Ranch Water District; AFY = acre feet per year; MGD = million gallons per day; WY 21-22 = Water
Year 2021-2022 (July 1 to June 30); USACE = U.S. Army Corps of Engineers.
*Recycled (or, reclaimed) water means raw sewage (wastewater) that has been treated to meet California’s Title 22

guidelines so that the water can be reused for direct beneficial (but not potable) use. Typically, this means a tertiary level of

treatment.

**Advanced treatment means tertiary-treated recycled water that is then purified further using methods like microfiltration,
reverse osmosis, and ultraviolet (UV) light with hydrogen peroxide or chlorine. Typically produces water that meets drinking
water standards, although still referred to as “recycled water” or “effluent.”
(a) Refer to Table 5-3 of GMP 2015. Four basins are not owned by OCWD.
(b) Maximum storage capacity is typically not achieved because of need to reserve buffer space. (GMP 2015)

(c) Water Replenishment District of Southern California (WRD), serving southern Los Angeles County.

(d) Supplemental Water typically includes imported deliveries from MWD (i.e., Colorado River or State Water Project),
diversions from Irvine Lake/Santiago Reservoir (i.e., Santiago Creek), non-local waters, and deliveries from water exchanges

within the Santa Ana River Watershed.

(e) One of the results of OCWD v. City of Chino, et al., Case no. 117628 — County of Orange, is at least 42,000 AF of Santa
Ana River baseflow shall be delivered to Orange County, and OCWD gained the rights to all storm flows reaching Prado
Dam. Parties to the judgment include Western Municipal Water District, San Bernardino Valley Municipal Water District, and

Inland Empire Utilities Agency.

The term, “capacity” for OCWD speaks to the ability to recharge the Basin and offset
groundwater pumping. OCWD manages the Basin like a reservoir; at 100 percent full,
overdraft is zero. The “reservoir” can be drawn down by no more than 500,000 AF, or
when overdraft is 100 percent. In wet years, the reservoir refills and in dry years, it

typically draws down.

Indeed, the District is not required to keep the basin at 100

percent full but rather manages it in a constant fluctuating state of overdraft, roughly
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between -150,000 AF to -200,000 AF (or, 60 to 70 percent full) that reflects how much
rain fell and constraints on well production (e.g., pollutants in groundwater). OCWD uses
the term, “accumulated overdraft” to represent the volume of empty basin storage that
is available to fill with groundwater (BSU, p. 1), which is shown as 189,000 AF in Chart
4. The increase of water in the Basin as of June 2023 comes after two years of decline
and ended up being more recharge than originally projected due to higher than expected
rainy seasons.

Chart 4 - OCWD Basin Overdraft, WY 1980-2023

0
50,000 - June 2023 = 189,000 AF
£ 100000 Dewatered
o :
G 200,000
;m' 250,000
_E 300,000
¢ 350,000
O 400000 Groundwater
450,000
500,000
¥ o @ IS8, = ~ o @ @ - —
(v &) o oo ) ()] L] L] L] A = o
(=) (8)] (8] (8] ()] [ ] L] L] [ ] = L]
= -— =~ = -— o (] d o o o
Water Year

Excerpt from 2022-2023 Engineer’s Report, page 11. Unpublished data provided by OCWD indicates the
accumulated overdraft is 133,000 AF as of June 2024.

The reasons OCWD maintains this overdraft “sweet-spot” of -150,000 AF to -200,000
AF are: 1) to reserve space for rainfall events; 2) maintain a reservoir of about 300,000
AF of supply; and 3) minimizes water loss to Los Angeles’ side of the basin (the Los
Angeles side of the basin is kept in a deeper state of overdraft than the Orange County
side).

Chart 5 (on page 47) graphs the recorded RA from 1989 to 2024. The RA has steadily
increased from a low of $42/AF in 1989 to $624/AF in WY 2023-2024. Years in which the
RA increased substantially include 1993 (following four years of drought), 1995, 2004,
2005, 2006, 2017 (following five years of drought), and 2024. The primary reasons for
the RA increases include: (1) the amount of Santa Ana River base flows coming to OCWD
have decreased from a high of over 150,000 afy in 1999 to the current amount of
approximately 80,000 afy; (2) to provide funding for the Groundwater Replenishment
System (GWRS); and (3) to provide funding to construct PFAS treatment systems.
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Years marked with an asterisk (*) are drought years when groundwater pumping tends
to increase because of a decrease in surface and imported water supplies. However,
Chart 5 suggests drought years may not be a decisive factor in groundwater pumping
trends (i.e., there is not a steady increase during multiple-dry year periods). This reflects
the effect of water conservation measures and other demand management strategies.

RA fees are shown with annual volume of recorded groundwater pumping, which ranges
from a low of 228,159 AF in 2006 to a high of 366,185 AF just two years later in 2008.
The linear trendline shows an average decline in pumping overall during the time period.
The RA is not a significant factor in decreasing groundwater pumping. For example, the
RA increased 35 percent between 1994 and 1995 and groundwater pumping increased
nonetheless during and following the increase through 1997.

The current primary constraint for OCWD on groundwater use is water quality, especially
concentrations of PFAS compounds, which has resulted in wells being turned off until
additional treatment can be added to the system. The decline in pumping after the PFAS
regulations took effect in 2019 reflects this (a decrease of approximately 22 percent).
Because the rate for MWD water is currently about $1,300 per AF, the RA could be
increased by OCWD significantly without jeopardizing financial stability.
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Chart 5 - Groundwater Pumping and Replenishment Assessment Since 1989
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The OCWD Act defines the term “overdraft” differently than a traditional definition. A
hydrologist might define overdraft as: “Overdraft occurs when, over a period of years,
more water is pumped from a groundwater basin than is replaced from all sources- such
as rainfall, irrigation water streams fed by mountain runoff, and intentional recharge”
(Water Education Foundation). The OCWD Act defines overdraft in terms of natural
replenishment only: “the amount, determined by the board of directors, by which the
production of water from the groundwater supplies within said district during the WY
[July 1 to June 30] exceeds the natural replenishment of such groundwater supplies in
such WY.” In other words, the overdraft occurs when the volume pumped is greater than
the volume recharged naturally through rainfall, the Santa Ana River, Santiago Creek
flows, and natural infiltration of surface waters (regardless of how much is recharged
from recycled water or supplemental water).

Are OCWD’s facilities sufficient to recharge the groundwater basin?

WY 22-23 is the most recent data available to address this question. First, the total water
supply into the basin was 313,555 AF and the amount pumped from the basin was
245,210 AF (OCWD 2024, Appendix 5). This is a difference of about +69,000 AF and
represents the amount added to the Basin over the year, which reduced the overdraft to
-189,000 AF. In short, more water was put into the Basin then was pulled out. This is
mostly attributable to the rainfall for the year being 21.12 inches, or 158 percent of the
long-term average (i.e., a “wet year”); compared to the prior year, WY 21-22, which had
about half of the average rainfall, or 6.84 inches and a net decrease of 10,000 AF.

On the other hand, the BPP for WY 22-23 was increased in February 2023 from 77
percent to 85 percent by the OCWD Board of Directors. This means the groundwater
producers could pump up to 85 percent of their total water demands from the Basin and
only pay the RA. However, in WY 22-23, groundwater producers ended up producing
just 73.3 percent of their water demands from the Basin with the decreased pumping
attributable to PFAS concentrations in certain wells. Producers also did not meet the 77
percent BPP for the prior WY. Because less pumping occurred than assigned by the
BPP in WY 22-23, the Basin had a net increase of 69,000 AF and ended up in the “sweet
spot” between -150,000 AF and -200,000 AF (i.e., -189,000 AF) in the Basin.

As noted in Table 5, OCWD has a network of 25 recharge basins (not including seawater
barriers) that have a maximum recharge ability (if all are completely empty at the same
time) of 300,000 AFY (PC(2)). OCWD has water rights to the Santa Ana River flows below
Prado Dam totaling 362,000 AFY and an additional 49,980 AFY was requested in 2023
based on completed projects to capture the flows. In addition, the District’'s GWRS
produced 101,950 AF in WY 22-23 and still operating less than its maximum capacity of
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130 mgd. Based on the results of the water supplies acquired and recharge that occurred
in WY 22-23, it can be reasonably concluded that the OCWD facilities have sufficient
capacity to recharge the Basin.

Does a net decline in groundwater supply indicate inability to provide service?

Regardless of how many recharge facilities one agency may have, if the rain does not
materialize in Orange County (lower Santa Ana River Watershed), or the Inland Empire
(upper Santa Ana River Watershed), Northern California, or Colorado River Watershed,
then water supplies for recharge are inherently limited. For example, WY 21-22 yielded
6.84 inches or roughly half the annual average rainfall for the OCWD Service Area (12.9
inches), and the prior year had even less. However, the Basin still had a little more than
200,000 AF in storage at the end of WY 21-22.

In addition to having below-average
rainfall in WY 21-22, OCWD'’s ability to
provide its service is constrained

PFAS
The acronym, PFAS represents thousands of

currently due to the presence of PFAS
chemicals in the Basin. Concentrations
of PFAS chemicals higher than the
State response levels have resulted in
many wells being turned off in WY 21-
22 until additional treatment can be

brought online that reduces the
concentration of PFAS enough to meet
State response levels. Fortunately,

effective removal of PFAS from water
supplies can be done with tried-and-

man-made chemicals used to make
fluoropolymer coatings and products that resist
heat, oil, stains, grease, and water. Scientists are
still learning how to test for them and their
effects on humans and the environment. PFAS
are found worldwide and do not easily break
down. Regulations in California are evolving as
more is learned.
(https://www.epa.qov/pfas/pfas-explained)

true treatment methods including carbon filters, reverse osmosis, and ion exchange.
While wells are turned off waiting for treatment systems, the 19 Groundwater Producers
relied on the combined effect of conservation and imported water to continue meeting
customer demands. The projected and actual water supplies and water demands for WY
21-22 are shown in Charts 5 and 6, on the following page.
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Chart 6 - OCWD Projected Water Budget for WY 22-23

Average Rain ~13 in.

0% 4%

m Supply: SAR Base and Storm Flow Recharge (127,000 AF)

= Supply: Incidental Recharge (56,000 AF)

» Supply: GWRS (Forebay, Barrier, and Mid-Basin) (110,000 AF)
Supply: MWD Replenishment Water Purchases (22,000 AF)

= Supply: Other (Alamitos Barrier, Talbert OC-44) (3,000 AF)

» Demand: Total Basin Pumping @ 77% BPP (-295,000 AF)

Source: OCWD Board of Directors, Basin Storage Update for WY 2022-23, Sept. 13, 2023.

Chart 7 - OCWD Actual Water Budget for WY 22-23

| Actual Rain 25.7 in.

30%

AWV

-44%
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m Supply: SAR Base and Storm Flow Recharge (168,400 AF)

m Supply: Incidental Recharge (24,700 AF)

m Supply: GWRS (Forebay, Barrier, and Mid-Basin) (101,,900 AF)
Supply: MWD Replenishment Water Purchases (16,900 AF)

m Supply: Other (Alamitos Barrier, Talbert OC-44) (2,400 AF)

m Demand: Total Basin Pumping @ 77% BPP (-244,300 AF)

Source: OCWD Board of Directors, Basin Storage Update for WY 2022-23, Sept. 13, 2023.

(1) Actual “SAR Base and Storm Flow Recharge” includes 10,374 AF of percolation from prior year’s
carryover storage in recharge basins and 27,625 AF of Santiago Creek and other local inflows.

(2) The Basin Storage Update data was assembled in September 2023 and does not match exactly with the Engineer’s
Report from February 2024 referenced herein (e.g., actual rainfall 21.12 in. versus 25.7 in.).
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Because the Basin is operated like a reservoir, a net decline in groundwater does not
indicate that OCWD is deficient in providing its public service. In fact, this approach to
basin management is supported by the State even though it contrasts with the traditional
condition of “overdraft.” For example, the California Water Plan Update (2013) states:

Change in groundwater storage is the difference in stored groundwater
volume between two time periods...However, declining storage over a
period characterized by averaged hydrologic conditions does not
necessarily mean that the basin is being managed unsustainably or is
subject to conditions of overdraft. Utilization of groundwater in storage
during years of diminishing surface water supply, followed by active
recharge of the aquifer when surface water or other alternative supplies
become available, is a recognized and acceptable approach to conjunctive
water management. (CWP, p. SC-77)

Furthermore, as stated in OCWD’s 2015 Groundwater Management Plan:

Because OCWD has the means to manage basin storage with a safe
operating range and has operated the basin within this range for decades,
overdraft in the traditional sense does not exist in the Orange County
Groundwater Basin. (GMP, p. 10-4)

The September 2023 California Water Plan Update Public Review Draft supports efforts
to increase available supplies from a range of sources by expanding water storage above
and below ground, increasing availability of recycled water, increasing the amount of
stormwater runoff captured, and increasing desalination (2023 CWP pp. 4-5, 4-6).
OCWD'’s water supply projects are consistent with the State’s plan for water supply
sources in the future.

Taking into account the District’s demonstrated ability to refill the basin when supplies
are available and to pursue projects that expand its capacity to refill the basin while
implementing effective conservation and education programs, partnering on conjunctive
use (storage) programs, and expanding wellhead treatment to bring impaired wells back
online, OCWD’s public facilities and services are adequate and have sufficient capacity
to meet the demands of existing and currently forecasted customers.

Infrastructure Needs or Deficiencies in any DUCs

OCWD is not aware of infrastructure needs or deficiencies that exist within the
aforementioned DUCs identified in Section 3.2. The retail water suppliers and mutual
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water companies in those areas are responsible for operation and maintenance of the
water distribution lines and laterals that bring water to individual customers and
businesses. OCWD monitors the water quality of the wells and accounts for the water
pumped by both large and small producers including those within the DUCs. Addressing
existing or future infrastructure deficiencies to supply potable water to the identified
DUCs is not the responsibility of OCWD. OCWD recharges the Basin with water for small
and large producers to access regardless of where DUCs exist. OCWD is meeting the
present and probable needs for potable water facilities and services of the DUCs to the
extent that it is responsible for. Nonetheless, it is recommended that OCWD make
available to some reasonable degree, its extensive technical resources when requested
by the mutual water companies within a DUC that need help to navigate funding
opportunities for system improvements.

3.4 Financial Ability to Provide Services

OCWD Board of Directors adopted the District’s Fiscal Year 2023-2024 Budget on April
19, 2023. The total budget of $279,170,022 represents an approximate ten and one-half
percent decrease over Fiscal Year 2022-2023. The approved budget reflects the
required resources to proactively manage the Orange County Groundwater Basin and
improve the water quality and reliability of Orange County’s local water resources at the
lowest possible cost to their 19 Groundwater Producers. The approved budgets for FY
2019-2020 through 2023-2024 with the amount of purchased water are shown on
Chart 8.
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Chart 8 - OCWD 5-year Budget Totals ($ millions)
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As shown in Chart 8, since Fiscal Year 2019-2020, the District’s budget has been on a
downward trend until Fiscal Year 2021-2022 when the budget increased approximately
65 percent. Most of the increase can be attributed to the 20 capital improvement
projects budgeted for that fiscal year. Capital improvement projects are budgeted over
a 5-year period and are paid through debt in the form of bond issuances, grants, loans,
and RA revenue referred to as PAYGO. The downward trend in expenses resumed in
Fiscal Year 2022-2023. A factor in the budget fluctuations from year to year is the cost
of water that OCWD purchases to replenish its groundwater basin, which can fluctuate
year to year depending on the groundwater basin levels. Recently, the need for
purchasing imported water has been low due to cooler weather, above-average
precipitation in Southern California, and a dramatic reduction in groundwater pumping.

Chart 9 shows that most of OCWD'’s revenue sources for FY 2023-2024 are attributed
to Replenishment Assessments levied on groundwater producers.
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Chart 9 - OCWD Revenue Sources FY 2023-2024

Replenishment Basin Equity
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Fund/SRFLoans/Debt, Others, $3,243,154
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OCWD’s revenues for Fiscal Year 2023-2024 total $279,170,022 and include the
following key categories as shown in Chart 5:

Assessments

Assessment revenues come from (i) Replenishment Assessments, and (ii) Basin
Equity Assessments (BEA). The Replenishment Assessment is assessed on each
acre-foot of water pumped from the Basin at a current rate of $624/AF (for FY
2023-24). Based on the established Basin Production Percentage (BPP) of 85
percent equivalent to 280,262 AF pumped, the Replenishment Assessment is
expected to generate $174.3 million in FY 2023-24. Assessments also include the
Basin Equity Assessment (BEA), which is the additional fee charged by OCWD on
water pumped that exceeds the BPP. The BEA is calculated for each
Groundwater Producer based on the treated full service MWD water rate and each
Producer’s individual energy cost to pump groundwater. The BEA is assessed
each September for all groundwater pumped above the BPP. Approximately
$2.75 million of BEA revenue is expected for FY 2023-2024.

Ad Valorem Property Taxes

An ad valorem tax is a tax based on the assessed value of an item, such as real
property. The County of Orange imposes an ad valorem tax of approximately one
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percent of the assessed value of the property within its boundaries. OCWD
receives a percentage of the one percent ad valorem tax imposed on all property
within its Service Area. OCWD’s share of the ad valorem tax varies by Tax Rate
Area (TRA) and on average is approximately 0.0081%."

¢ Investment Revenue
Revenue generated from cash reserves that have been invested into short-term
securities pursuant to the District’s Investment Policy.

e Miscellaneous Revenues
Include such items as annexation fees, rents and leases, other grants, and
miscellaneous items.

e Facility Revenue from Other Agencies
Revenue from other agencies, such as the water reclamation project that serves
treated recycled water to irrigation and industrial users, referred to as Green Acres
Project.

Chart 10 represents the OCWD budgeted expenditures for Fiscal Year 2023-2024.

Chart 10 - OCWD Expenditures FY 2023-24

New Equipment
$298,600 Water Purchases
PEAS O&M $6,231,500 Retiree Health
Expenditure Trust
$3,500,000 i $640,000

General Fund | Debt Service
$97,834,000 : $44,360,189

Capital Projects (Debt &
PAYGO funded)
$101,065,834
Appropriation to
R&R reserves

$9,735,300
R&R Fund

Expenditures
$15,504,599

12 Source: Orange County Auditor Controller, Annual Tax increment Factor by Tax Rate Area 2023-2024, available
at https://ocauditor.gov/wp-
content/uploads/2023/08/AT68AH71  Section 99 Factor Report by TRA 8 29 2023.pdf
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OCWD’s expenses for Fiscal Year 2023-2024 total $279,170,022 and include the
following key categories as shown in Chart 10:

General Fund

Agency operational expenses, representing approximately 35 percent of total
expenses.

PFAS O&M Expenditures

Reimbursement of 50 percent share of PFAS Treatment Operating Cost.

New Equipment

Capital equipment such as laboratory equipment, computers, and software, etc.
This is the smallest of the expenditure categories.

Water Purchases

Purchases of imported water from MWD through MWDOC.

Retiree Health Trust

Funds held for agency’s portion of retiree health benefits.

Debt Service

Debt Service payment expenses, representing approximately 16 percent of total
expenses.

Capital Projects

Comprised of 19 projects and represents approximately 36 percent of total
expenses. This is the largest of the expenditure categories.

Replacement and Refurbishment (R&R) Fund Expenditures

Replacement and refurbishment of infrastructure type assets.

Appropriation to Replacement and Refurbishment (R&R) Reserves
Replenishment of replacement and refurbishment reserves.

Debt Administration

According to OCWD'’s financial statements, the District has approximately $870 million
in outstanding debt as of July 1, 2023. The District uses this long-term debt, along with
other funding mechanisms, to fund capital improvement projects. This policy was
established in October 2000 and calls for the following:

Preliminary project expenses related to direct research are to be paid by the
General Fund and cannot be financed with long-term debt.

Project expenses for items such as feasibility reports, pilot studies, engineer
reports, compliance with CEQA, project design and construction may be
capitalized and funded with long-term debt.

Project expenses that are capitalized and funded with long-term debt and do not
lead to the construction of a project will require an adjustment by the OCWD
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Accounting Department to pay off the long-term debt incurred using cash
reserves.

The District’s Debt Management Policy (Policy No. FIN-02, November 1, 2016) allows for
the following types of debt:

e Certificates of Participation (COP) and Revenue Refunding Bonds
e (California State Revolving Fund Loans

e Commercial Paper

e Taxable Bonds

Debt Service budget amounts fluctuate from year to year based on debt service payment
schedules and whether new debt has been issued or old debt has matured. The
budgeted debt service amount for Fiscal Year 2023-2024 is approximately $44.4 million.
This debt will increase by $2.2 million in Fiscal Year 2024-2025 when the first payment
on the State Water Resources Control Board Clean Water State Revolving Fund Loan
for the GWRS Final Expansion Project is due. Each debt series has its own debt service
payment schedule and maturity date. In addition to the debt service payments, the
District incurs debt administration costs, also factored in the annual budgeted debt
service amounts.

Reserves and Fund Balances

OCWD has a District Reserve Policy in place to ensure it meets all its obligations and
maintains its strong credit rating. Some reserve funds have set amounts not to exceed
such as the Operating Reserve Fund (not to exceed 15 percent of the total current annual
general and water reserve fund operating budget); some have minimum balances they
should not fall under such as the Operating Fund (50 percent of the sum of the current
annual budgeted General Fund appropriations, and current annual budgeted debt
service appropriations); and some have set target levels to meet such as the
Contingency Reserve Fund (not to exceed $3 million). As the projected reserve balance
drops below the target amount, then the proposed budget would increase the budgeted
contribution to bring the reserves back up to target. The depleted reserves are
replenished using revenue collected from the Replenishment Assessments as well as
investment revenues.

According to the Annual Comprehensive Financial Reports (see Covenants and Reserve

Requirements), the Designated and Operating Reserve balances during the past five
fiscal years have met the requirements of the reserve policy approved by the Board.
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Table 6: OCWD 4-Year Reserve Fund Balances

2019-20 2020-21 2021-22 2022-23
Restricted $105,573,696 $5,502,257 $106,191,061 $18,111,407
Reserves

Designated

Reserves $194,163,423 $184,471,581 $198,740,266  $205,196,230
Funds

gS:d':t'“g $55,427,207 $90,502,826 $88,520,131 $84,330,076

Total $355,164,326 $280,476,664 $393,451,458 $307,637,713

OCWD'’s Reserve Policy is categorized into three areas: restricted funds and reserves,
designated reserves and funds, and operating funds.

Restricted Reserve Funds:

e Capital Project Funds
This subcategory was established for proceeds from bond issuances or any
other debt financing and is used for the District’s capital projects and capital
improvements. These funds are restricted to specific capital projects which
are authorized and approved by the Board of Directors.

e Debt Reserve Funds
This subcategory was established for various bond issues. These funds are
not available for the general needs of the District and must be maintained at
specific levels and are restricted by certain bond covenants.

e Basin Equity Assessment (BEA) Funds
This subcategory was established for funds received from the levy of the
District’s BEA. These funds are to be used only for the purchase of water for
the purpose of groundwater replenishment and/or to reimburse producers
assigned pumping limitations pursuant to the District Act.

Designated Reserve Funds:

e Toxic Cleanup (Emergency Response Fund/Environmental Remediation Fund)
This subcategory was established for toxic spill emergencies and cleanup. The
current target level is $4 million and is to be replenished annually after the
adoption of the annual OCWD budget. Funds totaling $3.528 million will have
been collected from the lessee over a 30-year term.
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e Contingency Reserve Fund
This subcategory was established by the District Act to provide for
expenditures that have not been anticipated or provided for in the District’s
annual budget. The money for this fund is to be allocated from the Operating
Fund and the Water Reserve Fund at the beginning of each fiscal year. The
level of this fund as established by the District Act is not to exceed $3 million.

e Capital Fund (PAYGO)
This subcategory was established for proceeds from Replenishment
Assessment revenues earmarked towards the capital improvement program
as opposed to financing all the District’s capital expenditures and has no legal
restrictions such as bond proceeds would.

e State Revolving Fund Loan Debt Service Reserve Fund
This subcategory was established as an unrestricted reserve as a condition of
the low-cost State Revolving Fund loans equal to one year’s debt service.

e Water Reserve Fund

This subcategory was established by the District Act to accumulate any
excess general assessment, or unexpended funds, other than funds allocated
to the operating reserve or operating contingencies by the Board of Directors.
These funds can be used for the purchase of supplemental water for
groundwater replenishment, acquiring, constructing, or developing any
groundwater intrusion prevention projects, pipelines, wells, or other works
necessary for the purposes of the district. This fund shall be designated only
for purchases of supplemental water in order to have funds set aside and
available. This will provide accountability and transparency to the Board and
Groundwater Producers on funds collected and spent on water purchases.
The maximum upper limit is set at enough funds to purchase 50 percent of
water needed to have an accumulated basin overdraft of 125,000 AF.

e Operating Reserve Fund

This subcategory was established by the District Act and allocated from the
general fund to be used to meet the cash flow needs of the District before the
proceeds of taxes or Replenishment Assessment collections are available to
meet emergency expenditures for operations, maintenance, and the debt
service payments of the District. The level of this general operating reserve as
established in the District Act shall not exceed 15 percent of the total current
annual general and water reserve fund operating budget.

e Replacement and Refurbishment Fund
This subcategory was established for replacement or refurbishment (R&R) of
existing District facilities, to be equal to thirty years of projected replacement
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and refurbishment costs as defined in the District’s R&R model. This differs
from the budget for capital projects in that capital projects typically enhance,
expand, or build/purchase a new asset.

Operating Funds (Water Replenishment Fund):

e Operating Cash, Replenishment Assessment, and Annual Debt Payments

This subcategory was established for funds collected and received from the
levy of the District’s Replenishment Assessment. These monies shall be
sufficient to enable the District to carry out any of the projects or purposes of
the District as deemed by the Board of Directors. It can also include the
expenditures necessary for the maintenance, operation, and repairs of works
and projects of the District as authorized by the Board of Directors. The funds
can also be used for the purchase of supplemental water, and the
replenishment of groundwater supplies within the District. The District shall
maintain a minimum balance equal to fifty percent of the sum of the (i) current
annual budgeted General Fund appropriations, plus (ii) current annual
budgeted debt service appropriations.

OCWD has demonstrated that it is able to support the servicing needs of its Service
Area. The revenue sources continue to meet the expenses and are able to adapt to
changing needs due, in large part, to the flexible Replenishment Assessment revenues.

3.5 Status of, and Opportunities for, Shared Facilities

The following Table 7 is a summary of the major agreements OCWD has entered into
with other agencies to share facilities and/or services. This table identifies shared
opportunities that involve arrangements with OCWD and other agencies for services that
otherwise would have been provided by the agency but partnering with OCWD creates
benefits, efficiencies, or makes them cost-effective.
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Subject

Form of

Term of
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Partner Entity(ies) Facility(ies) Agreement = Agreement Description Status
Producers
15 Groundwater will Groundwater Producer-OCWD PFAS
Producers (a subset own/operate | Agreement based on OCWD policy _
of the 19 Production wells | Contract treatmgnt dated Nov. 22, 2019 to construct PFAS Lnx p;ﬁgress and expected to
Groundwater system for treatment systems for impacted pand.
Producers) 30 years. Producers who want to participate.
Irvine Ranch Water OC San provides treated wastewater
District, Orange Green Acres Contract 15 years that OCWD treats further. Includes Operational
County Sanitation Project intertie to Irvine Ranch Water District’s P
District recycled water distribution system.
Used for emergencies and planned
. Executed MWD operational shutdowns. IRWD
:S\i/;?:cl’?ahr)lirr:i\c/:\i/a;‘ler Nov. 14, would supply up to 50 cfs for up to 30 Whether or not this is renewed,
Water I5istrict Opf South OC 2008. Up for | days (3,000 AF) to the 5 South OC OCWD is planning for a second
Oranae County. and Emergency Contract renewal in Agencies. They would pay IRWD for the | emergency program with City of
Soutr? oC Watyér Services Program December water but no compensation goes to Santa Ana and Moulton Niguel
2029 OCWD. The amount of water being sent | Water District.

Agencies”

is very small compared to the Basin’s
operation.

*South OC Water Agencies include City of San Clemente, Laguna

Coast Water District.

Beach County Water District, Moulton Niguel Water District, Santa Margarita Water District, and South

Los Angeles County
Flood Control
District, the Water
Replenishment
District, & City of
Long Beach

Alamitos Barrier
Project

Contract

No end date
given

Operate joint venture of facilities
necessary to prevent, control, and
correct intrusion of sea water into
groundwater supplies of Central Basin in
LA County and the OC Basin through
the Alamitos Gap Area.

As long as there is pumping of
the Basin and an ocean, this will
continue. WRD has ample
capacity in their water treatment
facility for additional supply for
injection wells along the Alamitos
seawater barrier.
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Form of
Agreement

Term of
Agreement

Description
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member agencies and grants and by
issuing articles of indebtedness to
finance project costs.

Agreement | OCWD owns all of the land at its
and Lease Fountain Valley headquarters, including
has a 50- the land under the OCWD and MWDOC | Still current. MWDOC has the
Municipal Water Agreement and year term buildings (collectively, the “Office option, at its sole discretion, to
District of Orange Lease executed Contract from April Facilities”). OCWD owns about 66% and | extend the term of the Agreement
County April 15, 1987 15, 1987 MWDOC owns 33% of the Shared and Lease for periods of 15
through April | Office Facilities. OCWD leases 50% of years.
15, 2037. the land under the Office Facilities to
MWDOC.
. . Functional and successful though
Cost-share of Phase 1; OC San provides limited by what OC San can
secondary treated wastewater at no ;
Ground Water Upon . L provide. Advanced treatment
Orange County Replenish Contract P _ charge and built a pump station; OCWD . ) f
Lo s eplenishment dissolution capacity expanded in 2023 from
Sanitation District manages and funds the GWRS -
System . . . 100 to 130 mgd. Additional
operations. Partners in public outreach : .
expansion not proposed at this
and grant procurement. .
time.
Create a public agency with Inland
Empire Utilities Agency, and San
Joint Bernardino Valley, Eastern and Western
Santa Ana Exercise of Municipal Water Districts to undertake
Watershed Proiect n/a Powers Upon projects for water quality control, OCWD continues to be a member
Authorit (SAWJPA) Agreement dissolution | poliytant abatement in the SAR agency of SAWPA.
y dated 1975 Watershed using funds contributed by
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Subject
Facility(ies)

Form of
Agreement

Term of
Agreement

Description
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SAWPA Partner

Santa Ana River

Construction
deadline:

Prop. 84 grant between SAWPA and
DWR. OCWD can store up to 36,000 AF

Started 2021.
$128 million project.
$8 million provided to 5

Agencies and The Conservation and July 31, for dry years from surplus State Project Producers for 5 additional wells.
Metropolitan Water Conjunctive Use Contract 2025 Water from MWD (extraordinary supply 5000 AF from WY 20-21 in th
District of Southern Program water ) water) and imported water (local water). b’ K rom el inthe
California bank (SARCCUP) Operations | Both types of water are tracked and can ank.
contract be used in dry years. Partners committed to making
surplus SARCCUP water
available for MWDOC.
. Conjunctive use program allows MWD to
e Merropottan store up to 66,000 AF of water in the
Southern California Basin ir.1 wet periods to be pumped Iin 25-year agreement starting 2003
Cities of Buena Park dry periods, droughts, or emergencies | with goal of 20 billion gallons for
Garden Grove ’ by groundwater producers in place of dry years and emergencies. Goal
’ MWD Long-Term ) receiving imported water supplies during | is on-track to be met.
\?Vrarlgel, Sta nti(Ans * | Groundwater Contract Ending 2028 | water shortage events. MWD funded 8 _
Lir?jamvl\?ast:rrbisi:ic? Storage Program wells, improvements to seawater Cumulative water purchased
Golden State Water, m_trusmn barrier, gnd.constructed since WY02-03 is 42,243.1 AF via
Co., and Municipal Diemer Bypass Pipeline to redirect Forebay Recharge and 57,100.8
Wa-t,er District of lower-salinity imported water from State | AF via In-Lieu Delivery.
Orange County Water Project to OCWD recharge basin
and pays an annual administrative fee.
Ongoing. Currently partnering on
Various collaborations since Forecast-Informed Reservoir
Proiect-b Depends on ) . Operations (FIRO) and sediment
U.S. Army Corps of Prado Dam & -j Y ¢ construction of Prado Dam in 1941 to removal from behind the dam to
- ArmMy Lorp project the terms of | jncrease the volume stored behind the oV

Engineers wetlands contracts the project maximize water conveyed to

dam and eventually delivered to the
Basin.

OCWD facilities with estimated
increase of water captured by
7,000 AFY.
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Opportunities for Shared Facilities

The following are opportunities that were made known during preparation of this report
for OCWD to share facilities:

Announced in early January 2023, OCWD received funding from U.S. Bureau of
Reclamation for two research projects to test water treatment technologies. The
results are anticipated to improve not only the District’s future operations and
ability to safely recharge the Basin, but the results will be shared with Producers.
o The first project, “In-Situ Gravity Driven Removal of PFAS During
Groundwater Recharge to Protect Drinking Water,” will evaluate the
performance of an engineered adsorbent media when installed into the
ground for the passive removal of PFAS in impacted surface waters that
are used to recharge groundwater supplies. Awarded $199,430 in funding,
OCWD is the project lead and will collaborate with technical advisors from
Colorado School of Mines and Jacobs.

o The second project, “Improving RO [reverse osmosis] Recovery through
Optimization of Flux and Pump Usage with Real-Time Sensor Connectivity,
Data-driven Modeling, and Automation,” is in partnership with Hazen and
Sawyer who was awarded $197,294 in funding. OCWD is supporting the
research on site as a test bed location. The project aims to develop
predictive algorithms with automated process controls that can optimize
RO operational settings to reduce energy, maximize production, and
minimize chemical costs while reducing membrane fouling and scaling. RO
is the heart of the three-step GWRS advanced purification process.

OCWD is currently studying the possibility of developing a second emergency
water connection to South Orange County water agencies. This may replace or
add to the existing emergency water connection via Irvine Ranch Water District.
Discussions are underway with Moulton Niguel Water District and City of Santa
Ana for the proposed connection. This is to prepare for the potential sunset of the
existing emergency agreement via Irvine Ranch Water District in December 2029.

OCWD is currently studying the extent of seawater intrusion in the City of
Huntington Beach at “The Sunset Gap” located between Landing Hill and Bolsa
Chica Mesa. OCWD Budget for FY 2023-2024 indicates a plan is being developed
to address the issue including potentially building the District’s third seawater
intrusion barrier.

PFAS will be a significant focus for OCWD in the immediate future because of the
number of wells that lack treatment in areas where PFAS concentrations are
known to exist. The District currently estimates up to 102 wells could be impacted

66



Municipal Service Review (MSR 22-06) and Sphere of Influence Review (SOI 23-06)
Orange County Water District

at a cost to OCWD of $550 million.® Therefore, to head off the shock of significant
increases in the RA for local retail water suppliers to pay for PFAS treatment
(estimated at 10 percent per year for 2-3 years), OCWD is pursuing several grant
opportunities to fund PFAS treatment projects on behalf of its Groundwater
Producers. OCWD has also budgeted to pay for 50 percent of all treatment
system operation and maintenance (O&M) costs. Awarded grant applications are:

o

o

Orange County Regional PFAS Groundwater Treatment Program: Cities of
Garden Grove and Santa Ana Projects; Proposition 1 Grant amount
awarded is $4,200,000.

OCWD has received a $5,000,000 federal earmark for PFAS.

e Grant applications for the State Water Resources Control Board Drinking Water
State Revolving Fund (DWSRF), “State FY 2023-2024 DWSRF Comprehensive
List” for treating PFAS are listed below. The following projects have been included
in the FY 2024-2025 Intended Use Plan Emerging Contaminants Fundable List: '

O

O

City of Tustin PFAS Water Treatment Plant Project ($5 Million grant)

City of Orange Wells 20, 21 and 22 PFAS Treatment Systems Project ($4
Million grant)

City of Fullerton Main Plant PFAS Water Treatment Plant Project ($5 Million
grant)

East Orange County Water District PFAS Water Treatment Plant Project
($5 Million grant)

Irvine Ranch Water District Well OPA-1 PFAS Treatment System Project
($3.15 Million grant)

City of Anaheim PFAS Water Treatment Systems Project ($5 Million loan)
City of Santa Ana Wells 27 and 28 PFAS Water Treatment Systems Project
($4 Million grant)

City of Garden Grove Wells 22 and 25 PFAS Water Treatment Systems
Project ($6 Million grant)

13 U.S. EPA announced on April 10, 2024 the final National Primary Drinking Water Regulation for six PFAS with an
enforceable level of 4.0 parts per trilling (ppt) for PFOA and PFOS. The final rule requires: (1) Public water systems
must monitor for the 6 PFAS and have three years to complete initial monitoring (by 2027), followed by ongoing
compliance monitoring. Water systems must also provide the public with information on the levels of these PFAS
in their drinking water beginning in 2027; (2) Public water systems have five years (by 2029) to implement
solutions that reduce these PFAS if monitoring shows that drinking water levels exceed these MCLs; and (3)
Beginning in five years (2029), public water systems that have PFAS in drinking water which violates one or more of
these MCLs must take action to reduce levels of these PFAS in their drinking water and must provide notification to
the public of the violation. (https://www.epa.gov/sdwa/and-polyfluoroalkyl-substances-pfas)

14 Source: Section XIl.
https://www.waterboards.ca.gov/water issues/programs/grants loans/srf/docs/2024/2024-25-supp-iup-ec.pdf
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o City of Huntington Beach PFAS Water Treatment Systems Project ($6
Million grant)

o City of Westminster PFAS Water Treatment Systems Project ($5.5 Million
grant)
Golden State Water Company Wells SCK5 and SBCH PFAS Water
Treatment Systems Project ($5 Million grant)

e The “PFAS O&M Expenditure” is budgeted at $3.5 million. This is consistent with
the District’s plan to install well head treatment systems incrementally over a
multi-year (2.5 years) period, grant awards are often received long after (0.5-1
year) they are applied for, and other funding methods are available including low-
interest loans and reserves:

e OCWD and MWDOC continue to share the same office property at 18700 Ward
Street in Fountain Valley and, in turn, both benefit from sharing maintenance and
overhead costs. The arrangement is spelled out in the Agreement and Lease
document, which says the District owns all the land at its Fountain Valley
headquarters, including the land under the OCWD and MWDOC buildings
(collectively, the “Shared Office Facilities”). OCWD and MWDOC jointly own the
Shared Office Facilities: OCWD owns about 66 percent and MWDOC owns about
33 percent. OCWD leases 50 percent of the land under the Office Facilities to
MWDOC (PC(3)). Furthermore, as part of OCWD'’s application to OC LAFCO to
prepare this MSR and SOI update, Chapter 5 of this report includes findings of a
feasibility study for consolidation between the two agencies.

3.6 Accountability for Community Service Needs

The OCWD Board of Directors represents the interests of 2.5 million residents and the
Groundwater Producers within the limits of the District Act.

Governmental Structure

OCWD is divided into 10 Divisions as specified in the District Act. Divisions 1 through 7
hold elections for their Board representative. The method of electing directors was
modified by the 1967 amendments to the OCWD Act, which put the vote in compliance
with the general election voting laws (California Codes). After this, directors in Divisions
1 through 7 were elected in the geographic regions on the basis of one vote per
registered voter. The boundaries of the 10 Divisions are shown on Figure 3. Division
boundaries can by adjusted by resolution pursuant to Chapter 8 (commencing with
Section 22000 of Division 21 of the California Elections Code).
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When the Cities of Anaheim, Fullerton, and Santa Ana were extended membership into
OCWD, the cities were considered as individual units, and the boundary of their Divisions
was based on the city boundary. These three cities make up Divisions 8, 9 and 10. Each
city’s governing board (city council) is permitted to name a director that will serve the
same term as the elected directors. Therefore, no direct vote of the residents is required
within these cities. (OCWD 2014, p. 26)

Appointed members of the Board from Divisions 8, 9, and 10 serve a four-year term and
may be removed at any time and without cause by the majority vote of the appointing
governing body (OCWD Act, Section 12(b)). Elected members of the board in Divisions
1 through 7 also serve four-year terms and may be re-elected without limits. (OCWD
Basin 8-1 Alternative, p. 2-3)

The Board of Directors meets twice a month, normally on the first and third Wednesdays
of the month. Board committees also meet on a monthly basis. These committees
include the Water Issues, Communication/Legislation, Administration/Finance, Property
Management and Retirement. (OCWD Basin 8-1 Alternative, pp. 2-3, 2-4)

OCWD’s governing structure is designed to give fair representation of the groundwater
producers from within the ten Divisions. The 10 Divisions are comprised of the following
areas (OCWD Basin 8-1 Alternative, pp. 2-4, 2-5):

e Division One: Garden Grove, Stanton, Westminster

e Division Two: Orange, Villa Park, and parts of Tustin

e Division Three: Buena Park, La Palma, Placentia, Yorba Linda, and parts of
Cypress

e Division Four: Los Alamitos, Seal Beach, and parts of Buena Park, Cypress,
Garden Grove, Huntington Beach, Stanton, and Westminster

e Division Five: Parts of Irvine and Newport Beach

e Division Six: Parts of Fountain Valley and Huntington Beach

¢ Division Seven: Costa Mesa and parts of Fountain Valley, Irvine, Newport Beach,
and Tustin

e Division Eight: Santa Ana

e Division Nine: Anaheim

e Division Ten: Fullerton

The 19 Groundwater Producers meet on a monthly basis with OCWD staff.

The OCWD organizational chart for 2023 is shown on the following page.
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OCWD uses the expertise of many consultants to support its staff, including outside
legal counsel, civil engineering consultants to design and oversee construction,
landscape maintenance, employee development, safety programs, and more so that
OCWD maintains full-time staffing of core employees. As of July 1, 2023, OCWD
maintains 226.5 full-time positions in the departments shown on the organization chart
on the prior page.

OCWD staff attend many meetings to gather information and further the interests of the
District, including, the Association of California Water Agencies (ACWA), the California
Special Districts Association (CSDA), the Independent Special Districts of Orange
County (ISDOC), The Metropolitan Water District of Southern California (MWD), the
Orange County Water Association (OCWA), the Orange County Business Council
(OCBC), the Regional Water Quality Control Board (RWQCB), the Santa Ana Watershed
Project Authority (SAWPA), and the Water Advisory Committee of Orange County
(WACO).

OCWD staff and lobbyists meet with county, state, and federal representatives to petition
for funding opportunities; specifically, they meet with newly elected legislators every two
years after the November election cycle.

Accessibility, Accountability, and Transparency

The District’s website (www.ocwd.com) offers a wide range of information on the District,
as well as links to the retail water suppliers within its boundary for the public (see
screenshot of Home Page, below).

Oy =~ &

How we work Learning center GIW|RI|S

SERVICE AREA &

BOARD OF DIRECTORS TRANSPARENCY

PHILIP L. ANTHONY WATER QUALITY:
LABORATORY. QG'WATERISUMMIT RESEARCH & DEVELOPMENT
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The OCWD Transparency webpage that is accessed through the Home Page shown
above, provides access to financial documents (i.e., Annual Budget Reports, Annual
Comprehensive Financial Reports, Audits, Annual Rate Assessment, Basin Pumping
Percentage, and Statement of Revenues and Expenses), compensation and human
resources (i.e., Board stipends and compensation, General Manager’s compensation,
Salary Structure, CA state Controller’s Reports, How to Apply for a Job, Memorandum
of Understanding between the District and OCWD Employees Association, and
Personnel Manual), water quality and other reports (i.e., GWRS Annual Reports,
Environmental Impact Reports and other public notices, local retail agencies’ water
quality reports, engineer’s and groundwater recharge reports, groundwater level contour
maps, and studies/publications), ethics (i.e. Conflict of Interest code, Board members
and divisions, Board reporting forms), policies and procedures (i.e., Media Policy Rules
of Order, Social Media Code of conduct, ticket distribution policy and Board of Directors
policies and procedures), and instructions on how to make a public records request. The
website also includes agendas, minutes, list of Board committees, the public comment
policy, Brown Act, District Act, and a sign-up for public meeting email notices for Board
of Directors meetings. As stated on the website, “Agendas for [Board of Directors]
meetings are posted a minimum of 72 hours in advance of the meeting. OCWD
welcomes productive dialogue with its governing board, utility partners, community

—— Ieaders, and the pUb“C Visitor participation

Choose the right accessibility profile for you is included at all agendized meetings.
During this time, members of the public may

Seizure Safe Profile .
OFF  ON PR e I 4 | offer public comment for up to three
minutes.” Furthermore, the OCWD website
orf  on e @ | allows for Accessibility Adjustments, such

Enhances website's visuals

as those shown in the snapshot to the left,
as well as Content Adjustments, Color
Adjustments, and Orientation Adjustments.
o B Cognitive Disability Profile o | The District also uses YouTube and social

ADHD Friendly Profile

More focus & fewer distractions

OFF ON

M

/\t}\v sts with reading & focusinc . . .
iy oo media outlets like Linkedln, Facebook,
o Yo Keyboard Navigation (Motor) 5 Instagram, and Twitter. The OCWD Board
Ur,lzm.'imm:(\.-'\;'\lhHu:ku\fhn.mi SeCretary’S Offlce ensures Compllance Wlth
@ . .
Blind Users (Screen Reader) all state laws regarding access to public

OFF oN Al

Optimize website for screen-readers mee‘hngs’ pUb|IC documen‘ts, f|nanC|a|
disclosure laws, and the Brown Act.™

15 The Ralph M. Brown Act was enacted in 1953 (“Open Meeting Law”) to guarantee the public’s right to attend
and participate in meetings of local legislative bodies (Gov. Code Section 54950).
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California Elections Code 22000-22002 requires OCWD to adjust the boundaries of
Board Divisions 1 through 7 based on the 2020 census data in order to, as far as
practicable, equalize the populations in each of these Divisions. Factors such as
topography, geography, cohesiveness, and communities of interest in the District may
be considered. Boundary adjustments to all Divisions 1 through 7 were recommended
by staff and approved by the OCWD Board of Directors in Resolution No. 22-4-31 (April
6, 2022) following three public hearings (Staff Report, March 16, 2022).

3.7 Other Matters Related to Efficient Service Delivery

In its application to OC LAFCO for an MSR and SOl Update, OCWD requested a
feasibility study of a consolidation with MWDOC. The purpose of the feasibility study is
to analyze certain aspects of the two agencies using multiple factors to find whether
efficiencies in the provision of services could exist upon combining the two wholesale
water agencies. Therefore, this MSR includes said analysis with findings; no conclusions
or recommendations are provided.
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MSR STATEMENT OF DETERMINATIONS

The municipal services provided by OCWD were first comprehensively reviewed by OC
LAFCO in 2006. The MSR determinations for OCWD were reviewed and reconfirmed in
2008 and 2013. This section includes the Statement of Determinations for the 2024
comprehensive review of municipal services provided by OCWD. The seven statutory
determinations are examined in more detail in Chapter 3 of this report.

RECOMMENDATION:

Staff recommends the Commission adopt the MSR Statement of Determinations for the
Orange County Water District as shown on Exhibit 1 (next page).

Remainder of page intentionally blank
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Exhibit 1
Orange County Water District
Municipal Service Review (MSR)
STATEMENT OF DETERMINATIONS

MSR DETERMINATION 1: Growth and Population Projections for the Affected
Area

The Orange County Water District (OCWD) sphere of influence (SOI) encompasses 569
square miles including 52 square miles of ocean, 125 square miles of unincorporated
Orange County, and includes 27 cities in the northern and central portions of Orange
County. Within its Service Area of 430 square miles, OCWD manages the Orange
County Groundwater Basin (Basin) and acts as a wholesale groundwater supplier to
the retail water suppliers of northern and central Orange County. The Basin provides
approximately 85 percent of the drinking water supply to the people within its Service
Area.

OCWD has no land use authority and therefore relies on the information provided by
the county and cities within its Service Area to estimate future changes in population
and land use in order to forecast water demands on the Basin. The District also uses
demographic data including projections of population, housing, and employment
produced by the Center for Demographic Research (CDR) at California State
University, Fullerton. According to CDR, the population of the OCWD Service Area is
2.44 million people as of 2020, which is projected to increase to a peak of 2.55 million
people by 2045. (CDR’s projection is based on the OCWD Service Area and not the
entire sphere of influence of OCWD.) Based on the current and projected increase of
approximately 4.5 percent over 25 years, there will be a continuing need for
groundwater supplies and OCWD’s management of the Basin.

OCWD prepares forecasts of water demands in its annual Engineer’s Report and
periodically in the Groundwater Management Plan based on recorded water use
patterns and expected constraints on groundwater quality. The retail water suppliers
within the Service Area (“19 Groundwater Producers”) also prepare forecasts of water
demands within their respective service areas and communicate their expected
groundwater pumping to OCWD. The present and future needs provided by OCWD
are addressed in the annual Comprehensive Annual Financial Report (CAFR), Annual
Budget Report, and annual Capital Improvement Program (CIP). The CIP is a multiyear
plan of improvements to the District’s infrastructure taking into account District
priorities, policies, and budget.
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Exhibit 1
Orange County Water District
Municipal Service Review (MSR)
STATEMENT OF DETERMINATIONS
Based on review of the data, water demands within OCWD Service Area are expected

to be met over the planning horizon of this MSR analysis including the future increase
in population, given the following factors: (1) the District’s collaboration with CDR to
proactively monitor demographic changes in the Service Area and in particular,
population growth; (2) District projections accounting for future growth in each
Groundwater Producer’s service areas; and (3) the District’s demonstrated ability to
meet greater water demands in the past as compared to current water demands.

MSR DETERMINATION 2: The Location and Characteristics of Any
Disadvantaged Unincorporated Communities Within or Contiguous to the
Affected Sphere of Influence

The Center for Demographic Research at California State University, Fullerton (CDR)
provided information on census block boundaries and the current statewide median
household income threshold, from which 11 Disadvantaged Unincorporated
Communities (DUCs) within the OCWD sphere of influence (SOI) were identified.
Specifically, the DUCs are located within OCWD Division 1 and the SOls of the Cities
of Anaheim, Stanton, and Westminster. The DUCs receive water service from the
Cities of Anaheim and Westminster and Golden State Water Company, as well as
several private mutual water companies (Hynes Estates Mutual Water Company,
Midway City Mutual Water Company, Eastside Water Association, and South Midway
City Mutual Water Company). The Cities of Anaheim and Westminster as well as
Golden State Water Company are three of the 19 Groundwater Producer Agencies of
OCWD. The DUCs total 0.85 square mile (541 acres) and are part of larger urban
communities with land uses dominated by residential, commercial, industrial, and
recreational uses.

MSR DETERMINATION 3: Present and planned capacity of public facilities,
adequacy of public services, and infrastructure needs or deficiencies including
needs or deficiencies related to sewers, municipal and industrial water, and
structural fire protection in any disadvantaged, unincorporated communities
within or contiguous to the affected Sphere of Influence.

OCWD was created by a special act of the state legislature in 1933 (the OCWD Act) to
manage the Orange County Groundwater Basin (Basin) for the Groundwater
Producers. Therefore, in order to balance the effects of groundwater pumping, OCWD
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Exhibit 1
Orange County Water District
Municipal Service Review (MSR)
STATEMENT OF DETERMINATIONS
has facilities to maximize recharge of the Basin using local surface water, stormwater

runoff, reclaimed wastewater, and imported water supplies. OCWD does not directly
serve water to retail customers, such as homes and businesses; therefore, OCWD’s
facility capacity and sufficient infrastructure relates to water reclamation and recharge
facilities for OCWD to fulfill its mandate in the OCWD Act to sustainably manage the
Basin.

Managing 85 percent of the water supply for the 2.44 million residents of northern and
central Orange County, OCWD performs deliberate planning efforts for maintaining its
infrastructure through its Replacement and Refurbishment (R&R) Model. The R&R
Model is user-driven and proprietary; it tracks the useful life spans of all the District’s
infrastructure to prioritize facilities that need repair or replacement. The R&R Model
forecasts into the future how much budget will be required for repairs and the annual
contribution to the R&R fund increases each year to reflect the increasing costs of
maintenance. According to the R&R Model, sufficient funds will be available for
maintenance of infrastructure for the next 25 years.

During WY 2022-2023, the Basin showed a net increase of 69,000 acre-feet (AF)
attributable to OCWD’s network of 25 recharge basins capturing higher-than-average
rainfall, and less than expected pumping rates attributable to the presence of PFAS.
In regard to capacity, OCWD has several water rights and entitlements to water
supplies. OCWD is pursuing an expansion of its water rights to the Santa Ana River
flows based on additional capture and storage projects that it recently completed.
OCWD also has an entitlement to purchase an amount of imported water up to that
which it can recharge, which is a maximum of 300,000 AF (if all of the recharge basins
are empty). OCWD has an entitlement to recycled water produced from its
Groundwater Replenishment System (GWRS) up to 130 million gallons per day,
dependent on the flows received from Orange County Sanitation District (OC San).
Based on the results of the water supplies acquired and recharge that occurred in WY
22-23, it can be reasonably determined that the OCWD facilities have sufficient
capacity to recharge the Basin.

A total of 11 DUCs have been identified within OCWD. All of the DUCs are located in
OCWD Division 1, within the SOls of the Cities of Anaheim, Stanton, and Westminster.
Retail water service is provided to the DUCs by the Cities of Anaheim and Stanton and
Golden State Water Company, as well as four mutual water companies (Hynes Estates
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Orange County Water District
Municipal Service Review (MSR)
STATEMENT OF DETERMINATIONS
Mutual Water Company, Midway City Mutual Water Company, Eastside Water

Association, and South Midway City Mutual Water Company). Although the DUCs are
located within the Service Area of OCWD, it is the responsibility of the public and
private water suppliers to provide adequate water service to the individual customers,
including areas identified as DUCs. The retail water suppliers are also responsible for
addressing deficiencies in their production, treatment, and distribution systems,
including seeking assistance from the State or neighboring agencies. The purpose of
this study is not to assess the retail water systems’ ability to provide water to their
customers. Notably, nothing in the OCWD Act appears to limit OCWD’s ability to assist
public or private water suppliers within its jurisdiction, including those in
disadvantaged communities. The wells owned by the mutual water companies that
serve the DUCs are monitored as part of OCWD’s Monitoring Program. The California
Department of Public Health regulates the water quality of private mutual water
companies. The monitoring, record-keeping, and water testing efforts OCWD is
providing to these small producers are services that benefit their customers’ ability to
have water and, in turn, is part of the Basin management OCWD must perform to meet
its charge. Because OCWD monitors the water quality of the wells and accounts for
the water pumped by both large and small producers including those within the DUCs
when making its water demand and water supply projections, and OCWD recharges
the Basin with water for small and large producers to access regardless of where
DUCs exist, OCWD is meeting the present and probable needs for potable water
facilities and services of the DUCs to the extent that it is responsible for. Nonetheless,
it is recommended that OCWD make available to some reasonable degree its
extensive technical resources when requested by the mutual water companies within
a DUC that need help to navigate funding opportunities for system improvements.

The Basin is estimated to hold, when full, roughly 66 million AF of water; however,
OCWD limits overdrafting the basin to 500,000 AF. When more than 500,000 AF is
removed for longer than a temporary, emergency scenario, adverse effects can occur
including seawater intrusion, land subsidence, increased pumping costs, and
upwelling of amber colored water. As such, OCWD manages the Basin to keep it at
150,000 to 200,000 AF less than full, which is a little less than one-half of maximum
draw down amount of 500,000 AF. Groundwater in the equivalent elevation range
keeps seawater from intruding anymore inland then existing, minimizes risk for
subsidence, pumps can continue to pump, and amber-colored water stays in the Deep
Aquifer.
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Exhibit 1
Orange County Water District
Municipal Service Review (MSR)
STATEMENT OF DETERMINATIONS

All pumpers are charged a flat Replenishment Assessment (RA) fee per AF produced.
The OCWD Board of Directors issues a Basin Production Percentage (BPP) to
pumpers each year that gives them an idea of how much of their total water demands
can be met by groundwater. The BPP is currently 85 percent (increased from 77
percent in February 2023). Pumpers who exceed the BPP pay an additional fee called
the Basin Equity Assessment (BEA). The combination of the RA, BPP, and BEA are
the financial tools OCWD uses to manage the amount pumped from the Basin.
However, in recent years a larger influence on pumping rates has been the presence
of PFAS chemicals in the groundwater. Pumpers have turned off their wells until
treatment systems are installed and, in the meantime, meet customer demands with
imported water purchased from the local imported water wholesaler, Municipal Water
District of Orange County (MWDOC).

The primary constraint on OCWD’s management of the Basin currently and in the
future is water quality; specifically, adding treatment systems for PFAS chemicals on
Groundwater Producer’s wells that need them. The RA has been increased
approximately 10 percent each year for the last 3 years to fund the wellhead treatment
systems. OCWD has also applied for many grant opportunities to defray the cost to
the District and its 19 Groundwater Producers. Another water quality constraint is
seawater intrusion; OCWD is planning for a third seawater intrusion barrier. A third
constraint for the District is the inability at this time is to capture all of the anticipated
storm flows from the Santa Ana River. OCWD applied for a water rights permit for up
to 505,000 AFY from the State Water Resources Control Board that would capture the
majority of storm flows. The District was granted 362,000 AFY based on the existing
facilities and is pursuing additional rights in order to reach 505,000 AFY.

Based on the information provided for this study, it is determined that the present and
planned capacity of OCWD’s facilities are sufficient; the public services it provides are
adequate; and the aforementioned water quality constraints that exist are being
addressed cooperatively with retail water suppliers within a reasonable response time
to meet anticipated regulations so that OCWD can continue managing the Basin.
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MSR DETERMINATION 4: Financial ability of agency to provide services.

The OCWD Fiscal Year 2023-2024 Budget was adopted by the Board of Directors on
April 19, 2023, with a total budget of $279.2 million, which represents a decrease of
10.5 percent from the previous year. OCWD’s audited budget reports demonstrate
that the District is able to maintain a balanced budget, fully funded reserves, and fund
capital improvement projects. The District is able to meet all its budgeted expenses
and obligations and maintain an AAA credit rating with Fitch and Standard and Poors.
Replenishment Assessments represent over 62% of total revenues in Fiscal Year
2023-2024 and can and do increase annually when necessary to help ensure revenues
meet expense requirements. This flexibility along with its other revenue sources,
budgeted reserves and great credit ratings put OCWD in a stable financial position to
continue providing services to its customers.

MSR DETERMINATION 5: Status of, and opportunities for, shared facilities.

OCWD partners with many entities on projects that benefit and further the goals of the
OCWD Act. This includes, but is not limited to, OC San, the 19 Groundwater Producers
(13 Cities of Anaheim, Buena Park, Fountain Valley, Fullerton, Garden Grove,
Huntington Beach, La Palma, Newport Beach, Orange, Santa Ana Seal Beach, Tustin,
and Westminster, and 6 water agencies, East Orange County Water District, Golden
State Water Company, Irvine Ranch Water District, Mesa Water District, Serrano Water
District, and Yorba Linda Water District), MWDOC, County of Los Angeles, Water
Replenishment District of Southern California, The Metropolitan Water District of
Southern California, the members of the Santa Ana Watershed Project Authority, and
U.S. Army Corps of Engineers. OCWD is also the largest buyer of imported water
supplies from the local imported water wholesaler agency, MWDOC. The status of
shared projects and facilities is well-documented to support the services provided by
OCWD.

Partnership opportunities are expected for the future, which may include but are not
limited to, a second emergency connection to the South Orange County water
agencies, addressing seawater intrusion at the “Sunset Gap” and/or “Bolsa Gap,”
securing funding for the 19 Groundwater Producers to construct water treatment
systems to address PFAS contamination in wells, and paying one-half of all PFAS
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treatment system operation and maintenance (O&M) costs. The opportunities for

shared facilities continue to evolve at a sufficient pace for the purpose of supporting
the services provided by OCWD.

MSR DETERMINATION 6: Accountability for community service needs,
including governmental structure and operational efficiencies.

OCWD is an independent special district that serves 19 large Groundwater Producers,
many small producers, and roughly 2.44 million northern and central Orange County
residents, which are represented by the 10-member Board of Directors.

OCWD is accountable to the service needs of its community through Board-approved
policies that support the efficient and transparent operations of the agency. The Board
of Directors conducts public meetings twice a month and the Board Secretary ensures
compliance with the Brown Act. OCWD staff maintain a robust website that contains
a wide range of up-to-date information about the District’s meetings, programs, and
services, as well as social media, speaking engagements, and school-aged
educational programs.

As of October 2023, members of the Board of Directors are paid $330.75 per meeting
attended, up to 10 meetings per month. Board members are eligible for medical,
dental, vision, and life insurance benefits, and participating in 401(a) and 457 plans.

The District has received many awards for its efforts in providing useful information,
as well as promoting transparency and prudent fiscal practices; for example in 2020,
the Government Finance Officers Association awarded a Certificate of Achievement in
Excellence for OCWD’s Comprehensive Annual Finance Report and One Planet
awarded three gold medals for PR Campaign of the Year, Publicity Campaign of the
Year, and Marketing Campaign of the Year. In addition, awards were received for the
District’s virtual outreach efforts during the COVID-19 pandemic and an Outreach
Recognition Award from the Association of California Water Agencies. OCWD
demonstrates sufficient accountability to community service needs including its
governmental structure and operations that do not hinder the services provided to its
Service Area.
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MSR DETERMINATION 7: Any other matter related to effective or efficient
service delivery, as required by commission policy.

As part of its MSR and SOI update application to OC LAFCO, OCWD requested a
feasibility study of consolidation with MWDOC to be included with the MSR. The
findings of this analysis are provided in Chapter 5 of the MSR report.
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CHAPTER FOUR | OCWD SPHERE OF INFLUENCE REVIEW

4.0 Sphere of Influence History

Gov. Code Section 56076 defines Sphere of Influence as, “a plan for the probable
physical boundaries and service area of a local agency, as determined by the
commission.” The Sphere of Influence (SOI) for OCWD was originally adopted on
November 23, 1977; it was last modified in 2008 as part of the first cycle of MSRs, and
last reviewed by OC LAFCO on February 13, 2013 as part of the third cycle of MSRs.

The current SOI for OCWD totals 569 square miles, which includes 52 square miles of
ocean. Approximately 139 square miles of the SOI (on land) is outside of the District’s
current Service Area, as shown on Figure 2. OCWD does not have facilities nor provide
services beyond its current Service Area of 430 square miles. OCWD has indicated to
OC LAFCO that it does not request any changes to the SOI at this time, although it
should be acknowledged that OCWD has filed an application with OC LAFCO to conduct
an MSR that reviews the feasibility of the consolidation of the District and MWDOC.
Subsequent actions to the MSR initiated by either district may involve changes to the
respective SOls.

There are currently 11 DUCs within the SOI. They are all within OCWD Division 1 where
unincorporated County land abuts the Cities of Anaheim, Stanton, and Westminster.
Potable water service is provided to the DUCs by a combination of public water systems
that are members of OCWD (i.e., Groundwater Producers) and private water companies
on wells. There are no Williamson Act Contracts currently within the OCWD SOI.®

Since its formation in 1933, there have been approximately 45 separate annexations
affecting the OCWD jurisdictional boundary. The geographic span of OCWD’s Service
Area on land has increased nearly 50 percent from the original 162,676 acres to its
current Service Area of 241,920 acres. Sections 50 through 64 of the OCWD Act contain
the District’s annexation policy and procedures. Sections 65 through 74 of the OCWD
Act describe the District’s policy for the exclusion of lands from the District’s
jurisdictional boundary.

16 The California Land Conservation Act of 1965 (Williamson Act) enabled local governments to enter into contracts
with private landowners to restrict the use of their land to agricultural or related open space use, in return for
reduced tax assessment based on farming/open space instead of full market value.
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4.1 Present and Planned Land Uses

Figure 1 depicts the current OCWD SOl totaling approximately 569 square miles. The
land use authorities within the SOl include the County of Orange and the 27 incorporated
cities as shown in Table 8.

Table 8: Land Use Authorities in OCWD Sphere of Influence

ocwbD Incorporated Cities ‘ County of Orange @ Ocean Total ‘

SOI: Within 23 cities . , .
Service Area 343 sq.mi. 35 sqg.mi. 52 sg.mi. 430 sqg.mi.
SOI: Outside 13 cities , _
Service Area 49 sqg.mi. 90 sg.mi. 0 139 sq.mi.
27 cities . . .

Total 392 sq.mi. 125 sq mi. 52 sq.mi. 569 sg.mi.

Land use data was obtained from the cities and county as part of this analysis. Because
each agency categorizes land use types differently, each one was manually grouped into
simple categories of residential, commercial, industrial, public facilities, mixed use, right-
of-way, and open space. Results suggest that open space (including a combination of
conservation, recreational, agricultural, and water uses) making up 63 percent of the area
analyzed, is the predominant land use type within the SOI outside the Service Area.

Notably, a majority of the Cities of Laguna Woods and Lake Forest are within the OCWD
SOl but both are fully outside of the OCWD Service Area. El Toro Water District is the
potable water supplier to Laguna Woods and part of Lake Forest. Its water supply source
is 100 percent from MWD imported water purchased from MWDOC. Irvine Ranch Water
District provides potable water service to the portion of Lake Forest not served by El
Toro Water District. Its water supply comes mostly from groundwater in the OC
Groundwater Basin, as well as recycled water, surface water, and MWD imported water
purchased from MWDOC. The City of Laguna Hills is partially within the OCWD SOI but
receives its water from El Toro Water District.

One accomplishment of the May 14, 2008 SOI Update for OCWD was to align the SOI
closer to the Santa Ana River Watershed boundary in the southern part of the District
where “OCWD identified those lands that drain into and provide surface water that
replenishes the groundwater basin” (OC LAFCO 2008). To be clear, the District’s SOI
does not fully align with the watershed boundary; for example, the Laguna Coast
Wilderness Park is technically within the watershed, but because it drains away from the
Basin, the area was not included in the SOI modifications (OC LAFCO 2008, p. 2). In
addition, the watershed boundary is not coterminous with the OC Groundwater Basin
boundary (Figure 1), resulting in some communities that happen to be fully or partially
within the watershed boundary but are not within the groundwater basin; for example,
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Laguna Hills and Laguna Woods, and therefore are not receiving their water from the
Basin. Nonetheless, this study recommends no changes to the OCWD SOl and it should
remain as currently mapped by OC LAFCO (Figure 1). The land uses for the part of the
SOl that is outside of the OCWD Service Area and represents areas where no services
are provided by OCWD, is outlined in Table 9. The majority land use type in this area is
Open Space.
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Table 9: Land Use Types within OCWD Sphere of Influence but Outside of Service Area

d5
3 8
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Land Use ) £ s p © T = 3 3
> ‘® £ c c 8 = ® =
2 ® 2 > > 2 Q £ S
= = = ®© @®© () S O o
< < I - - 4 o > >4
(acres)
Commercial - - - 398 - 17 83 88 422 1 - - - 46 1,055
Industrial - - - 493 - 41 - 614 - - - - 31 1,179
Mixed Use - - - 248 - 50 262 363 - - - 33 - 956
Open Space* 43,555 6* 2,431 1,422* - 8,320 62* 328 2,313 295* 376" - - 238 59,346
Public Facilities 2,571 4 2 229 - 75 8 268 7 100 - - - 3,264
Residential 11,516 92 5 3,288 65 2,513 319 683 2,969 11 729 15 - - 22,235
Rights-of-way - 1 - - - 396 - 48 473 4 143 - - 96 1,161
Total (acres) 57,642 103 2,438 6,078 65 11,412 734 1,147 7,422 348 1,348 15 33 411 89,196

Notes: * When asterisk is included, Open Space includes recreational land uses in addition to preserved/conserved areas. Agriculture and Water Bodies are included in this category for Irvine.

Source: GIS data was obtained from each agency’s website or directly from city staff in December 2023. Values are rounded to nearest whole number.
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The land use designations shown in Table 9 represent the local jurisdiction’s currently
approved land use plan, which should ideally reflect the existing as well as the future
land uses planned for the area. Non-conforming land uses currently in-place would not
necessarily be represented in these land use totals and figures (e.g., homes in areas now
zoned for industrial, etc.).

The land uses for the OCWD Service Area are tallied on Table 10. This data was obtained
from agency websites and/or directly from agency staff in December 2023/January 2024.
Land use types were manually grouped into general categories to give an approximate
estimate of each. Open Space land uses (including water, active and passive parks, golf
courses, etc.) follows Residential land uses as the second most common type of land
use within the OCWD Service Area.
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Table 10: Land Use Types within OCWD Service Area
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22,199 29,032 15.6 5,210 8,045 4,257 461 11,692 11,464 18,972 30,754 899 3,601 8,794 17,820 3,416 14,018 | 7,134.59 | 1,985 1,346 6,336 208,000

Notes: Values are rounded to nearest whole number.

* When asterisk is included, Open Space includes recreational land uses in addition to preserved/conserved areas.

**Included in Mixed Use category.

Source: GIS data was obtained from each agency’s website or directly from city staff in December 2023.

(@) includes Specific Plan land use designation.

(b) includes Railroad land use designation.

(c) includes Agricultural land use designation.

(d) Values are net acres and therefore exclude unparcelled rights-of-way, including roadways and freeways, and parcels without land use designations.
(e) City of Fountain Valley General Plan EIR (June 2023) does not summarize land use areas other than the total area and the open space. Electronic files of the General Plan land use plan were not available.
(f) Includes 29 acres of vacant land of unknown designation.

(9) Includes 4,336 acres of Military land use type.
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According to the California Department of Conservation’s Farmland Mapping and
Monitoring Program, there are approximately 4,370 acres (7 square miles) outside the
Service Area and 6,142 acres (9.5 square miles) within the Service Area of Prime
Farmland, Farmland of Statewide Importance, Grazing Land, and Unique Farmland
within the SOI (based on best available data dated 2018), as summarized in Table 10
and shown on Figure 7.

Table 11: Mapped Farmland Categories in OCWD Sphere of Influence

Acres within OCWD Sphere of Acres within OCWD Sphere of
Influence Within Service Area Influence Outside of Service
(2018) Area (2018)

Farmland Categories

Prime Farmland

1,428 (2.2 sg.mi.)

660.3 (1.0 sg.mi.)

Farmland of Statewide
Importance

66 (0.1 sg.mi.)

239.3 (0.4 sg.mi.)

Unique Farmland

471 (0.7 sgq.mi.

1,158.2 (1.8 sgq.mi.)

Grazing Land

4,177 (6.5 sg.mi.

2,312.7 (3.6 sq.mi.)

Urban and Built-up Land

16,752.3 (26.2 sq.mi.)

Other Land

27,889 (44 sg.mi.

66,992.1 (105 sg.mi.)

Water

)
)
207,815 (325 sq.mi.)
)
)

2,219 (3.5 sg.mi.

631.5 (1.0 sg.mi.)

Ocean

31,457 (49 sq.mi.)

0

Total®

275,523 (430 sq.mi.)

88,746.2 (139 sq.mi.)

Prime Farmland

Farmland Definitions
Farmland with the best combination of physical and chemical features able to sustain
long term agricultural production. This land has the soil quality, growing season, and
moisture supply needed to produce sustained high yields. Land must have been used
for irrigated agricultural production at some time during the four years prior to the
mapping date.

Farmland of
Statewide
Importance

Farmland similar to Prime Farmland but with minor shortcomings, such as greater
slopes or less ability to store soil moisture. Land must have been used for irrigated
agricultural production at some time during the four years prior to the mapping date.

Unique Farmland

Farmland of lesser quality soils used for the production of the state's leading
agricultural crops. This land is usually irrigated but may include unirrigated orchards
or vineyards as found in some climatic zones in California. Land must have been
cropped at some time during the four years prior to the mapping date.

Grazing Land

Land on which the existing vegetation is suited to the grazing of livestock. This
category was developed in cooperation with the California Cattlemen's Association,
University of California Cooperative Extension, and other groups interested in the
extent of grazing activities.

Urban and Built-
up Land

Land occupied by structures with a building density of at least 1 unit to 1.5 acres, or
approximately 6 structures to a 10-acre parcel. This land is used for residential,
industrial, commercial, construction, institutional, public administration, railroad and
other transportation yards, cemeteries, airports, golf courses, sanitary landfills,
sewage treatment, water control structures, and other developed purposes.
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Land not included in any other mapping category. Common examples include low
density rural developments; brush, timber, wetland, and riparian areas not suitable for
livestock grazing; confined livestock, poultry or aquaculture facilities; strip mines,
borrow pits; and water bodies smaller than forty acres. Vacant and nonagricultural
land surrounded on all sides by urban development and greater than 40 acres is
mapped as Other Land.

Other Land

Water Area Perennial water bodies with an extent of at least 40 acres.

Source: California Department of Conservation Farmland Mapping and Monitoring Program Important
Farmland Categories website, https://www.conservation.ca.gov/dIrp/fmmp/Pages/Important-Farmland-
Categories.aspx.

(a) The area analyzed in this table is the same general area analyzed in the prior land use table (Table 7);
however, the total acreages do not match exactly which is attributable to boundaries representing
different time periods and rights-of-way.
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4.2 Present and Probable Need for Facilities and Services

OCWD'’s present need for facilities and services is represented by the 19 Groundwater
Producers and approximately 2.5 million residents in north and central Orange County
that receive part or all of their potable water from the OC Groundwater Basin. Probable
future needs are represented by the projected population growth in Table 3 and land use
plans in Tables 9 and 10 and Figure 6.

There is a present need for OCWD to remediate contamination within the soil and
groundwater of the Basin in order for Producers to use the groundwater. With regulatory
oversight from U.S. EPA, the District is targeting a plume of volatile organic compounds
(VOCs) that underlies portions of Fullerton, Anaheim, Placentia, and Buena Park (North
Basin Superfund Site.) A feasibility investigation is expected in 2024 that will guide a
remedial action plan. The District is also targeting VOC and perchlorate contamination
underlying portions of Irvine, Santa Ana, and Tustin (South Basin Groundwater
Protection Project). The remedial investigation and feasibility study are completed, and
the remedial action plan is undergoing CEQA review. This underscores the importance
of regular well monitoring and acting quickly to start the cleanup process.

Similar to the need to address contamination, brackish groundwater (when fresh water
is mixed with seawater) can render drinking water wells inoperable. Monitoring seawater
intrusion and taking actions to minimize the degree of intrusion is a present need for
OCWD. The District has two seawater barriers, the Alamitos and Talbert Barriers, which
were built in 1964 and 1975, respectively. The barriers are a line of injection wells where
recycled water is injected into the ground to push back the intrusion of seawater. The
District is investigating a third location called the Sunset Gap where monitoring data
suggests seawater has migrated inland and impacting a Huntington Beach well.

The facilities and projects the District has or is planning to have in order to meet present
and probable needs for groundwater from the Basin are listed in Tables 5 and 7 in
Sections 3.3 and 3.5 of the MSR report. To plan for future repairs and replacement of
existing facilities (i.e., probable needs), the District maintains an impressive Replacement
and Refurbishment (R&R) program model. The R&R model is interactive so that
assumptions/constraints can be changed before it forecasts what will be needed each
year in expenses. Funding for R&R projects comes primarily from RA revenue and a small
portion from investment revenue. Transfers to the R&R Fund from operational revenues
are increased by 7 percent each year. The model and listed assets are reviewed by
department heads annually in order to forecast expenses for things that have lifetimes
such as pumps, pipelines, and membranes. The model has about 1,700 entries in the
infrastructure asset list (infrastructure that can be repaired or replaced) and
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approximately 152 entries with expired useful lives (e.g., tractors purchased in 1985,
etc.).

Given recent increases in the cost of construction, according to the Engineering News
Record Construction Cost Index for Los Angeles, as shown in Chart 11, the District
should consider adjusting its model to reflect higher costs of construction as well as
delays in procuring equipment from overseas.

Chart 11 - Construction Cost Index, Jan. 2014 - Jan. 2024

Engineering News-Record Construction Cost Index for
Los Angeles - % Increase - Year over Year

20.00%
15.00%
10.00%
5.00%
0.00%
-5.00%

-10.00%
January, January, January, January, January, January, January, January, January, January, January,
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Total capital investment by the District as of 2022 was approximately $1 billion to $1.5
billion, which is a significant addition of assets to the R&R model, but not all of these
assets will need to be repaired or replaced. The R&R model currently forecasts that
sufficient funding will be available for the repairs and replacement needed for the next
25 years, including the recent capital investments.

The R&R model is one method the District uses to plan for present and probable needs
for facilities and services within its jurisdiction. Another method is the annual Capital
Improvement Program (CIP). The CIP is a five-year budget for a list of OCWD projects
identified to support its mission. Being on the list does not guarantee a project will
proceed; several stages of approval by the Board of Directors will bring a project to
fruition. In the fiscal year 2023-2024 budget, the CIP has 19 projects totaling $101.1
million. Funding for the CIP comes from long-term debt, grants, and $47.7 million of the
FY 23-24 budget will come from RA revenue or current revenue (called “PAYGQO”) to
minimize debt service costs.
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Of OCWD’s 19 CIP projects, 13 are PFAS treatment systems for Irvine Ranch Water
District and East Orange County Water District, and the Cities of Anaheim, Tustin,
Orange, Fullerton, Santa Ana, and Garden Grove. Two CIP projects are related to
seawater intrusion, one is for modernizing in-house research and development
equipment, two projects are related to remediation of contaminated soil or groundwater,
and the last CIP project is constructing monitoring wells (FY23-24 Budget, Table 8-2).
The CIP projects demonstrate current priorities for the future that address both present
and probable need, as well as the planned funding sources.

There is a present need from the Groundwater Producers to equip wells with treatment
methods that will reduce certain PFAS chemicals in anticipation of a federal limit to be
issued by the U.S. EPA. Since 2020, OCWD has planned for PFAS treatment systems.
Initially, 61 wells needed treatment and up to 200 wells could be impacted at a cost of
$550 million to OCWD if U.S. EPA establishes a 4 ppt MCL. Currently, 30 of the 61 wells
are back in operation with treatment, another 22 are under construction, and the
remaining wells are in design. Each PFAS treatment system project requires roughly 2.5
years from design to construction, at a cost of roughly $5 million each. Another 45 wells
are planned for completion in the next few years. It is fortunate for all water agencies
facing this scenario that PFAS can be removed with known and tested technology.
Considering that the District’s current reserves are about $247 million (projected year-
end fiscal year 2022-2023), the cost for OCWD to meet the MCL will need to be a
dominant component of both the budget and grant procurement for the next several
years. Increases in the RA to cover this cost are planned in the amount of 10 percent
annually for 2-3 years.

For fiscal year 2023-2024, OCWD has budgeted $3.5 million for its share of PFAS O&M
expenses and grant funding revenue in the amount of at least $5 million to help defray
the cost to meet this future MCL. The U.S. EPA Water Infrastructure Finance and
Innovation Act (WIFIA) program awarded the District a low-interest loan that OCWD can
also use for PFAS treatment systems expenses. Although OCWD is party to a class-
action lawsuit against the manufacturers of PFAS chemicals, OCWD’s fiscal year 2023-
2024 budget conservatively plans for zero settlement monies to be received.

To meet the need for the service it provides, OCWD invests in projects that recharge
more water into the Basin and projects that improve the quality of the water pumped
from the Basin. The GWRS and Green Acres Project collaborations with OC San, for
example, currently meet the demands of 83 mgd and 3.4 mgd of recycled water that is
suitable for groundwater recharge and irrigation, respectively (Table 5). Operating these
projects at full capacity could produce up to 130 mgd and 7.5 mgd of supply,
respectively (Table 5). If these projects were not in place, then effluent from OC San
would be discharged to the ocean and it would not benefit the Basin. Irrigation water
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would have been supplied from potable water. An equivalent amount of water supply
would have to be obtained from elsewhere to recharge the Basin and to irrigate, such as
purchasing more imported water or diverting more surface water; or another approach
could be decreases in the BPP combined with increases in the RA and BEA to incentivize
less pumping depending on how much overdraft was occurring.

Reclamation and reuse of wastewater that would have otherwise been discharged to the
ocean is one way the District is planning for present and probable needs for its services.
Another method is working with the U.S. Army Corps of Engineers (USACE) at Prado
Dam to find ways to increase the amount of water that can be stored behind Prado Dam.
OCWD owns the land behind the dam and holds the water rights, but USACE operates
the dam. OCWD estimates approximately 7,000 AFY of storm flows could be captured
that would have otherwise been released downstream to the ocean. This is done with a
management strategy called Forecast Informed Reservoir Operations (FIRO) to better
inform the USACE when to release or retain water behind the dam by using better
weather forecasts. For example, a pending storm might normally trigger a release of
water to meet a set reservoir depth, but with FIRO, the forecast will guide the release
volume to maximize the volume that can be held behind the dam and to avoid releases
that are not necessary. FIRO is still being tested by USACE and other agencies. OCWD’s
proactive involvement in testing this new operational strategy speaks to planning for
present and future needs for recharge water.

OCWD has not indicated an intention at this time to apply for or request changes to its
Service Area boundary, nor its SOl boundary. If OCWD has a reason in the future to
request a change in its Service Area boundary or its SOl boundary, then an application
to OC LAFCO will be required. Because the District does not provide services outside of
its Service Area, it does not have present or planned needs beyond those already
planned for.

The City of Brea is within OCWD’s SOI but is not within the District’s existing Service
Area and therefore Brea is not one of OCWD’s 19 Groundwater Producers. At this time,
the aforementioned conditions described in the May 14, 2008 SOI Update (see Section
3.0) have not occurred (i.e., groundwater flowing into the OC Groundwater Basin from
Brea and subsequent groundwater pumping by Brea). In addition, the existing OCWD
Annexation Policy only allows annexation of land into the Service Area from the District’s
existing 19 Producers, of which Brea is not a part. Therefore, no probable need for
expansion of the Service Area into Brea is known at this time.

Based on the information reviewed for this study, OCWD demonstrates adequate
facilities and planning efforts to meet present and probable needs for services in the
future through financial, maintenance, and operational planning activities.
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4.3 Present Capacity and Adequacy of Facilities and Services

The present capacity of facilities and services provided by OCWD within its Service Area
are discussed in Section 3.3 (Table 5). According to OCWD, the District has no facilities
and provides no services within the portion of its SOI that is outside of the Service Area.
If a need arises for facilities and services to extend beyond the current Service Area and
into the SOI, then OCWD will need to prepare appropriate studies to determine adequate
capacity to meet expected demands, as well as request annexation from OC LAFCO.

The sources of water supply for the Basin include Santa Ana River flows, rainfall,
recycled water, and imported water. The District makes a projection each year of what
it expects to get from each of these sources. Constraints on these supplies include
droughts, reductions in river flows, water quality limitations, and restrictions on available
imported water supplies. On the other hand, as urbanization continues upstream of
Prado Dam, more flows in the river are expected in the form of base flow (i.e., wastewater
discharges) and storm flows (i.e., from more impervious surfaces). But when storm flows
exceed the capacity of diversion facilities, river water that would have been recharged is
lost to the ocean.

Water Rights and Entitlements

OCWD has certain water rights and entitlements that define maximum thresholds for
water supplies. First, OCWD has a right to an average of 42,000 AFY of base flow at
Prado Dam and all storm flow reaching Prado according to the 1969 Judgment.'” For
reference, the actual base flow plus storm flow from the Santa Ana River in WY 21-22
was 108,200 AF. OCWD also holds a permit from the State Water Resources Control
Board (SWRCB) for an appropriative water right to divert water from the Santa Ana River
for groundwater recharge in the amount of 362,000 AFY (A031174). The District’s request
for an additional 143,000 AFY is held in abeyance (A031174B) until the facilities to
capture this additional amount are completed.

In 2023, OCWD submitted a report to SWRCB indicating the completion of projects so
that an additional 49,980 afy can be diverted and stored. The SWRCB is currently
reviewing the request to include this amount in the granted 362,000 afy, potentially
raising OCWD's water right to 411,980 afy, with the remaining 93,020 afy still in
abeyance. Discussions with the SWRCB are ongoing, exploring the possibility of
granting OCWD more time to further expand its diversion and storage capacity, further
augmenting its water rights to Santa Ana River flows at Prado Dam.

17 Orange County Water District v. City of Chino, et al., Case No. 117628-County of Orange, entered by the court on
April 17, 1969. The Judgment became effective on October 1, 1970.
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In addition to the Santa Ana River, OCWD has a diversion permit issued by SWRCB on
September 25, 1984 to divert water from Santiago Creek and Alameda Storm Channel
to the Santiago Basin (A027261).

OCWD has an entitlement as a member agency of MWDOC to purchase MWD imported
water from MWDOC. The maximum purchase amount would be equivalent to the
maximum amount that could be recharged, which is about 300,000 AFY if all of the
recharge basins were emptied, and therefore unrealistic. OCWD purchases what it can
put to use, which varies from year to year.

OCWD has an entitlement to the recycled water produced by the GWRS facility, which
was expanded in January 2023 from 100 mgd to 130 mgd of treatment capacity. The
amount produced by GWRS is limited by the amount provided by OC San, not including
treatment losses. For example, 175 mgd from OC San converts to 130 mgd from GWRS.
When OC San completes construction at Plant 2, then recycled water produced by
GWRS will increase up to 130 mgd.

Present Capacity

At the end of WY 2021-2022, a shortfall of 10,000 AF existed as the difference between
the volume pumped and the volume replenished in the Basin. With this shortfall, the
Basin held 258,000 AF of the maximum 500,000 AF. The largest discrepancy between
the District’s projected and actual water supplies for WY 2021-2022 occurred in
Incidental Recharge, which represents rainfall. In WY 2021-2022, roughly half of the 35-
year rainfall average fell at the OCWD offices, resulting in 35,600 AF of anticipated water
that did not materialize. Had the rainfall occurred, OCWD would have had capacity for it
in the recharge facilities and in the Basin. Instead, OCWD purchased water for recharge
from MWDOC in the amount of 23,000 AF.

Adequacy of Facilities and Services

The Basin was refilled by OCWD in the four years prior to WY 2021-2022 because they
were wet years, and filling in wet years to draw down in dry years is the planned
operational strategy for the Basin. The District’s existing water rights and entitlements
have provided for sufficient ability to replenish the Basin and maintain the ability of
producers to pump what they require. Combined with the District’s mission to procure
as many local sources of water supply as economically as possible including planned
increases in river water diversions and GWRS production of recycled water that are well
within the District’s rights and entitlements will bolster the District’s ability to meet its
mission into the future.

Any applications to OC LAFCO that would change a SOI resulting from this study’s
findings will warrant another review of the adequacy of facilities and services.
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4.4 Social or Economic Communities of Interest

Unincorporated County

There are approximately 35 square miles of unincorporated County within the District’s
430-square mile Service Area, including 0.85-square mile (541 acres) of DUCs (Figure
4). Potable water is supplied to land uses within unincorporated areas by local retail
water providers, both large and small (i.e., Groundwater Producers and mutual water
companies). It is the responsibility of the local retail water provider to maintain a
functioning distribution system that delivers water that meets state and federal drinking
water standards. OCWD has shown itself to be a good partner to the Groundwater
Producers for collaborations on projects that have mutual benefits.

DUCs

Disadvantaged unincorporated communities (DUCs) are communities located in both an
unincorporated county area and a census block reporting a median household income
that is 80 percent or less than the statewide median household income. The CDR
assisted in this study to determine 11 DUCs within the OCWD SOI that meet these
criteria (Figure 4). They are all located within Division 1 of the OCWD Service Area and
total 0.85 square mile (541 acres). The water suppliers to the DUCs include the Cities of
Anaheim and Westminster, Golden State Water Company and four mutual water
companies.

OCWD’s Monitoring Program includes the wells used by the water suppliers to the
DUCs. Water quality testing is performed, and pumping rates are recorded every 6
months by OCWD in order to monitor the quality and quantity of water in the Basin.
Mutual water companies are discussed in detail in the following section.

Mutual Water Companies

Mutual water companies are private, not-for-profit organizations that are organized
under California Corporations Code 14300. They are regulated by the U.S. EPA Safe
Drinking Water Act, California Department of Public Health, State Water Resources
Control Board, California Water Code, and Health and Safety Code and they report their
boundaries to LAFCOs. Mutual water companies have shareholders instead of
customers and annual shareholders’ meetings with financial reports must be held. They
are typically small in size and were often organized at a time when there was not a
regional public water system available to connect to and they often rely on a limited
supply source, such as one well. There are currently nine mutual water companies within
the OCWD SOl, as shown in Table 12.
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Table 12: Mutual Water Companies in OCWD Sphere of Influence

Mutual Water In OCWD’s WY 21-22 Non-
Combany Name City or County System Number Monitoring Irrigation Pumping

pany Program?@ (AF)©

Crescent Water Anaheim CA3000811 No <25

Association

Eastside Water Unincorporated CA3010008 Yes 201.8

Association®

Hynes Estates

Mutual Water Unincorporated CA3000519 Yes 79.4

Company®

Knott’s Berry Buena Park CA3000734 Yes 197.2

Farm

Liberty Park |} \ntington Beach | CA3000618 Yes <25

Water Association

Los Alamitos

Race Track Cypress CA3000819 Yes 2451

Midway City

Mutual Water Unincorporated CA3010097 Yes 100.2

Company®

Page Avenue

Mutual Water Fullerton CA3000585 Yes <25

Company

South Midway

City Mutual Water Unincorporated CA3000825 Yes 71.2

Company®

Notes: WY = Water Year; AF = acre-feet

Recent consolidations include: Diamond Park Mutual Water Company with City of Santa Ana; Houston Avenue
Water Association with City of Anaheim; and Old Pirate Lane Water Company with City of Huntington Beach.

(@) According to the list provided in Appendix A of the 2017 Basin 8-1 Alternative.

(b) Mutual water companies with shareholders located in at least one of the DUCs in the OCWD SOI.

(c) The BPP applies to producers who pump more than 25 AF per WY.

The companies in Table 12 are a mix of small producers that pump less than 25 AF of
water per year and those who pump more but are not one of the large producers. The
wells utilized by all but one of these mutual water companies are included in the OCWD
Monitoring Program and meter data is collected by OCWD every 6 months to account
for how much they pump from the Basin. However, OCWD is not actively testing their
water quality on a regular basis for concentrations of PFAS.

Senate Bill (SB) 88 (2015) added sections 16680-116684 to the California Health and
Safety Code, allowing the State Water Resources Control Board to require certain water
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systems that consistently fail to provide safe drinking water to consolidate with, or
receive an extension of service from, another public water system. The consolidation
can be physical or managerial. SB 552 (2016) expands the state’s authority to include
state small water systems and mobile home parks. The state has long encouraged the
voluntary consolidation of public water systems where possible but mandatory
consolidation can only be used when all of the following criteria are met: located in a
disadvantaged community, “documented” water quality or quantity issue exists; and a
functional water system is nearby that can serve the subsumed system (Fact Sheet
2021).

The current ability or functionality of the mutual water companies listed in Table 12 was
not investigated for this study nor were their water quality test results. OCWD previously
assisted with the consolidation of a failing private water system with the City of Santa
Ana (Diamond Park Mutual Water Company) in 2014. Santa Ana was willing to subsume
the mutual water company and secured funds for new piping and infrastructure to
upgrade the system and decommission the company’s well. OCWD has tested small
producers for PFAS in a few isolated instances when the small producer received an
order to do so from state regulators (PC(3)).

Nothing in the OCWD Act appears to restrict the District from engaging with mutual water
companies within its jurisdiction for the benefit of the basin, specifically, to “act jointly
with or cooperate with...private corporations...to carry out the provisions and purposes
of this act” (Section 2, Item 11). To the extent that it is feasible, OC LAFCO can engage
with the State Water Resources Control Board and mutual water companies in Orange
County on funding opportunities to review facilities, costs, and rates and identify
potential service alternatives to facilitate adequate and quality water to the respective
communities. Any applications to OC LAFCO resulting from this study’s findings that
would change an SOI will warrant another review of social or economic communities of
interest.

4.5 Present and Probable Need for Services to DUCs

A total of 11 DUCs have been identified in Division 1 of OCWD’s Service Area as
discussed in Section 4.4. In addition, five mutual water companies are within the OCWD
SOl in addition to the four that serve portions of the DUCs (Table 12). There is a probable
need in the future for consolidation of the mutual water companies that serve portions
of certain DUCs with their neighboring large public water supplier. When the proposed
MCL for PFAS (specifically, PFOA and PFOS) of 4 ppt goes into effect, small producers
will be testing their water for this constituent, and then based on the results weighing
their options. In light of this, this study recommends OCWD to avail its technical
resources if requested by the small producers in disadvantaged areas, particularly the
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11 DUCs. Technical resources could include water quality testing services and/or
navigating the guidance and funding opportunities the State provides to small producers
to fund treatment systems or to consolidate. If at such time any of the mutuals within the
DUCs (and the Service Area) initiates consolidation with their neighboring public system,
then this study recommends OCWD to assist in the process if requested.

Any applications to OC LAFCO resulting from this study’s findings that would change a
SOl will warrant another review of present and probable needs for services within DUCs.
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SOl STATEMENT OF DETERMINATIONS

OC LAFCO first established the sphere of influence (SOI) of the Orange County Water
District in 1977. Since that time, the District’s SOl has been reviewed in conjunction with
boundary change applications and during the preparation of previous MSRs. The most
recent comprehensive review of the District’s SOl was completed in 2013. This section
includes the Statement of Determinations for the 2024 review of OCWD’s SOI. The five
statutory determinations are examined in more detail in Chapter 4 of this report.

RECOMMENDATION:

Staff recommends the Commission adopt the Statement of Determinations to reaffirm
the SOI as shown on Exhibit 2. The SOI would need to be revisited as part of any future
District reorganization or consolidation application.

Remainder of page intentionally blank
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Exhibit 2
Orange County Water District
Sphere of Influence (SOI)
STATEMENT OF DETERMINATIONS

SOI DETERMINATION 1: The present and planned land uses in the area,
including agricultural and open space lands

The Sphere of Influence (SOI) of Orange County Water District (OCWD) is 569 square
miles. The SOI contains 52 square miles of ocean, 125 square miles of unincorporated
county, and 392 square miles of 27 incorporated cities. The OCWD Service Area is
430 square miles containing 35 square miles of unincorporated county, 52 square
miles of ocean, and 343 square miles of 23 incorporated cities. Open space land uses
make up the majority of the Service Area and the SOI. According to the latest data
from California Department of Conservation’s Farmland Mapping and Monitoring
Program (dated 2018), there are approximately 3.2 square miles of Prime Farmland,
0.5 square mile of Farmland of Statewide Importance, 10.1 square miles of Grazing
Land, and 2.5 square miles of Unique Farmland within the SOI for a total of 16.3 square
miles, or 3 percent of the SOI area. The remaining area is mapped as Other Land (149
square miles), Water (4.5 square miles), and Urban Built-Up Land (351.2 square miles).

OCWD does not have land use authority and relies on the General Plans of the county
and cities within its boundaries for accurate information on the present and planned
land uses of the areas within the Service Area and SOI. In cooperation with the Center
for Demographic Research at California State University, Fullerton, OCWD monitors
land use changes within its Service Area. Because OCWD does not provide services
outside of the Service Area, it is presumed the retail water suppliers that serve the SOI
beyond the OCWD Service Area track land use changes and water demands within
their respective service areas. OCWD is not requesting changes to its Service Area or
SOl.

Pursuant to OCWD’s application to OC LAFCO, a feasibility study of consolidation
between OCWD and MWDOC is underway. If a subsequent application to OC LAFCO
is filed in response to the feasibility study, then the SOI of both entities would be
reviewed again.
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Exhibit 2
Orange County Water District
Sphere of Influence (SOI)
STATEMENT OF DETERMINATIONS

SOI DETERMINATION 2: The present and probable need for public facilities
and services in the area

To continue its mission, OCWD has a present need for targeting areas of groundwater
contamination and for adding PFAS treatment systems to affected wells. The District’s
fiscal year 2023-2024 budget and Capital Improvement Program (CIP), which is guided
by the District’s Replacement and Refurbishment (R&R) Model, lists 15 of the 19 total
CIP projects that target these present needs. PFAS treatment will be a dominant
component of the District’s budget into the future. There is also present need to have
facilities that capture more of the Santa Ana River base flows and storm flows once
they pass Prado Dam. The District is working to expand river diversion efforts even
further, to up to 505,000 AFY so that more of the wet year storm events can replenish
the basin instead of flowing to the ocean. There is also a present need to address
seawater intrusion occurring in the Sunset Gap in Huntington Beach.

OCWD facilities and services are limited to its Service Area. The District is not
requesting changes to its services, Service Area, or sphere of influence as part of this
review. If the need becomes apparent in the future to alter the OCWD Service Area
and/or SOl boundary, then OCWD will have to undertake appropriate studies to assess
the extent of water service demand involving the Basin and submit an application to
OC LAFCO for approval of such changes.

During the course of our review, a potential update to the OCWD Service Area was
noted. As shown on Figure 2, there are three gaps or holes in the OCWD Service Area
that are located within the City of Newport Beach. They total 31 acres and are fully
within the SOI of OCWD and completely surrounded by OCWD Service Area. OCWD
has indicated they have no reason not to include these areas in their official Service
Area and recognizes that further research would need to be conducted prior to
submitting an annexation application to OC LAFCO for review and processing.

Pursuant to OCWD’s application to OC LAFCO, a feasibility study of consolidation
between OCWD and MWDOC is underway. If a subsequent application to OC LAFCO
is filed in response to the feasibility study, then the SOI of both entities would be
reviewed again.
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Exhibit 2
Orange County Water District
Sphere of Influence (SOI)
STATEMENT OF DETERMINATIONS

SOI DETERMINATION 3: The present capacity of public facilities and adequacy
of public services that the agency provides or is authorized to provide

The capacity of OCWD’s infrastructure to manage the basin sufficiently was
demonstrated in WY 2022-2023 when rainfall exceed 158 percent of the long-term
average. By the end of June 2022, more water was recharged than anticipated
resulting in filling the Basin with an additional 69,000 AF, despite some losses to the
ocean. Therefore, the District’s capacity is commensurate with the population it
currently serves. The District’s planning efforts are demonstrated in the annual
Comprehensive Financial Report, Annual Budget, and CIP by identifying the resources
required to repair, replace, and expand facilities in order to meet its stated mission.

In terms of supply capacity, the District has many water rights and entitlements to
water supplies. OCWD recharge basins have a maximum capacity potential of 300,000
AF per year, if all are starting from empty. Furthermore, the District has a water rights
permit from the State Water Resources Control Board for diverting up to 362,000 AFY
of Santa Ana River base flows and storm flows, with another 143,000 AFY held in
abeyance. OCWD submitted a request in 2023 to the State Water Board containing a
list of completed projects that would enable the District to divert an additional 49,980
AFY. If approved, this would increase the water right to 411,980 AFY, with 93,020 AFY
still in abeyance. The District is also entitled to receive up to 130 million gallons per
day from the Groundwater Replenishment System (GWRS), as well as entitlements to
recycled water from OC San for the Green Acres Project and recycled water from the
Water Replenishment District of Southern California for the Alamitos Barrier Project.
OCWD will need to continue to budget for maintenance and expansions of capacity
as infrastructure ages, regulations change, and collaboration opportunities arise.

Pursuant to OCWD'’s application to OC LAFCO, a feasibility study of consolidation
between OCWD and MWDOC is underway. If a subsequent application to OC LAFCO
is filed in response to the feasibility study, then the SOI of both entities would be
reviewed again.
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Exhibit 2
Orange County Water District
Sphere of Influence (SOI)
STATEMENT OF DETERMINATIONS

SOI DETERMINATION 4: The existence of any social or economic communities
of interest in the area, if the Commission determines that they are relevant to
the agency

OCWD is charged with managing the water supply of the Orange County Groundwater
Basin within its sphere of influence area of 569 square miles. The 19 Groundwater
Producers supply the majority of water to the 2.44 million residents within the service
area. A total of nine mutual water companies are also within the OCWD Service Area.
A total of 11 Disadvantaged Unincorporated Communities (DUCs) were identified
within the OCWD Service Area as part of this study. Land uses within the DUCs receive
their potable water service from the Cities of Anaheim, Westminster, and Golden State
Water Company, and four mutual water companies. Areas of unincorporated Orange
County, the 11 DUCs, and the nine mutual water companies within the OCWD Service
Area are considered communities of interest. OCWD is a wholesale entity and does
not provide water directly to customers, so it is not responsible for the provision of
retail water service to these communities of interest. Noting that OCWD has been an
excellent partner to its retail agencies in the past, it is recommended that OCWD
continue to do so by providing a reasonable level of technical assistance to the water
providers of these communities of interest when requested.

Pursuant to OCWD'’s application to OC LAFCO, a feasibility study of consolidation
between OCWD and MWDOC is underway. If a subsequent application to OC LAFCO
is filed in response to the feasibility study, then the communities of interest of both
entities would be reviewed again.
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Exhibit 2
Orange County Water District
Sphere of Influence (SOI)
STATEMENT OF DETERMINATIONS

SOI DETERMINATION 5: If a city or special district provides public facilities or
services related to sewers, municipal and industrial water, or structural fire
protection, the present and probable need for those facilities and services of
any disadvantaged unincorporated communities within the existing sphere of
influence

A total of 11 DUCs are identified within Division 1 of the OCWD Service Area based on
the current statewide median household income threshold and the census block
boundaries. The retail water suppliers to the DUCs are responsible for the provision
of water service and are responsible for the present and future potable water facilities
to serve individual customers, not OCWD. The water demands of the water suppliers
within the DUCs are accounted for in OCWD’s planning projections of water demands.
Furthermore, OCWD includes the wells that service the DUCs in its Monitoring
Program. In light of pending changes to water quality regulations, it is recommended
that OCWD continue to support retailers within its Service Area by providing a
reasonable level of technical assistance to the water providers to the DUCs when
requested. Additionally, OC LAFCO can engage or facilitate an effort with the State
and the private mutual water companies of Orange County on a review of facilities,
associated costs, and rates to find opportunities for efficiencies.

Pursuant to OCWD’s application to OC LAFCO, a feasibility study of consolidation
between OCWD and MWDOC is underway. If a subsequent application to OC LAFCO
is filed in response to the feasibility study, then the present and probably need for
facilities and services of any DUCs for both entities would be reviewed again.
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CHAPTER FIVE | CONSOLIDATION FEASIBILITY STUDY

5.1 Background

On October 4, 2022, OCWD submitted an application with OC LAFCO to prepare a
Comprehensive MSR including a feasibility analysis of the consolidation of OCWD and
MWDOC. The current Sphere of Influence of MWDOC is shown in Figure 8. MWDOC
serves an area of approximately 600 square miles over most of Orange County (except
the Cities of Anaheim, Fullerton, and Santa Ana). MWDOC provides imported water to
27 member agencies with a seven-member Board of Directors, with each member
representing a division elected to a four-year term by voters within their division
(September 9, 2020, MWDOC MSR, p. 10). OCWD’s Sphere of Influence and MWDOC’s
Sphere of Influence are shown on Figure 9.

OCWD’s application to OC LAFCO was submitted following a June 2022 report prepared
by the Orange County Grand Jury entitled, Water in Orange County Needs “One Voice.”
The Grand Jury report discusses the consolidation of OCWD and MWDOC into a single
County wholesale water agency to increase the efficiency and effectiveness in delivering
imported water and groundwater, major infrastructure investments, development of
forward-thinking policies and practices, and opportunities at the local, State, and federal
levels in legislation, policy making and receiving subsidies and grants.

There has been a total of four such reports from the Orange County Grand Jury (1982,
1994, 2013, and 2022); two recommended a single wholesale agency (1982 and 2022)
and two recommended staying separate (1994 and 2013).28In addition, an April 1994
Wholesale Water Agency Reorganization Study prepared jointly by Coastal Municipal
Water District, MWDOC, and OCWD, “did not come to unanimous agreement on a single
option [but] several relevant conclusions and recommendations were reached”
(WWAPG, 1994).

18 Source: MWDOC and OCWD Relations & OCWD’s LAFCO Focused MSR Study presentation at MWDOC Board
Study Session, April 28, 2023, p.16.
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Merging of the two entities was also discussed in OC LAFCO reports, including the
August 2009 Governance Study for the Municipal Water District of Orange County (OC
LAFCO 2009) and September 2006 OCWD MSR/SOI Study (OC LAFCO 2006). The
September 2006 OCWD MSR/SOI Study did not have a fiscal analysis but based on
stakeholder discussions determined consolidation with MWDOC would not be feasible
for the following reasons (OCWD 2006, p. 56):

e Implementing it would take an act of legislation because it involves changing
OCWD'’s principal act.

e Merging these two agencies would not necessarily achieve great efficiencies in
overall management of water resources in Orange County.

o Keeping these two agencies separate maintains an important check and balance
system, preventing one agency from having control over water supply for the
entire County.

The 2009 MWDOC Governance Study concluded, “that only two governance structure
options, ‘MWDOC Baseline’ (or maintain status quo) and ‘Reorganization of South
County Agencies to Form a County Water Authority’ are viable within the constraints
imposed by existing law” (p. 78). A fiscal analysis was also not prepared as part of this
study and alternatives that required changes to existing law were “parked” based on
input from the stakeholders.

An MSR for OCWD was last conducted by OC LAFCO in 2013, which did not include a
discussion of consolidation. The most recent MSR for MWDOC was completed in 2020,
which also did not include a discussion of consolidation of the agencies.

5.2 Scope of Work

The scope of work for this study includes, but is not limited to, Gov Code Sections
56653, 56700, 56826.5, 56865, 57150(d), 57500, 57502, 57077.2 as well as the following
topics:

e Fiscal sustainability of consolidating OCWD and MWDOC operations,
infrastructure, programs, contracts and agreements, retirement plans, and other
obligations through evaluation of each District’s revenues and expenditures;
audited financials; rates, fees, and assessments; rate studies and projections;
debt obligations; current and projected staffing levels; and transition cost
projections involving consolidation; and

e Potential benefits of consolidation.
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5.3 Fiscal Sustainability of Consolidation

Fiscal sustainability is the ability of an agency to continue meeting its current obligations
and expenditures without defaulting. Maintaining fiscal sustainability requires informed
planning of future revenues and liabilities taking into account the many influencing
factors that can drive prices up or down such as water rates and availability, equipment
costs, and weather forecasts. To inform whether a consolidation of OCWD and MWDOC
would be fiscally sustainable, this study begins with establishing a combined baseline of
average expenses and revenues for operations, infrastructure, programs, contracts and
agreements, retirement plans, and other obligations of both agencies. The baseline
budget is then used to discern whether costs or savings could result for the Successor
Agency upon consolidation. In this study, fiscal sustainability is measured through the
effects of combining of employees, eliminating certain redundant staff positions,
reducing overhead costs, reducing the number of board members, and modifying
employee benefits.

Budget Comparison and Analysis

The baseline budget information used in this analysis is a three-year average of each
agency’s board-adopted budgets for Fiscal Years 2021-22, 2022-23, and 2023-24.
Using an average baseline budget reduces potential bias that may be introduced by a
data outlier in any one year. The three-year average budget of each agency and their
combined sum are shown in Table 13. Through consultation with staff from each agency,
similar line items were grouped together into similar subgroups (e.g., “Salaries & Wages,”
“Employee Benefits,” etc.) to compare each agency’s unique budget side-by-side.
Therefore, some budget line items appear without value; for example, Column 3, Lines
3 through 7 have no budget because MWDOC does not have those line items in its
budget for the last three fiscal years. Rather, those expenses for MWDOC are grouped
into Lines 1 and 2, or they are simply not applicable as is the case with Line 5, Capitalized
Salaries. Refer to Appendix A for descriptions of line items that have no assigned value
in Table 13.

Table 13: Three-Year Average of Adopted Budget Expenses for OCWD and
MWDOC

Column 5
Total Combined
Expenses ©

Column 4
MWDOC OCWD
Expenses ® Expenses

Column 2 ‘ Column 3

Item Description®®

Salaries & Wages
1 Salaries & Wages $4,581,009 | $27,109,293 $31,690,302
2 less for Recovery from Grants ($22,888) $0 ($22,888)
3 Overtime $0 $681,610 $681,610
4 Payroll Taxes $0 $460,440 $460,440
5 Capitalized Salaries $0 ($349,748) ($349,748)
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Column 2

Column 3
MWDOC

Column 4
OCWD

Column 5
Total Combined

Item Description'®

Expenses ®

Expenses ®

Expenses ©

6 Temporary Workers - General Total $0 $149,167 $149,167
7 Expense - Contra $0 ($73,333) ($73,333)
Subtotal $4,558,121 $27,977,429 $32,535,550
Employee Benefits
8 Employee Benefits $674,340 $4,518,881 $5,193,221
CALPERS Unfunded Liability
9 Contribution $207,000 $0 $207,000
Health Insurance Coverage for
10 Retirees $93,500 $5,859 $99,359
11 Retirement® $760,975 $4,550,184 $5,311,159
12 Capitalized Benefits $0 ($99,997) ($99,997)
13 Retiree Health Trust $0 $1,278,667 $1,278,667
Subtotal $1,735,815 $10,253,593 $11,989,409
Director Fees & Costs
14 Director Compensation $279,628 $359,100 $638,728
15 Director Benefits $132,891 $0 $132,891
16 MWD Representation $146,690 $0 $146,690
17 Election Expense $0 $133,000 $133,000
18 Contribution to Election Reserve $287,916 $0 $287,916
Subtotal $847,125 $492,100 $1,339,225
Insurance Expense
19 Insurance Expense $150,992 $695,567 $846,559
20 Insurance Refund $0 ($50,000) ($50,000)
21 Workers' Compensation $0 $455,704 $455,704
22 Claims Total $0 $5,333 $5,333
Subtotal $150,992 $1,106,604 $1,257,596
Office Supplies/Expense
23 Office Expense - General Total $0 $295,167 $295,167
Outside Printing, Subscription &
24 Books $87,567 $0 $87,567
25 Office Supplies $32,333 $0 $32,333
26 Postage / Mail Delivery $10,739 $0 $10,739
Subtotal $130,639 $295,167 $425,806
Supplies
27 Supplies - Water Loss Control $4,000 $0 $4,000
28 Business Expense $2,333 $0 $2,333
29 Chemicals - Polymer Total $0 $10,836,393 $10,836,393
30 Operational Supplies $0 $2,544,233 $2,544,233
Subtotal $6,333 $13,380,627 $13,386,960
Professional Fees
31 Legal Expense - General $233,917 $966,667 $1,200,583
32 Audit Expense $33,907 $0 $33,907
33 Outside Consulting Expense $365,667 $0 $365,667
34 Professional Fees $1,596,774 $0 $1,596,774
35 Professional Services - General Total $0 $2,183,980 $2,183,980
36 Legal Advertising Total $0 $4,667 $4,667
Professional Services - Engineer
37 Total $0 $673,333 $673,333
38 Lab Samples Analysis Total $0 $208,000 $208,000
39 Security Program Total $0 $445,867 $445,867
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Column 2 ‘

Item Description'®

Column 3
MWDOC
Expenses ®

Column 4
OCWD
Expenses ®

Column 5

Total Combined

Expenses ©

Subtotal $2,230,264 $4,482,513 $6,712,777
Rent
40 Rents & Leases $1,800 $0 $1,800
41 Rent Equipment - Gen Total $0 $50,733 $50,733
Subtotal $1,800 $50,733 $52,533
Vehicle Expense
Vehicle Expense - Water Loss
42 Control $8,381 $0 $8,381
43 Automotive & Toll Road Expenses $14,408 $0 $14,408
44 Gas & Diesel Fuel Total $0 $115,267 $115,267
45 Fuel - Off Road Total $0 $117,667 $117,667
Subtotal $22,789 $232,933 $255,723
Repairs & Maint
46 Maintenance Expense $164,220 $0 $164,220
47 Building Repair & Maintenance $20,752 $0 $20,752
48 Maint Equipment $0 $1,694,933 $1,694,933
49 Building Repair & Maintenance $0 $3,481,644 $3,481,644
Subtotal $184,972 $5,176,577 $5,361,549
Computer & Software
50 Software Support & Expense $130,690 $0 $130,690
51 Computer Maintenance $6,667 $0 $6,667
52 Computers and Equipment $36,800 $0 $36,800
53 Hardware/Software Total $0 $448,167 $448,167
Subtotal $174,157 $448,167 $622,324
Telephone Expense
54 Telecommunications Expense $44,323 $243,500 $287,823
Subtotal $44,323 $243,500 $287,823
Memberships
55 Membership / Sponsorship $152,085 $483,661 $635,746
56 CDR Participation $61,715 $0 $61,715
Subtotal $213,799 $483,661 $697,461
Conferences & Travel
57 Conference Expense - Staff $50,199 $0 $50,199
58 Conference Expense - Directors $21,272 $0 $21,272
59 Travel & Accommodations - Staff $87,450 $0 $87,450
60 Travel & Accommodations - Directors $32,183 $0 $32,183
61 Travel/Conference/Mileage Total $0 $138,800 $138,800
Subtotal $191,104 $138,800 $329,904
Utilities Exp
62 Utilities - Electricity Total $0 $910,000 $910,000
Utilities - Electricity (66Kv Fv Site
63 Sce) Total $0 $17,598,513 $17,598,513
Utilities Electrical Curtailment Power
64 Cr $0 ($933,333) ($933,333)
65 Utilities - Gas Total $0 $58,667 $58,667
66 Utilities - Water Total $0 $97,333 $97,333
Subtotal $0 | $17,731,179 $17,731,179
Training
67 Training Expense $47,000 $136,385 $183,385
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Column 2

Item Description'®
Tuition Reimbursement

Column 3

MWDOC
Expenses ®
$5,000

Column 4
OCWD
Expenses ®

$0

Column 5
Total Combined
Expenses ©
$5,000

Education Tuition Reimbursement

69 Total $0 $32,000 $32,000
70 Subscriptions Total $0 $38,233 $38,233
Subtotal $52,000 $206,618 $258,618
Misc Exp
71 Miscellaneous Expense $105,767 $2,250 $108,017
72 Temporary Help Expense $5,000 $0 $5,000
MWDOC's Contribution to WEROC:
73 Operations $283,314 $0 $283,314
74 WFB/County Banking Charge Total $0 $40,000 $40,000
Subtotal $394,081 $42,250 $436,331
Marketing
75 Event and Marketing $0 $1,056,617 $1,056,617
76 MWDOC Cost Share $0 ($6,000) ($6,000)
Subtotal $0 $1,050,617 $1,050,617
Inter-agency
77 Licenses And Permits Total $0 $93,179 $93,179
78 Inter Agency Total $0 $767,636 $767,636
79 Taxes & Assessments Total $0 $73,946 $73,946
Subtotal $0 $934,762 $934,762
Capital Acquisition
Capital Acquisition (excluding
80 building) $137,410 $0 $137,410
Capital Acq Prior Year Carryover
81 Credit ($1,934) $0 ($1,934)
Capital Projects (Debt & PAYGO
82 funded) $0 | $160,909,914 $160,909,914
83 New Equipment $0 $429,700 $429,700
Subtotal $135,476 | $161,339,614 $161,475,090
Building Expense
84 MWDOC's Building Expense $512,896 $0 $512,896
Building Expense Prior Year
85 Carryover Credit ($50,318) $0 ($50,318)
Subtotal $462,579 $0 $462,579
PFAS
86 PFAS O&M Expenditure $0 $3,087,667 $3,087,667
Subtotal $0 $3,087,667 $3,087,667
Water Expenses
87 Water Purchases $169,380,146 $9,011,156 $178,391,303
88 Local Resource Program Incentives ($4,789,759) $0 ($4,789,759)
89 Readiness-To-Serve Charge $12,017,805 $0 $12,017,805
90 Capacity Charge $4,981,793 $0 $4,981,793
91 SCP/SAC Pipeline Surcharge $330,333 $0 $330,333
Subtotal | $181,920,319 $9,011,156 $190,931,476
Debt Expenses
92 Debt Service $0 $42,048,787 $42,048,787
Subtotal $0 $42,048,787 $42,048,787

Replacement and Refurbishment
(R&R) Expenses
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Column 1 Column 2 Column 3 Column 4 Column 5
MWDOC OoCwWD Total Combined
Line Item Description® Expenses ® Expenses ® Expenses ©
93 R&R Fund Expenditures $0 $16,381,543 $16,381,543
94 Appropriation to R&R Reserves $0 $6,898,423 $6,898,423
Subtotal $0 $23,279,966 $23,279,966
Total $193,456,689 | $323,495,021 $516,951,711

(@) Line item descriptions in Column 2 appear exactly as written in each agency's budget. Similar line items were
grouped in consultation with each agency as part of this study.

(b) All values shown in this table are a three-year average of the respective agency’s last three years of adopted
budgets, including negative values (FY 21/22, FY 22/23. and FY 23/24).

(c) Column 5 is the sum of Columns 3 and 4. Refer to Appendix A for explanations of cells with no value.

(d) This line item includes retirement benefits for members of the OCWD Board of Directors. Members of the
MWDOC Board of Directors are not eligible to participate in the CalPERS retirement benefit that is provided to
MWDOC employees. Instead, they can participate in a 401(a) plan in lieu of FICA at a rate of 7.5% and participate in
the District’s deferred compensation retirement plan (457 plan) on a voluntary basis at their own cost.

As shown in Table 13, MWDOC'’s average budgeted expenses are about 60 percent of
OCWD’s average budgeted expenses. Combined, the average three-year budgets of the
two agencies total approximately $517 million.

Opportunities for Cost-Savings Upon Consolidation

Consolidating two agencies that provide similar services into a Successor Agency may
create redundancies in certain areas, such as governance, staffing, facilities, and
infrastructure. ldentifying where those redundancies exist is an important step in
determining opportunities for cost savings and efficiencies. One area that was identified
during this study was employee positions that would likely become redundant and
ultimately reorganized as a result of consolidation of the agencies. Logic dictates that
certain executive and administrative positions would become redundant upon
consolidation.

As stated in the FY 2023-24 board-adopted budgets, OCWD has 226 full-time equivalent
(FTE) positions and MWDOC has 38 FTE positions.' The executive level management
positions and supportive administrative positions employed by each agency that were
deemed potentially redundant upon consolidation are shown in Table 14. For this
finding, redundant means each agency had an employee with the same title or similar
role as the other agency that could be reorganized into a single position or eliminated as
a result of consolidation.

1 MWDOC Board of Directors’ Administration & Finance Committee Meeting on April 12, 2023, and OCWD Board
of Directors Meeting on April 19, 2023.
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Table 14: Summary of Potentially Redundant Employee Positions

Department

Position

Redundant
Positions

Average Annual
CEIET

Administration Administrative Assistant 2 $6,144 $122,289
Administration District Secretary 1 $149,392 $149,392
Administration Records Coordinator 1 $73,994 $73,994
Engineering Director of Engineering 1 $214,106 $214,106
Finance Accounting Manager 1 $158,115 $158,115
Finance Senior Accountant 1 $102,667 $102,667
General Manager | Executive Assistant 1 $90,113 $90,113
General Manager | General Manager 1 $345,269 $345,269
Human Director of Human
Resources Resources 1 $189,791 $189,791
Information
Services Database Coordinator 1 $50,738 $50,738
Information Financial Analyst/Database
Services Analyst 1 $125,866 $125,866
Information
Services Network Systems Engineer 1 $123,127 $123,127
Public Affairs Director of Public Affairs 1 $187,040 $187,040
Public Affairs Public Affairs Coordinator 3 $55,376 $166,127
Public Affairs
Public Affairs Manager/Liaison 1 $153,141 $153,141
Total 18 $2,079,877 $2,251,773

(1) Positions and salaries for each agency were obtained from the State Controller’'s Government
Compensation in California website, which is published under the authority of Gov Code section 12463
(https://publicpay.ca.gov/). The salaries of same/similar positions of the two agencies were averaged together
for this analysis.

To determine which staff positions were redundant, a detailed comparison was
conducted of the full roster of positions including salary information for both MWDOC
and OCWD. As shown in Table 14, approximately $2.25 million could be saved through
reducing overall staffing of the Successor Agency by 18 FTE positions for a total of 246
FTEs. For example, within the positions classified as administrative such as
Administrative Assistant, District Secretary, and Records Coordinator a total of nine
positions could be reduced to five positions for efficiency or to eliminate redundancy.
This reasoning for the most part holds true for the balance of the positions referenced in
Table 14, including for most non-technical and leadership positions that are cross
trainable and/or redundant. While these actions would reorganize or eliminate certain
positions, it would align the required staffing resources to support the operations of a
single Successor Agency while eliminating redundancy in positions and responsibilities
to ultimately achieve cost savings and efficiencies. In the event a consolidation occurs,
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the Successor Agency will need to consider its consolidated staffing needs before
determining which positions can be reorganized and/or eliminated.

Economies of scale can occur when fixed costs are spread across more units. With the
consolidation of MWDOC and OCWD employees (i.e., 38 + 226 = 264 FTE’s), some
redundant positions may be eliminated as previously discussed (18 positions), and the
Successor Agency would ultimately have more employees (i.e., 264 — 18 = 246 FTE’s)
then either OCWD or MWDOC individually. Therefore, certain administrative and
operational expenses of the Successor Agency could decrease as a result of economies
of scale including insurance expenses (workers compensation), office supplies and
expenses, professional fees, computer and software expenses, telephone expenses,
travel expenses, and training expenses. To calculate the savings from economies of
scale, these expenditures were reduced proportionally to the reduction in the number of
FTE’s (18) using the average of the expenses of MWDOC and OCWD per FTE. Reduced
expenditures for the Successor Agency could also be expected in training,
sponsorships, subscriptions, and memberships. For example, expenditures for
participation with groups like the Association of California Water Agencies, the California
Special Districts Association, the Independent Special Districts of Orange County, the
Orange County Water Association, the Orange County Business Council, and the Water
Advisory Committee of Orange County.

In regard to employee healthcare benefits, a similar economies of scale could occur
through elimination of redundant positions. These expenditures were reduced
proportionally to the reduction in the number of FTE’s (18 positions) using the average
of the expenses of MWDOC and OCWD per FTE.

In addition to staffing efficiencies and economies of scale for expenses and healthcare
benefits, consolidation can also result in a change in the total number of directors
representing the Successor Agency. Currently, MWDOC and OCWD have a combined
17 board members (10 for OCWD and seven for MWDOC). To maintain appropriate
governance representation, this study assumes that the Successor Agency Board of
Directors would consist of 10 members representing the consolidated boundary of the
respective service areas. This study also assumes the Successor Agency would have
representation on The Metropolitan Water District of Southern California Board of
Directors as well, which has an associated cost. Some cost savings would result from
this governance restructure through an overall reduction in per diem payments, director
benefits, retirement contributions, travel expenses, conference attendance, and election
expenses.?

20 A water district does not necessarily have to provide compensation or benefits to its board members. California
Water Code Section 20201 sets the maximum amount of compensation per meeting at $100 unless compensation
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Using the combined three-year average budgets of MWDOC and OCWD in Table 13, the
redundant employee positions identified in Table 14, economies of scale for certain
expenses and healthcare benefits, and the reduction in board members from 17 to 10
members, a consolidated budget has been prepared in Table 15 for a hypothetical
Successor Agency that reflects the aforementioned savings and additional expenses
assumed as a result of consolidation. Because the OCWD and MWDOC budgets have
different degrees of specificity and categorization methodology, and in order to present
the agency comparison that is needed in determining the feasibility of consolidation,
similar budget line items through discussions with representatives of each agency, have
been grouped together (e.g., Salaries & Wages, Employee Benefits, Director’s Fees &
Costs, etc.). It should be noted the analyses noted in this MSR are high-level attempts
to compare and identify associated costs and savings resulting from consolidation of
the agencies into a single successor agency.

Table 15: Estimated Results of Consolidation Excluding Retirement Expenses

Column

1 Column 2 Column 3 Column 4 Column 5
Combined Estimated
MWDOC & Expenses of Estimated
OCWD Average Successor Annual (Savings)
Item Description®@ Expenses ® Agency © / Costs @
Salaries & Wages
1 Salaries & Wages $31,690,302 $29,438,529 ($2,251,773)
2 less for Recovery from Grants ($22,888) ($22,888) $0
3 Overtime $681,610 $681,610 $0
4 Payroll Taxes $460,440 $460,440 $0
5 Capitalized Salaries ($349,748) ($349,748) $0
6 Temporary Workers - General Total $149,167 $149,167 $0
7 Expense - Contra ($73,333) ($73,333) $0
Subtotal $32,535,550 $30,283,777 ($2,251,773)
Employee Benefits®
8 Employee Benefits $5,193,221 $4,642,123 ($551,098)
9 CALPERS Unfunded Liability
Contribution® $207,000 $294,704% $87,704
10 Health Insurance Coverage for
Retirees $99,359 $99,359 $0
11 Retirement® $5,311,159 $2,902,609 $0
12 Capitalized Benefits ($99,997) ($99,997) $0
13 Retiree Health Trust $1,278,667 $1,278,667 $0

is prohibited by the agency’s principal act. Water Code Section 20201 also authorizes board members to increase
compensation above $100, but there are notable restrictions on a water supplier’s ability to do so. Under
Government Code sections 53201 and 53205.1, special district board members can receive group insurance benefits
if the board elects to do so. And a special district board may elect to also provide benefits to its retired board
members, and the families of board members and retired board members. Benefits for board members can include
medical, dental, vision, and life insurance. The provision of compensation and benefits to board members are subject
to local laws/ordinances passed by the district.
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Column

1 Column 5

Column 3 Column 4

Column 2

Estimated
Expenses of
Successor
Agency ©

Combined
MWDOC &
OCWD Average
Expenses ®

Estimated
Annual (Savings)
/ Costs @

Item Description'®

Subtotal $11,989,409 $9,029,761 ($463,394)
Director Fees & Costs
14 Director Compensation $638,728 $375,722 ($263,006)
15 Director Benefits $132,891 $78,171 ($54,720)
16 MWD Representation $146,690 $146,690 $0
17 Election Expense $133,000 $66,500 ($66,500)
18 Contribution to Election Reserve $287,916 $143,958 ($143,958)
Subtotal $1,339,225 $811,042 ($528,183)
Insurance Expense
19 Insurance Expense $846,559 $846,559 $0
20 Insurance Refund ($50,000) ($50,000) $0
21 Workers' Compensation $455,704 $437,557 ($18,148)
22 Claims Total $5,333 $5,333 $0
Subtotal $1,257,596 $1,239,449 ($18,148)
Office Supplies/Expense
23 Office Expense - General Total $295,167 $268,897 ($26,270)
Outside Printing, Subscription &
24 Books $87,567 $79,773 ($7,793)
25 Office Supplies $32,333 $29,456 ($2,878)
26 Postage / Mail Delivery $10,739 $10,739 $0
Subtotal $425,806 $388,865 ($36,941)
Supplies
27 Supplies - Water Loss Control $4,000 $4,000 $0
28 Business Expense $2,333 $2,333 $0
29 Chemicals - Polymer Total $10,836,393 $10,836,393 $0
30 Operational Supplies $2,544,233 $2,544,233 $0
Subtotal $13,386,960 $13,386,960 $0
Professional Fees
31 Legal Expense - General $1,200,583 $1,080,525 ($120,058)
32 Audit Expense $33,907 $0 ($33,907)
33 Outside Consulting Expense $365,667 $329,100 ($36,567)
34 Professional Fees $1,596,774 $1,437,096 ($159,677)
35 Professional Services - General Total $2,183,980 $2,183,980 $0
36 Legal Advertising Total $4,667 $4,667 $0
Professional Services - Engineer
37 Total $673,333 $673,333 $0
38 Lab Samples Analysis Total $208,000 $208,000 $0
39 Security Program Total $445,867 $445,867 $0
Subtotal $6,712,777 $6,362,568 ($350,209)
Rent
40 Rents & Leases $1,800 $1,800 $0
41 Rent Equipment - Gen Total $50,733 $50,733 $0
Subtotal $52,533 $52,533 $0
Vehicle Expense
Vehicle Expense - Water Loss
42 Control $8,381 $8,381 $0
43 Automotive & Toll Road Expenses $14,408 $14,408 $0
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Column 2

Item Description'®

Column 3

Combined
MWDOC &
OCWD Average
Expenses ®

Column 4

Estimated
Expenses of
Successor

Agency ©

Column 5

Estimated
Annual (Savings)

/ Costs @

44 Gas & Diesel Fuel Total $115,267 $115,267 $0
45 Fuel - Off Road Total $117,667 $117,667 $0
Subtotal $255,723 $255,723 $0
Repairs & Maint
46 Maintenance Expense $164,220 $0 ($164,220)
47 Building Repair & Maintenance $20,752 $0 ($20,752)
48 Maint Equipment $1,694,933 $1,859,153 $164,220
49 Building Repair & Maintenance $3,481,644 $3,502,396 $20,752
Subtotal $5,361,549 $5,361,549 $0
Computer & Software
50 Software Support & Expense $130,690 $99,737 ($30,953)
51 Computer Maintenance $6,667 $5,088 ($1,579)
52 Computers and Equipment $36,800 $28,084 ($8,716)
53 Hardware/Software Total $448,167 $430,319 ($17,847)
Subtotal $622,324 $563,229 ($59,095)
Telephone Expense
54 Telecommunications Expense $287,823 $267,628 ($20,194)
Subtotal $287,823 $267,628 ($20,194)
Memberships
55 Membership / Sponsorship $635,746 $580,465 ($55,281)
56 CDR Participation $61,715 $0 ($61,715)
Subtotal $697,461 $580,465 ($116,996)
14 Conferences & Travel
57 Conference Expense - Staff $50,199 $35,139 ($15,060)
58 Conference Expense - Directors $21,272 $10,636 ($10,636)
59 Travel & Accommodations - Staff $87,450 $61,215 ($26,235)
60 Travel & Accommodations - Directors $32,183 $16,092 ($16,092)
61 Travel/Conference/Mileage Total $138,800 $97,160 ($41,640)
Subtotal $329,904 $220,242 ($109,662)
Utilities Exp
62 Utilities - Electricity Total $910,000 $910,000 $0
Utilities - Electricity (66Kv Fv Site
63 Sce) Total $17,598,513 $17,598,513 $0
Utilities Electrical Curtailment Power
64 Cr ($933,333) ($933,333) $0
65 Utilities - Gas Total $58,667 $58,667 $0
66 Utilities - Water Total $97,333 $97,333 $0
Subtotal $17,731,179 $17,731,179 $0
Training
67 Training Expense $183,385 $154,788 ($28,597)
68 Tuition Reimbursement $5,000 $0 ($5,000)
Education Tuition Reimbursement
69 Total $32,000 $35,816 $3,816
70 Subscriptions Total $38,233 $38,233 $0
Subtotal $258,618 $228,837 ($29,781)
Misc Exp
71 Miscellaneous Expense $108,017 $108,017 $0
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Column 2

Item Description'®

Column 3

Combined

MWDOC &

OCWD Average

Expenses ®

Column 4

Estimated
Expenses of
Successor
Agency ©

Column 5

Estimated

Annual (Savings)

/ Costs @

72 Temporary Help Expense $5,000 $5,000 $0
MWDOC's Contribution to WEROC:
73 Operations $283,314 $283,314 $0
74 WFB/County Banking Charge Total $40,000 $40,000 $0
Subtotal $436,331 $436,331 $0
Marketing
75 Event and Marketing $1,056,617 $1,056,617 $0
76 MWDOC Cost Share ($6,000) ($6,000) $0
Subtotal $1,050,617 $1,050,617 $0
Inter-agency
77 Licenses And Permits Total $93,179 $93,179 $0
78 Inter Agency Total $767,636 $767,636 $0
79 Taxes & Assessments Total $73,946 $73,946 $0
Subtotal $934,762 $934,762 $0
Capital Acquisition
Capital Acquisition (excluding
80 building) $137,410 $137,410 $0
Capital Acq Prior Year Carryover
81 Credit ($1,934) ($1,934) $0
Capital Projects (Debt & PAYGO
82 funded) $160,909,914 $160,909,914 $0
83 New Equipment $429,700 $429,700 $0
Subtotal $161,475,090 $161,475,090 $0
Building Expense
84 MWDOC's Building Expense $512,896 $512,896 $0
Building Expense Prior Year
85 Carryover Credit ($50,318) ($50,318) $0
Subtotal $462,579 $462,579 $0
PFAS
86 PFAS O&M Expenditure $3,087,667 $3,087,667 $0
Subtotal $3,087,667 $3,087,667 $0
Water Expenses
87 Water Purchases $178,391,303 $178,391,303 $0
88 Local Resource Program Incentives ($4,789,759) ($4,789,759) $0
89 Readiness-To-Serve Charge $12,017,805 $12,017,805 $0
90 Capacity Charge $4,981,793 $4,981,793 $0
91 SCP/SAC Pipeline Surcharge $330,333 $330,333 $0
Subtotal $190,931,476 $190,931,476 $0
Debt Expenses
92 Debt Service $42,048,787 $42,048,787 $0
Subtotal $42,048,787 $42,048,787 $0
Replacement and Refurbishment
(R&R) Expenses
93 R&R Fund Expenditures $16,381,543 $16,381,543 $0
94 Appropriation to R&R Reserves $6,898,423 $6,898,423 $0
Subtotal $23,279,966 $23,279,966 $0
Total® $516,951,710 $512,395,314 ($3,984,377)
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Column

1 Column 2 Column 3 Column 4 Column 5

Combined Estimated

MWDOC & Expenses of Estimated
OCWD Average Successor Annual (Savings)
Item Description'® Expenses Agency © / Costs ©

(a) Line item descriptions appear exactly as written in each agency's adopted budget. Similar line items were grouped
together with subheaders in consultation with each agency as part of this study.

(b) Column 3 in this table is the same as Column 5 in Table 13.

(c) Estimated Budget of Successor Agency (Column 4) is the difference between Column 3 (Combined Agency Budgets)
and Column 5 (Estimated Annual Savings/Cost).

(d) Estimated Annual Savings/Cost (Column 5) represents savings/cost upon consolidation. Refer to Appendix B for
explanations of what each savings/cost consists. No inflationary factors were applied in this table.

(e) No changes to the retirement benefits that are in Lines 9 and 11 are reflected in this table. Their costs are held static in
order to highlight savings/costs outside of changes to retirement plans. Changes to retirement benefits are shown in
Tables 16 and 18.

() MWDOC budgets consistently show $207,000; however, according to CalPERS annual evaluation reports (Classic and
PEPRA reports combined) as of June 30, 2022, reflect an unfunded liability total payment of $294,704, including net
present value discount of approximately 3.2%.

As shown in Table 15, no net savings is expected for Successor Agency expenses
related to repairs and maintenance (Replacement and Refurbishment) because it is
assumed that the Successor Agency would provide the same services currently being
provided by each agency independently and would be required to repair and maintain
the same assets and equipment to provide continuity and uninterrupted services.
Furthermore, Table 15 reflects the assumption that existing expenses for public services,
programs, and activities will continue to be provided or performed by the Successor
Agency in the same manner and to the same customers that are currently being served.
Likewise, the facilities currently owned by each agency shall be retained, operated, and
maintained by the Successor Agency. Likewise, expenses related to technical supplies,
rent, vehicle expenses, repair and maintenance, utilities, miscellaneous items, marketing,
inter-agency expenses, capital acquisition, building expenses, and PFAS O&M have
been maintained in the Successor Agency budget in Table 15, as it is assumed those
expenses would not immediately increase or decrease as the result of a consolidation.

The consolidated budget of a Successor Agency in Table 15 reflects cost savings in the
amount of approximately $3.98 million, but it does not reflect any changes to retirement
plans as discussed previously, or temporary transitional costs associated with
undertaking a consolidation. Examples of temporary transitional costs may include
establishing single retirement and Other Post-Employment Benefit (OPEB) plans,
reorganization of employee positions, associated legal fees, consultant fees, and other
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unknown or unanticipated costs.2' Further detailed review of the scope and function of
professional service providers may allow for additional efficiencies, economies of scale,
and resulting savings.

Retirement Plans

OCWD offers a defined contribution plan to its employees (i.e., 401(k) plan)? and
MWDOC offers its employees a defined benefit plan (i.e., California Public Employees'
Retirement System “CalPERS”).2% To evaluate the potential costs or savings from a
change to the provided retirement plans upon consolidation, three scenarios were
reviewed:

A Successor Agency offering both a defined benefit and defined contribution plan to
employees.

A Successor Agency offering a defined benefit program to employees (in this
instance, CalPERS).

A Successor Agency offering a defined contribution program to employees.

Retirement Plan Scenario 1

The first scenario, where a Successor Agency offers a defined benefit plan such as
CalPERS, and a defined contribution plan to employees is likely infeasible because of a
prior legal challenge. In the 2004 California Supreme Court Case, Metropolitan Water
District of Southern California v. Superior Court of Los Angeles County, the court ruled
that MWD was mandated to enroll all common law employees in CalPERS, except those
excluded under a specific statutory or contractual provision.2* This ruling essentially
requires any CalPERS member agency to enroll all eligible employees in CalPERS,
effectively negating the idea of offering a dual retirement plans.

Retirement Plan Scenario 2

The second scenario of a Successor Agency offering a defined benefit program would
facilitate the enrollment in CalPERS of all eligible agency employees. Each new plan
participant of the Successor Agency (which would be all OCWD employees) would be

21 Other Post-Employment Benefits (OPEB) are benefits that an employee receives after their employment, but are
not considered part of their pension. This commonly consists of retiree medical insurance.

22 A defined contribution plan is a retirement plan where an employee and/or employer contribute money into an
individual account for the employee. The contributions are usually invested on the employee's behalf, and the
account's value changes based on the contributions and the investments' performance.

23 A defined benefit plan is a retirement plan that provides employees with a fixed monthly benefit when they
retire. The benefit is usually based on the employee's salary and length of service and may be calculated using a
formula.

24 “Cargill” (2004) 32 Cal. 4th 491.
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required to complete an enroliment form and would be evaluated to determine if they
would be subject to the Public Employees’ Pension Reform Act (PEPRA) as a new
member or whether they would qualify for a Non-PEPRA classic CalPERS membership.
However, without an actuarial evaluation, the precise quantification of the annual cost to
provide a defined benefit program is not possible.

For the purpose of this study, an estimate is made using rates and amounts from the
MWDOC PEPRA actuarial valuation for the reporting period ended June 30, 2022. The
employer contribution rate for the 2024-25 fiscal year, net of employee contribution
offset, is 7.9% of payroll. This assumes all newly enrolled employees join on a go-forward
basis, with no assumptions of retroactive enroliment benefits. Using required
contribution amounts from MWDOC actuarial reports for the 2024-25 fiscal year, plus
estimated salaries of the newly enrolled employees ($27,109,293 from Line 1 of Table
13), the estimated annual contribution would be approximately $2,902,609. There may
be additional transitional costs which are unknown at this time.

Table 16: Employee Benefits for Successor Agency Budget Comparison and
Proforma with Defined Benefit Plan (CalPERS)

Column

Column 2 Column 3 Column 4 Column 5

Combined Estimated Estimated

MWDOC & Budget of Annual
OCwD Successor (Savings) /

Expenses Agency Costs

Item Description

Employee Benefits

8 Employee Benefits $5,193,221 $4,642,123 ($551,098)
9 CALPERS Unfunded Liability Contribution $207,000 $294,704 $87,704
10 Health Insurance Coverage for Retirees $99,359 $99,359 $0
11 Retirement $5,311,159 $2,902,609 ($2,408,550)
12 Capitalized Benefits ($99,997) ($99,997) $0
13 Retiree Health Trust $1,278,667 $1,278,667 $0

Total $11,989,409 $9,117,465 ($2,871,944)

Note: Line 11 is the only line that differs from the prior Table 15 and subsequent Table 18.

As shown in Table 16, if the Successor Agency transitions to CalPERS, then the
Employee Benefits could result in a net annual savings of approximately $2,871,944. Of
which, $2,408,550 would be in addition to the total savings identified in Table 15 ($3.98
million) for an overall estimated net savings of approximately $6,391,927.

Retirement Plan Scenario 3

The third scenario analyzed herein is a Successor Agency offer of enrollment in a defined
benefit contribution plan (401(k)), which requires the payment of an unfunded termination
liability to CalPERS to end the availability of the defined benefit option and plan with
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CalPERS. To evaluate this potential option, the CalPERS Actuarial Evaluation from June
30, 2022 was used, and the cost to terminate membership is estimated to range between
$9,882,750 to $23,762,256 for classic (Non-PEPRA) members and between $503,748
and $2,241,665 for PEPRA members (Table 17). These estimates are based on Discount
Rates ranging from 1.75% to 4.5% and Inflation Rates ranging from 2.5% t0 2.75%. Also
included in these estimated termination liabilities is a 5% contingency load.?

Table 17: CalPERS Termination Liability Summary

Low High
Discount Rate 1.75% 4.50%
Price Inflation 2.50% 2.75%
CLASSIC $9,882,750 $23,762,256
PEPRA $503,748 $2,241,665
Total $10,386,498 $26,003,921

Source: CalPERS Actuarial Valuation — June 30, 2022, PEPRA
Miscellaneous Plan of the Municipal Water District of Orange
County

When a CalPERS member agency terminates its membership with CalPERS, the agency
would need to contact the CalPERS Pension Contract Services department and initiate
a Resolution of Intent to Terminate and obtain a more up-to-date estimate of its
retirement liabilities. Once obtained, the unfunded termination liability should then be
evaluated by the Successor Agency, including the engagement of qualified professionals
(internal and external) and general counsel specializing in municipal advising. The
Successor Agency may also consider making a cash payment from available
unrestricted cash assets or reserves and/or, financing the liability through Pension
Obligation Bonds (POBs).2¢

The estimated annual impact of transitioning all employees of the Successor Agency to
a defined contribution retirement plan has been projected using the calculation of the
current percentage of retirement contribution to current salary and wage expenses for
the Agency offering the defined contribution plan (i.e., OCWD). As shown in Table 18, if

25 Source: CalPERS Actuarial Valuation Miscellaneous Plan and PEPRA Miscellaneous Plan CalPERS ID: 649793438

26 POBs are taxable bonds that some state and local governments issue to pay off unfunded pension liabilities.
POBs carry significant risks, including investment risk and timing risk. It should be noted that options described
above should be fully evaluated for impacts such as a reduction in interest earnings related to the cash payment,
or the requirement to pay an annual debt service payment related to the issuance of POB’s. Mention of these
options are for informational purposes and do not represent professional advice or recommendation.
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the Successor Agency offers only a defined contribution retirement plan, then the
estimated annual savings of consolidation related to retirement benefits is approximately
$376,734. However, this estimated annual savings does not take into account potential
annual debt service payment required should any type of financing mechanism be
leveraged to fund the termination liability. An estimate of that annual payment
requirement would need to be provided in consultation with a Municipal Advisor.

Table 18: Employee Benefits for Successor Agency Budget Comparison and
Proforma with Defined Contribution Plan (401(k))

Column 3 Column 4 Column 5
Combined Estimated Budget Estimated
MWDOC & of Successor Annual (Savings) /
Item Description OCWD Expenses Agency Costs
Employee Benefits
8 Employee Benefits $5,193,221 $4,642,123 ($551,098)
CALPERS Unfunded Liability
9 Contribution $207,000 $0 ($207,000)
Health Insurance Coverage
10 for Retirees $99,359 $99,359 $0
11 Retirement $4,550,184 $4,931,548 $381,364
12 Capitalized Benefits ($99,997) ($99,997) $0
13 Retiree Health Trust $1,278,667 $1,278,667 $0
Total $11,228,434 $10,851,700 ($376,734)

Note: Lines 9 and 11 are the only lines that differ from the prior Tables 15 and 16.

As shown in Table 18, if the Successor Agency transitions to a defined contribution plan,
then the Employee Benefits would have a net annual savings of approximately $376,734,
which is a reduction in savings of $86,660 compared to that shown in Table 15. With the
reduction in savings, the overall net savings would be approximately $3,897,717.
However, this does not include the termination payment for CalPERS, which ranges from
$10.4 million to $26 million (Table 17).

Other Post-Employment Benefits

MWDOC and OCWD both offer defined benefit Other Post-Employment Benefit (OPEB)
plans to their employees. An analysis of the benefits provided, the cost associated with
those benefits, and termination payments required to eliminate one plan would need to
be performed by the Successor Agency to determine the best route for consolidation of
OPEB plans, if required.

Revenues

It is important to show revenues over time to allow for an evaluation of consistency and
the ability of a Successor Agency to maintain expenses, whether higher or lower
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following a consolidation. The three-year average board-adopted revenues of Fiscal
Years 2021-22, 2022-23, and 2023-24 from both OCWD and MWDOC are shown in
Table 19. These average revenues have been used to determine an estimated revenue
proforma for a Successor Agency. No inflationary factors were considered because no

future timeline for consolidation is being considered.

Table 19: Projected Average Annual Revenues of Successor Agency - Estimated

from Three Year Average Revenues

Column 1

Revenues

Column 2
MWDOC

Average
Revenue @

Column 3
OCWwWD
Average
Revenue @

Column 4

Combined
Revenue

Column 5

Estimated

Successor
Agency Revenue

Property Taxes $0 $32,135,333 $32,135,333 $32,135,333
Replenishment
Assessment (RA) $0 $154,932,306 $154,932,306 $154,932,306
Basin Equity
Assessment (BEA) $0 $2,083,333 $2,083,333 $2,083,333
Facility Revenue from
Other Agencies (GAP) $0 $2,567,381 $2,567,381 $2,567,381
Investment/Interest
Revenues $228,460 $2,607,830 $2,836,290 $2,836,290
Rent, Royalties and
Others $0 $3,409,821 $3,409,821 $3,409,821
Grants $0 $1,833,333 $1,833,333 $1,833,333
Draw from Construction
Fund / SRF Loans /Debt $0 $123,925,520 $123,925,520 $123,925,520
Retail Meter Charge $8,816,296 $0 $8,816,296 $8,816,296
Ground Water Customer
Charge $362,296 $0 $362,296 $362,296
Miscellaneous Income $3,000 $0 $3,000 $3,000
Choice Revenue $1,807,201 $0 $1,807,201 $1,807,201
MWDOC Water Revenues®
Water Sales $169,380,146 $0 $169,380,146 $169,380,146
Local Resource
Program Incentives
(Offset) ($4,789,759) $0 ($4,789,759) ($4,789,759)
Readiness-To-Serve
Charge $12,017,805 $0 $12,017,805 $12,017,805
Capacity Charge $4,981,793 $0 $4,981,793 $4,981,793
Interest Revenue - Tier
2 Contingency $5,016 $0 $5,016 $5,016
SCP/SAC Pipeline
Surcharge $330,333 $0 $330,333 $330,333
Total Revenue $193,142,587 $323,494,857 $516,637,444 $516,637,444

(@) The average of adopted budgets from Fiscal Years 2021-22, 2022-23, and 2023-24 are shown. No inflationary
factors or other uncertain revenues are included. If the value is $0, then that line item is not included in the budget

revenues for that agency.
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Column 1 Column 2 Column 3 Column 4 Column 5
MWDOC oCwbD Estimated

Average Average Combined Successor
Revenues Revenue @ Revenue @ Revenue Agency Revenue

(b) Water Sales, Readiness-to-Serve Charge, Capacity Charge, and SCP/SAC Pipeline Surcharge are pass-
through charges from MWD to MWDOC Member Agencies. LRP Incentives (Offset) are pass-through credits from
MWD to MWDOC Member Agencies.

(c) The total average revenues shown here do not match the total average expenses in Tables 13 and 15 exactly
because they are based on a three-year average and because Adopted Budgets may not have expenses that
equal revenues in accordance with the agency’s reserve policy.

As shown in Table 19, no change in average annual revenue of the Successor Agency is
anticipated based on the assumption the Successor Agency will provide the same
services as currently provided by OCWD and MWDOC. Services are expected to remain
the same for the same population of member agencies and groundwater producers at
the same service levels.

Infrastructure

The potential qualitative impact of consolidation on the infrastructure owned by MWDOC
and OCWD is estimated to be minimal. This MSR for OCWD and the 2020 MSR for
MWDOC identified no deficiencies in infrastructure. Because MWDOC and OCWD
provide different services with overlapping service areas, all existing services (and the
infrastructure necessary to provide those services) would be retained, operated, and
maintained by the Successor Agency consistent with Gov Code Section 56653. The
infrastructure expenses of the Successor Agency are noted in Table 13 and
infrastructure revenue of the Successor Agency are noted in Table 19. The Successor
Agency budget assumes that services provided by the agencies would not change and
therefore does not include additional revenue, costs, or cost-savings respective to
existing or future infrastructure. However, a temporary increase in costs for the
Successor Agency to transition infrastructure contracts/agreements or develop a Capital
Improvement Program should be anticipated but have not been estimated here. If an
application for consolidation is submitted to OC LAFCO, then costs anticipated by the
Successor Agency as a direct result of consolidation would be identified in the Plan of
Service in accordance with Gov Code Section 56653.

Programs, Contracts, and Agreements

The potential qualitative impact of consolidation on programs, contracts, and
agreements for the Successor Agency is estimated to be minimal. MWDOC and OCWD
have developed robust and vital programs related to the services each provides.
Consistent with Gov Code Section 56653, the current services would be continued by
the Successor Agency at the same levels and to the same member agencies and
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groundwater producers within the newly consolidated boundary. Upon creation of a
Successor Agency, certain contracts and agreements that are held by OCWD and
MWDOC would need to be reconsidered. Because MWDOC’s SOl encompasses most
of OCWD and OCWD’s SOl encompasses most of the groundwater basin, savings
related to contracts and agreements would likely be limited to those by and between the
Agencies and overhead and/or administrative support services providers. An example is
the fee OCWD currently pays to MWDOC to purchase imported water. Contracts that
may need to be renegotiated upon creation of a consolidated Successor Agency include,
but are not limited to, those listed in Appendix C. A temporary cost to transition
programs, contracts, and agreements to the Successor Agency should be anticipated.
Program expenses of the Successor Agency are noted in Table 13 and general revenue
used to fund programs of the Successor Agency are noted in Table 19. A list of existing
programs, projects, and agreements for OCWD and MWDOC that may need modifying
if transferred to a Successor Agency is located in Appendix C.

Statement of Net Position

The Statement of Net Position is a calculation of the difference between all assets and
liabilities of an entity. The combined Statement of Net Position for MWDOC and OCWD
are shown in Table 20 and has been prepared using the respective final audited financials
for FY ending June 30, 2023.

Table 20: Projected Statement of Net Position based on FY 2022-2023 Final Audited
Financials

Column 1

Column 2

MWDOC

Column 3

OoCwD

Column 4

Combined

Column 5
Estimated
Successor

Description FY 2022-2023 FY 2022-2023 FY 2022-2023 Agency
Assets and Deferred Outflows of Resources
Current Restricted Assets
Cash and Cash Equivalents® $365,110 $2,094,523 $2,459,633 $2,459,633
Cash with Fiscal Agent $0 $16,016,885 $16,016,885 $16,016,885
Investments $1,120,665 $0 $1,120,665 $1,120,665
Custodial Escrow Retention $0 $1,574,275 $1,574,275 $1,574,275
Accounts Receivable Other $2,169,947 $0 $2,169,947 $2,169,947
Accrued Interest Receivable $149 $0 $149 $149
Subtotal $3,655,871 $19,685,683 $23,341,554 $23,341,554
Current Unrestricted Assets
Cash and Cash Equivalents $6,740,899 $61,245,251 $67,986,150 $67,986,150
Investments $2,875,886 $228,281,053 $231,156,939 $231,156,939
Accounts Receivable $19,058,196 $72,663,787 $91,721,983 $91,721,983
Accrued Interest Receivable $135,419 $1,404,759 $1,540,178 $1,540,178
Inventory $0 $4,819,812 $4,819,812 $4,819,812
Deposits and Prepaid
Expenses $169,843 $810,495 $980,338 $980,338
Grants Receivable $0 $1,405,582 $1,405,582 $1,405,582
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Column 2

MWDOC
FY 2022-2023

Column 3

OoCwD
FY 2022-2023

Column 4

Combined
FY 2022-2023

Column 5
Estimated
Successor

Description
Current Portion of Notes

Agency

Receivable $0 $305,640 $305,640 $305,640

Leases Receivable, Due in

Less Than One Year $0 $1,378,042 $1,378,042 $1,378,042

Subtotal $28,980,243 $372,314,421 $401,294,664 $401,294,664

Total Current Assets $32,636,114 $392,000,104 $424,636,218 $424,636,218
Noncurrent Assets

Capital Assets, Not

Depreciated $0 $258,164,396 $258,164,396 $258,164,396

Capital Assets, Depreciated,

Net $3,877,338 $741,665,222 $745,542,560 $745,542,560

Net Other Post Employment

Benefits (OPEB) Asset $0 $0 $0 $0

Notes Receivable, Less

Current Portion Above $202,948 $4,278,964 $4,481,912 $4,481,912

Leases Receivable, Due in

Less Than One Year $0 $13,295,739 $13,295,739 $13,295,739
Total Noncurrent Assets $4,080,286 | $1,017,404,321 | $1,021,484,607 | $1,021,484,607

Total Assets

$36,716,400

$1,409,404,425

$1,446,120,825

$1,446,120,825

Deferred Outflows of Resources®

Deferred Amount Related to

Pensions $2,150,394 $0 $2,150,394 $2,150,394
Deferred Amount Related to
OPEB $203,488 $4,818,115 $5,021,603 $5,021,603
Deferred Charges on
Refunding $0 $7,706,668 $7,706,668 $7,706,668
Derivative Instruments $0 $5,502,867 $5,502,867 $5,502,867
Subtotal $2,353,882 $18,027,650 $20,381,532 $20,381,532
Total Assets and Total
Deferred Outflows of
Resources $39,070,232 | $1,427,432,075 | $1,466,502,357 | $1,466,502,357

Liabilities, Deferred Inflows of Resources

Current Liabilities

Payable from Restricted Current Assets

Accrued Liabilities $48,412 $0 $48,412 $48,412

Advances from Participants $1,054,844 $0 $1,054,844 $1,054,844

Retentions Payable $0 $1,574,275 $1,574,275 $1,574,275
Subtotal $1,103,256 $1,574,275 $2,677,531 $2,677,531

Payable from Unrestricted Current Assets

Accounts Payable and

Accrued Expenses $0 $37,632,998 $37,632,998 $37,632,998

Accrued Interest Payable $0 $6,413,670 $6,413,670 $6,413,670

Grants Payable $0 $2,577,462 $2,577,462 $2,577,462

Deposits $0 $82,829 $82,829 $82,829

Retention Payable $0 $120,022 $120,022 $120,022

Current Portion of

Compensated Absences $0 $557,136 $557,136 $557,136
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Column 2

MWDOC
FY 2022-2023

Column 3

OoCwD
FY 2022-2023

Column 4

Combined
FY 2022-2023

Column 5
Estimated
Successor

Description
Current Portion of Long-Term

Agency

Debt $0 $35,393,278 $35,393,278 $35,393,278
Short-Term Commercial
Paper $0 $27,400,000 $27,400,000 $27,400,000
Leases Payable, Due in Less
Than One Year $0 $17,280 $17,280 $17,280
Subscriptions-Related
Payables, Due in Less Than
One Year $0 $143,425 $143,425 $143,425
Subtotal $0 $110,338,100 $110,338,100 $110,338,100
Unrestricted Liabilities
Accounts Payable,
Metropolitan Water District $18,900,555 $0 $18,900,555 $18,900,555
Accrued Liabilities $2,100,680 $0 $2,100,680 $2,100,680
Subtotal $21,001,235 $0 $21,001,235 $21,001,235
Total Current Liabilities $22,104,491 $111,912,375 $134,016,866 $134,016,866
Noncurrent Liabilities
Long-Term Debt
Certificates of Participation $0 | $257,021,531 | $257,021,531 $257,021,531
Revenue Refunding Bonds $0 $273,201,785 | $273,201,785 $273,201,785
State of California Loans
Payable $0 $196,845,121 $196,845,121 $196,845,121
WIFIA Loan $0 $115,357,848 $115,357,848 $115,357,848
Less Current Portion Above $0 ($35,393,278) ($35,393,278) ($35,393,278)
Subtotal $0 $807,033,007 $807,033,007 $807,033,007
Other Noncurrent Liabilities
Net Pension Liability $3,612,624 $0 $3,612,624 $3,612,624
Net Other Post-Employment
Benefits (OPEB) Liability $0 $920,921 $920,921 $920,921
Accrued Compensated
Absences $0 $6,376,661 $6,376,661 $6,376,661
Liability from Derivative
Instruments $0 $5,502,867 $5,502,867 $5,502,867
Leases Payable, Due in More
Than One Year $0 $4,152 $4,152 $4,152
Subscriptions Payable, Due
in More Than One Year $0 $45,047 $45,047 $45,047
Subtotal $3,612,624 $12,849,648 $16,462,272 $16,462,272
Total Noncurrent Liabilities $3,612,624 $819,882,655 $823,495,279 $823,495,279
Total Liabilities $25,717,115 $931,795,030 $957,512,145 $957,512,145
Deferred Inflows of Resources'
Deferred Amount Related to
Pensions $274,992 $0 $274,992 $274,992
Deferred Amount Related to
OPEB $158,066 $8,335,517 $8,493,583 $8,493,583
Deferred Charges on
Refunding $0 $560,190 $560,190 $560,190
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Column 2

MWDOC
FY 2022-2023

Column 3

OoCwD
FY 2022-2023

Column 4

Combined
FY 2022-2023

Column 5
Estimated
Successor

Description

Agency

Deferred Inflows Related to

Leases $0 $14,065,870 $14,065,870 $14,065,870
Total Deferred Inflows of
Resources $433,058 $22,961,577 $23,394,635 $23,394,635
Total Liabilities and Total
Deferred Inflows of
Resources $26,150,173 $954,756,607 $980,906,780 $980,906,780

Net Position

Net Investment in Capital
Assets $3,877,338 $151,262,495 $155,139,833 $155,139,833
Restricted $2,552,615 $0 $2,552,615 $2,552,615
Restricted for the Construction
of Capital Assets $0 $2,894,945 $2,894,945 $2,894,945
Restricted for Debt Service $0 $14,435 $14,435 $14,435
Restricted for Custodial Costs $0 $1,974,922 $1,974,922 $1,974,922
Unrestricted $6,490,156 $316,528,671 $323,018,827 $323,018,827
Total Net Position $12,920,109 $472,675,468 $485,595,577 $485,595,577

(a) Deferred inflows of resources: Acquisition of a resource which relates to a future period. An example of this
would be a receivable for a governmental fund like the general fund that will be received too far in the future to
meet the government’s revenue recognition policy, typically 180 days or less.

Deferred outflow of resources: Consumption of resources which relates to a future period. An example of this are
the charges associated with refunding bonds. Instead of recognizing these all up front, a government must
recognize the cost over the life of the new bonds. The part not recognized is the deferred balance.

Aside from changes to Net Pension Liability, Net OPEB liability, deferred inflows and
outflows related to pensions and OPEB, and potential use of unrestricted cash assets to
pay for costs associated with consolidation, it is anticipated that the Successor Agency’s
Statement of Net Position would otherwise remain stable related to the combination of
assets and liabilities for both OCWD and MWDOC.

Any changes to Net Pension Liability, Net OPEB liability, and deferred inflows and
outflows related to pensions and OPEB, would be based upon the Successor Agency’s
approach to retirement and OPEB offerings. Net pension liability and net OPEB liability
represent the cost of all future benefits of the plan less and asset held by the plan.
Deferred inflows and outflows of resources represent acquisition or consumption of
assets that will be recognized in future reporting periods.

If the Successor Agency offers a defined contribution plan to all employees, a termination
payment would be made for the defined benefit plan, and all pension-related balances
would be eliminated from the statement of net position. If a defined benefit plan is
offered, changes in pension-related balances would not occur until new employees were
enrolled in the plan, and service time was earned. The impact would be determined
through the aforementioned actuarial valuation performed annually.
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If the Successor Agency elects to move all employees into a single OPEB plan, the net
OPEB liability, and deferred inflows and outflows of resources related to OPEB would be
eliminated through a termination payment. The remaining plan’s balances would remain
unchanged until new employees are enrolled in the remaining plan and service credit is
earned.

If available unrestricted funds are used to pay the pension termination and OPEB
termination payments, then the resulting Net Position would decrease by the amount of
that payment. Should a debt financing mechanism be utilized for the termination
payments, then the total of that debt financing would be added to the Statement as a
Liability, also decreasing ending Net Position.

Aside from potential fluctuations resulting from the Successor Agency offering one type
of pension plan and potential use of Reserves to facilitate the action of a consolidation,
the projected Reserves are estimated to remain stable as it is assumed that the
Successor Agency will provide the same services at the same level and to the same
customers currently being served. It is estimated that reserve accounts would be
maintained in separate accounts to ensure all services and stakeholders would remain
stable, however, a further evaluation of the breakdown between what would remain as
Restricted and Unrestricted Assets would need to be completed once all assets have
been evaluated. This analysis would need to be included as part of the Plan of Service
for potential consolidation.

As shown in Table 20, the combined Statement of Net Position of the Successor Agency
is estimated to result in a positive annual Total Net Position of approximately $486
million. Because a majority of the Total Net Position consists of unrestricted funds
($323,018,827) largely consisting of unrestricted cash and investments, this would
indicate that the Successor Entity would have a healthy financial position. However,
individual line items could change based upon the Successor Agency resolution related
to the transition of OPEB, pension, and retirement benefits, as discussed in Retirement
Plan section, and any potential use of Unrestricted Assets or Reserves to fund any
transitional costs related to consolidation to the Successor Agency.

Impacts to Water Supply Reliability

The water supply managed by OCWD is based on groundwater in the OC Groundwater
Basin, which provides most of the drinking water to north and central Orange County.
The reliability of the Basin has proven to be sustainable, particularly as a result of a long-
standing and unique collective basin management approach that avoided having a
lengthy and costly court adjudication of individual water rights. MWDOC is a wholesale
imported water provider and represents most of Orange County as the third largest
member agency on the MWD Board of Directors. The water supply that MWDOC sells is
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imported water from MWD that originates from a combination of the Sacramento/San
Joaquin Delta and the Colorado River. OCWD has no direct representation on MWD’s
Board of Directors but is the largest purchaser of imported water of MWDOC’s member
agencies that is used partly to replenish the Basin. During droughts, imported water
supplies are well-documented to be less reliable than groundwater supplies;
nonetheless, MWD has assured its member agencies of complete reliability during multi-
year droughts according to its 2020 Urban Water Management Plan, and imported water
remains now and in the future an essential piece to meeting the water demands of
Orange County. In order to continue water reliability throughout Orange County, the
Successor Agency would need to continue these water supply programs which have
been proven to be reliable. As discussed in Section 5.4, Opportunities of Consolidation,
the reliability of such water supplies may benefit in the future from the opportunities of
consolidation discussed below. Future proposed changes to basin management and
fiscal, operational, environmental, and other impacts would need to be evaluated
through other studies.

5.4 Other Opportunities of Consolidation

In addition to the fiscal sustainability of consolidation identified in this MSR, there are
other opportunities that consolidation of MWDOC and OCWD may yield albeit currently
qualitative and subjective. Because these topics are mentioned in the June 2022 OC
Grand Jury report and the OC Grand Jury has discussed opportunities to consolidate
the agencies in at least four published reports over the past 40 years, the following is a
discussion of those opportunities relative to the consolidation of MWDOC and OCWD.

1. Unified representation at MWD Board of Directors

Orange County’s representation on MWD Board of Directors includes three North
Orange County cities that are original member agencies of MWD (Anaheim, Fullerton,
and Santa Ana) and four representatives from MWDOC (two are selected from
MWDOC's Board and two others are appointed by MWDOC). The number of MWD
Directors is based on one representative for each member agency for each 5 percent
increment of MWD’s assessed valuation, or any fraction above, with each member
agency receiving at least one representative. Currently, there are 38 MWD Directors
for the 26 MWD member agencies.?’

271n 1998, proposed Senate Bill 1885 would have reduced the MWD Board of Directors from 51 members to one
member per member agency, which was 27 at the time (before Coastal Municipal Water District and MWDOC
merged in 1999), while leaving the voting entitlements unchanged. The proposed legislation prompted a Conference
Committee process to negotiate between MWD, its member agencies, and the Legislature. The result was an
amendment to the prior version of SB 1885 so that each member public agency is authorized to appoint additional
representatives not exceeding one additional representative for each 5 percent of MWD's assessed valuation, with
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There have been opposing positions between MWDOC and OCWD on MWD issues.
A unified stance from future MWD board members from a Successor Agency (not
including Anaheim, Fullerton, and Santa Ana) on groundwater and imported water
issues would help to maximize the potential opportunities available from MWD. Of
additional and important note is that the Successor Agency would need to meet the
requirement of MWD Act in order to become a member agency of MWD to facilitate
the provision of imported water to Orange County, excepting within the boundaries
of Anaheim, Fullerton, and Santa Ana. More discussion on some of the legalities
involving MWD representation is provided in the legal discussion section of this MSR.

2. Unified representation to federal and state agencies for funding opportunities

State and federal agencies, such as the California State Water Resources Control
Board and U.S. Bureau of Reclamation, have grants and/or low-interest loans that
can help fund water infrastructure. Competition for funding opportunities commonly
occurs between water suppliers; however, competition may be avoided between two
agencies in the same geographic area if funding opportunities are collaboratively
prioritized and targeted after careful deliberations on the direct needs and best use
of resources.

Although the benefit of avoided competition is speculative, the securing of grant
funding by the Eastern Municipal Water District (EMWD) serving western Riverside
County and northern San Diego County is an example of successful efforts of a
district managing groundwater production and wholesale water services. EMWD was
formed under the Municipal Water District Act of 1911 (same principal act as
MWDOC) and serves an area of similar size to MWDOC. The District has been very
successful in securing funding for water supply projects, and , according to the April
5, 2024 News Release, “EMWD has been among the most active agencies in the
nation at securing federal, state, and local grant funding opportunities. In the past 20
years, EMWD has secured more than $700 million in external funding for a wide range
of water, wastewater, and recycled water infrastructure programs to help bolster local
water supplies while offsetting rates for EMWD customers.”?

Water suppliers like OCWD and MWDOC also approach state and federal agencies
to provide input on regulations and implementation of regulatory programs that affect
them directly and/or their member agencies/groundwater producers. Conflicting

each member agency receiving at least one representative. The report acted on by the Legislature shrank the MWD
Board from 51 members to 38 members effective January 1, 2001. The effect of this legislation is to shift voting
power based on assessed valuation among the MWD member agencies while keeping the number of MWD Directors
at 38 per the Conference Committee Report/legislation (SB 1885 (Ayala), RN: 9819537, 8/24/98).

28 Source: https://www.emwd.org/
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stances on regulations from water suppliers in the same geographic area would not
likely result in the most beneficial outcome for the agencies and the customers they
represent. This has presented a point of disagreement between the agencies in the
past. However, consolidation is not required in order for the agencies to engage in a
collaborative effort to further the best interests of meeting water demands in Orange
County.

3. Unified representation to federal, state, and local legislators

Water suppliers like OCWD and MWDOC hire and send lobbyists to local, state, and
federal legislators to advocate for funding and support that benefit their respective
priorities. Every two years after the November election cycle, water suppliers jockey
for position with newly elected representatives. OCWD and MWDOC currently have
separate lobbyists, priorities, and requests. This is another area that has been
represented by OCWD and MWDOC as a point of disagreement in the past. For
example, in 2018 the two agencies had different positions on amendments being
proposed to AB 1668 (Friedman, 2018) and SB 606 (Herzberg, 2018) that relate to
how much credit could be applied toward Water Use Objectives for certain water
suppliers. Bringing together this effort would have a cost savings for a Successor
Agency and would present a unified front of Orange County to legislators but the net
effect on the Successor Agency budget is speculative.

Regardless of whether consolidation of MWDOC and OCWD occurs, the water
ratepayers in Orange County would benefit from a collaborative, deliberative, and action-
oriented dialogue of affected agencies and appropriate stakeholders that acknowledges
the effective operations of each agency and likewise the opportunities to eliminate
redundancies and bridge common efforts to bring forward goals that support
sustainable, efficient, and adequate water service delivery to Orange County residents.

5.5 Statutory and Relevant Case Authority Evaluation Involving Potential
Consolidation

On April 2023, OC LAFCO entered into an agreement with John J. Schatz to provide
special legal services to the Commission in connection with the preparation of an MSR
involving the potential consolidation of OCWD and MWDOC. Services to be provided
by Mr. Schatz involve an assessment of any required legislative changes and legal
impediments involving consolidation of the two special districts and potential impacts
involving governance and current and future representation of Orange County at the
Metropolitan Water District of Southern California (MWD). This section provides the
assessment in concert with the scope of work of the aforementioned agreement.
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Background

The following assessment prepared by Mr. Schatz is intended to evaluate statutory and
relevant case authority, and review and provide interpretative opinions that inform the
feasibility of consolidating OCWD and MWDOC involving OC LAFCO, the Legislature, or
both.

The most recent Orange County Grand Jury Report regarding consolidation, “Water in
Orange County Needs One Voice,” references research of water-related statutes and
ordinances, but does not include an analysis of the statutory framework and related
issues necessary for OC LAFCO and/or legislative action.?® Irvine Ranch Water District’s
August 8, 2022 responsive letter to the Report states “incompatibilities between
MWDOC’s and OCWD’s enabling acts make combining the agencies a statutorily
complex undertaking”.?® Similarly, MWDOC’s August 15, 2022 responsive letter to the
Report references statutory challenges, and multiple significant challenges that include
“the statutory inability for OCWD to be a Metropolitan Water District member agency”.®!

OCWD legal counsel provided opinion memos in 2011 and 2013 respectively concerning
a legislative consolidation of MWDOC into OCWD, and different ways consolidation can
be accomplished®2. More recently with respect to the MSR currently underway, MWDOC
General Counsel has identified several issues under the OCWD Act in its present form

29 page 5, Water in Orange County Needs “One Voice” (2021/22)
30 page 1, IRWD Response to Grand Jury Report “Water in Orange County Needs “One Voice”
31 pages 1 & 6, MWDOC Responses to the Orange County Grand Jury Report’s Findings and Recommendations

32 Rutan June 23, 2011 Memo re: MWD Act and LAFCO Issues Relating to Proposed Legislative Consolidation of
MWDOC into OCWD [Revised]; and, Rutan September 11, 2013 Memo re: Approaches to Proposed Consolidation
of OCWD and MWDOC into Single Combined Wholesale and Groundwater Management District.

OCWD legal counsel’s June 23, 2011 memo opines that legislation can combine OCWD and MWDOC into a single
entity under the OCWD Act and as the MWD member agency for all of Orange County other than the cities of
Anaheim, Fullerton and Santa Ana. The legislation could exclude or include LAFCO for oversight or approval.

Either or both OCWD and MWDOC could seek legislation, to include either as the successor entity or a new entity,
and completely bypass LAFCO or include LAFCO for some purpose. If so, the legislation would likely be based on
the MSR/SOI Review and would probably require further implementing actions. Whether for purposes of such
legislation or in connection with consolidation conducted by LAFCO, their respective enabling powers require
review and identification of measures, including legislation, so LAFCO can designate the principal act under which
the successor district will operate and determine that the successor district can provide all of the services of the
two consolidating agencies at the time of consolidation. [underlining added. Government Code Section 56700(b);
Government Code Section 56826(a)(1)].

Because OCWD was not established pursuant to statutes like the 1911 Act, its powers and purposes are necessarily
detailed compared to more broadly written statutes governing 1911 Act districts that possess quasi-municipal
powers. Consequently, a comparison of expressly provided powers to a special act district like OCWD with a
specific purpose does not necessarily mean a 1911 Act district does not have the same powers just because they
are not specifically enumerated by statute.
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relating to the Metropolitan Water District Act and OCWD’s eligibility to become an MWD
member agency, the respective purposes of OCWD and MWDOC, the three cities within
OCWD and related governance and authority questions.® These OCWD and MWDOC
documents and conversations with their counsel and MWD counsel are further
addressed in this assessment.

LAFCO Process — Legislative Authority and Determinations

LAFCOs are responsible for coordinating logical and timely changes in local government
boundaries, conducting special studies that review ways to reorganize, simplify, and
streamline governmental structure and preparing a sphere of influence for each city and
special district within each county.

Established by the Legislature in 1997, the Commission on Local Governance for the
21st Century recommended changes to the law governing LAFCOs in its comprehensive
report “Growth Within Bounds.” Those recommendations became the foundation for the
Cortese-Knox-Hertzberg Local Government Reorganization Act of 2000, an act that
mandated greater independence for LAFCOs and further clarified their purpose and
mission.3*

A Commission's efforts are directed toward seeing that services are provided efficiently
and economically while agricultural and open-space lands are protected. To better
inform itself and the community as it seeks to exercise its charge, each LAFCO must
conduct service reviews to evaluate the provision of municipal services within each
county. Consequently, the Legislature has recognized the pivotal role of LAFCO in
connection with local review, control and determination. As addressed below, depending
on LAFCO’s consideration and determination of a consolidation application and the
successor entity, enabling legislation may be required prior to any LAFCO
determination. **- This is distinguished from the Legislature bypassing LAFCO to
implement consolidation, including relegating LAFCO to a ministerial role.

33 BB&K November 13, 2023 correspondence
34 See CALAFCO website; About LAFCOs
35 Government Code Section 56826(a)(1)

139



Municipal Service Review (MSR 22-06) and Sphere of Influence Review (SOI 23-06)
Orange County Water District

Consolidation and the Successor Agency

MWDOC as Successor Entity

Metropolitan Water District Member Public Agency

MWDOC is a “Public Agency” and “Member Public Agency,” both as defined in the
Metropolitan Water District Act (MWD Act).*¢ Consolidation with OCWD for purposes of
MWD does not require legislation because MWDOC is currently an MWD Member Public
Agency.

Groundwater

MWDOC was organized pursuant to the Municipal Water District Act of 1911 (the 1911
Act). Section 71610(a) of the 1911 Act, Part 5 (Powers and Purposes) provides:

Except as provided in subdivision (b),% a district may acquire, control,
distribute, store, spread, sink, treat, purify, recycle, recapture, and salvage
any water, including sewage and storm waters, for the beneficial use or uses
of the district, its inhabitants, or the owners of rights to water in the district.

Section 71590 of the 1911 Act provides:

A district may exercise the powers which are expressly granted by this
division or are necessarily implied.

There are numerous examples of 1911 Act districts involved with groundwater basin
projects and programs.3® Because 1911 Act districts can exercise groundwater basin
authority, in one instance it was necessary to enact legislation to resolve a dispute
between a 1911 Act district and water replenishment district over control of groundwater
storage.® The broadly written power of Section 71610(a) coupled with necessarily
implied powers per Section 71590, as demonstrated by examples of 1911 Act districts
exercising control over groundwater basins for beneficial use, confirm that legislation is

36 Sections 5 and 12, respectively, Metropolitan Water District Act

37 Subdivision (b), not applicable here, applies to a district located in a county with a population greater than 8
million persons.

38 Of MWD’s 26 member agencies, 11 are 1911 Act districts, all of which are directly or indirectly involved in
groundwater projects and programs, including activities related to groundwater management (e.g., Eastern
Municipal Water District). Many 1911 Act districts are actively involved in adjudicated groundwater basins
overseen for basin management purposes by watermasters. These examples indicate the 1911 Act provides broad
powers regarding waters, which include groundwater basin management, storage, conjunctive use/exchange
programs, water reuse/reclamation and conservation.

39 5B 1386 (Lowenthal); 2011-2012 Regular Session
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not necessary in order for MWDOC to exercise its existing authority regarding the
groundwater basin.*

Courts have categorized 1911 Act districts as “quasi-municipal districts”, described by
one court as formed for the purpose of supplying general municipal needs, although
these needs may be specific in their delineated character; the creation of this type of
district is not for the purpose of making a specific and narrowly limited improvement, but
is comparable to the organization of a city (Yribarne v. County of San Bernardino, 218
Cal. App. 2d 369, 32 Cal. Rptr. 847, 1963 Cal. App. LEXIS 1788). The California Supreme
Court said in the case of Morrison v. Smith Bros, Inc. “... from 1911 to date, there has
been developed a new type of public corporation, resembling in many respects
municipal corporations proper, and radically different in nature from irrigation [***15] and
reclamation districts. The case of Henshaw v. Foster, supra, clearly recognized the
distinction, holding that such quasi-municipal corporations were municipal corporations
within the meaning of article XI, section 19, of the state Constitution.” [Morrison v. Smith
Bros., Inc., 211 Cal. 36, 293 P. 53, 1930 Cal. LEXIS 299]. These cases underscore the
broad authority of 1911 Act districts, including for groundwater management purposes.

The 1975 “Joint Exercise of Powers Agreement Creating Santa Ana Watershed Project
Authority” (as amended) includes OCWD and four 1911 Act districts. The Agreement
provides: “each of the parties has the authority and power to protect and preserve the
quality of the surface and subsurface water supplies within their respective boundaries;”
that the Authority was formed pursuant to the provisions of the Government Code
“relating to the joint exercise of powers common to public agencies” (Government Code
Section 6502); and, that the powers “shall be exercised, to the extent not herein
specifically provided for, in the manner and according to the methods provided under
the “Municipal Water District Law of 1911”. If OCWD is exercising common powers
which includes surface and subsurface supplies according to the 1911 Act districts for
purposes of SAWPA, then those common powers would also be applicable to MWDOC
in connection with MWDOC’s authority and exercise of powers concerning the
groundwater basin.

Santa Ana River Judgment

OCWD is a party to the 1969 Orange County Water District vs. City of Chino, et al.
judgment. If MWDOC is the successor entity of an OCWD/MWDOC consolidation,
MWDOC will have to intervene in the Judgment. OCWD is a member agency of the Santa
Ana Watershed Project Authority (SAWPA), which was established following the

40 Government Code Sections 56050.5, 56824.10, 56824.12, however, requires LAFCO to act regarding the exercise
of latent powers.
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judgment and is engaged in ongoing projects and programs associated with the
Judgment. SAWPA-related agreements will require amendment in connection with
MWDOC'’s successor entity status.

MWDOC Boundary

OCWD’s boundary extends past the ocean shoreline commensurate with the boundary
of the groundwater basin. MWDOC’s boundary does not extend beyond the shoreline.
MWDOC’s boundary will have to be adjusted via an annexation consistent with the
OCWD/groundwater basin boundary.*!

Board Composition and Three Cities

The Cities of Anaheim, Fullerton and Santa Ana (Three Cities) are each a Member Public
Agency of MWD and are not within MWDOC.“2 Any Plan of Service submitted with a
consolidation application could include the addition of three Directors to the MWDOC
Board whose authority would be commensurate with the authority currently exercised
as members of the OCWD Board, including for purposes of retaining their sovereignty.
Specifically, that authority would be limited to groundwater basin matters within the
former OCWD boundary and include provisions to avoid incompatibility of public office
in connection with the Three Cities as independent MWD agencies sitting on the Board
of another independent MWD agency. The Plan of Services for any consolidation
proposal must address the governance issues in connection with the Three Cities.

OCWD as Successor Entity

Metropolitan Water District Member Public Agency

Per the existing provisions of the MWD Act, as a special act district, OCWD is not a
Public Agency and therefore cannot be a Member Public Agency.*® Consequently, the
MWD Act would have to be amended by legislation in order for OCWD to be considered
by MWD to become a member agency. Prior efforts to amend the MWD Act, including
member agency proxies to attend, vote and participate at MWD meetings if the member

41 Government Code Section 56017, 56021(d)
42 See 1986 detachment documents

43 Section 5: "Public agency" means any city, municipal water district, municipal utility district, public utility district,
county water district, and county water authority’; Section 12: "Member public agency" means any public agency,
the area of which, in whole or in part, is included within a metropolitan water district as a separate unit.
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public agency cannot attend the meeting have been opposed.* Recently, discussion
among MWD member agencies to introduce similar legislation indicated there is
opposition to opening the MWD Act because other unrelated amendments are likely to
be proposed.

Alternatively, it has been suggested that the OCWD Act could be amended by legislation
to provide OCWD with the same powers as a 1911 Act district. The legislation might
include a provision that the OCWD legislation is interpretative of the existing MWD Act
with respect to the types of public agencies that are member public agencies of MWD.#
Although Cortese-Knox- Hertzberg permits LAFCO to consolidate two districts with
different principal or enabling acts, LAFCO may do so only if the successor district can
provide all of the services of the two consolidating agencies at the time of consolidation.
Consequently, OCWD must be eligible to become an MWD member agency prior to
LAFCO processing any consolidation with OCWD as the successor entity.*®

OCWD Boundary

The OCWD Act is clear that the primary purpose of OCWD is the management of the
groundwater basin. The OCWD Act provides OCWD with the authority to import water
for the benefit of the groundwater basin and sell water at retail or wholesale in connection
with basin management.*’ Legislation amending the OCWD Act would be required to
change OCWD’s boundary consistent with MWDOC’s and maintaining the three cities
(Anaheim, Fullerton, and Santa Ana) within the boundary so OCWD can import and sell
water outside of the basin as MWDOC currently does. This would be irrespective of
OCWD’s groundwater basin management and would not necessarily involve the
conjunctive use of imported and basin groundwater, operationally or otherwise, except
as may be authorized or enabled by legislation.

Board Composition and Authority

Legislation would be required to elect Directors representing the area not currently within
OCWD’s boundary. The number of Directors, divisions and authority would have to be
aligned with the territory represented by the Directors and if directly related to the
groundwater basin or imported water. As this may be a mixed question, any enabling
legislation should carefully circumscribe the authority and limitations on the authority of

44 AB 885 (2007-08 Legislative Session); Governor vetoed; see 7/11/07 Senate Local Govt. Comm. Bill Analysis

% The MWD Board of Directors still has discretionary authority to approve or disapprove the special act
district/OCWD as a “member public agency”.

46 Government Code Section 56826.5(a)(1)
47 See Section 2(6) of the OCWD Act
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Directors. The Plan of Services for any consolidation application submitted to OC LAFCO
must address the governance issues.*®

Board Composition and Three Cities

The authority and jurisdiction of the Three Cities Directors would necessarily be limited
to the groundwater basin area consistent with their current status as OCWD Directors.
This would also have to be addressed in any enabling legislation with respect to the
Board composition and authority as referenced above. The Plan of Services for any
consolidation application must address the governance issues in connection with the
Three Cities.

Need for Legislation

As noted above, Government Code Section 56826(a)(1) requires that the successor
entity must have the authority to provide all of the services of the two consolidating
agencies at the time of consolidation. As addressed above, legislation is required in order
for OCWD to be considered a member agency and also for purposes of its boundaries,
Board composition and governance.

5.6 Plan For Service

Submittal of an application to OC LAFCO, accompanied by a plan for providing services,
to consolidate OCWD and MWDOC into a single successor agency is required. In
accordance with Government Code Section 56653, the “Plan for Service” shall address
all of the following information and any additional information required by the
Commission or the Executive Officer:

(1) An enumeration and description of services currently provided or to be extended
to the affected territory.

(2) The level and range of those services.

(3) An indication of when those services can feasibly be extended to the affected
territory, if new services are proposed.

(4) An indication of any improvements or upgrading of structures, roads, sewer or
water facilities, or other conditions the local agency would impose or require
within the affected territory if the change of organization or reorganization is
completed.

(5) Information with respect to how those services will be financed.

48 Government Code Section 56653
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In addition to the requirements noted above, the “Plan for Service” shall also include all
of the following information:

a)

5.7

The total estimated cost to provide the new or different function or class of
services within the boundary of the Successor Agency. (New or Different Services:
G.C. 56824.12)

The estimated cost of the new or different function or class of services to
customers within the boundary of the Successor Agency. (New or Different
Services: G.C. 56824.12)

Identification of existing providers, if any, of the new or different function or class
of services proposed to be provided and the potential fiscal impact to the
customers of those existing providers. (New or Different Services: G.C. 56824.12)

A plan for financing the establishment of the new or different function or class of
services within the boundary of the Successor Agency. (New or Different Services:
G.C. 56824.12)

Alternatives for the establishment of the new or different function or class of
services within the boundary of the Successor Agency. (New or Different Services:
G.C. 56824.12)

Findings

In accordance with Gov Code Section 56826.5(b)(2), LAFCO must make the
determination that public service costs of a proposal for consolidation are likely to be
less than or substantially similar to costs under alternative means of providing services.

The following findings are not intended as conclusions or recommendations but rather
have been developed in line with materials provided and interviews conducted with
MWDOC and OCWD and assumptions as noted within this MSR or its attachments.

1.

The combined average annual expenses based on the last three years (Fiscal
Years 2021-22, 2022-23, and 2023-24) of adopted budgets for MWDOC and
OCWD total approximately $517 million (Table 13).

In part to a consolidation of OCWD and MWDOC, 18 positions were found to be

potentially redundant, resulting in cost savings in average annual salaries of
approximately $2.25 million (Table 14).
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3. The elimination of redundant staff positions, reduction in board members from 17
to 10, savings from economies of scale for overhead expenses and healthcare
benefits as a result of consolidation would have a net savings for the Successor
Agency of approximately $3.98 million annually (Table 15).

4. Consolidation with all employees enrolled in a defined benefit plan (CalPERS) is
estimated to have a net annual savings of approximately $2.408 million in addition
to the total savings identified in Table 15 ($3,984,377) for an estimated savings of
approximately $6,391,927 (Table 16).

5. Consolidation with all employees enrolled in a defined contribution plan (401(k)) is
estimated to have for Employee Benefits of approximately $376,734 (Table 18).
Because the unfunded liability payment would be eliminated and the contributions
to the defined contribution plan would increase, the net total savings would be
$3,897,717. However, this does not include the termination payment for CalPERS,
which ranges from $10.4 million to $26 million (Table 17).

6. The estimated cost to terminate MWDOC’s enrollment in CalPERS is between
approximately $10.4 million and $26 million. A financing instrument could be used
to pay this off over time (Table 17).

7. Transitional costs of consolidation will be incurred, but the total amount is
unknown. These temporary expenses may include consultant fees to guide the
process, legal fees related to modifying contracts/agreements, preparation of
studies and planning documents such as a Capital Improvement Program, and
overlapping staff positions and board members continuing their roles temporarily
during the integration phase. Other potential costs can include communication
campaigns related to public relations and marketing, as well as technology and
systems integration.

8. The projected annual revenues of the Successor Agency (including pass-through,
net-neutral revenues) is estimated at approximately $517 million, of which the
majority is from OCWD revenues (Table 19).

9. The projected Statement of Net Position for the Successor Agency estimates total
assets (current and noncurrent) and total deferred outflows of resources at
approximately $1.47 billion and total liabilities (current and noncurrent) at
approximately $981 million. Therefore, the projected net position of the Successor
Agency is a positive $485.6 million with the majority (67%) from unrestricted
(Table 20).

10.Based on the financial analysis conducted herein using the last three years of
adopted budgets as a baseline for the Successor Agency, and Statement of Net
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Position showing a healthy net positive value, consolidation of the two agencies
is considered fiscally feasible and sustainable.

11.Water supply reliability and services to MWDOC’s member agencies and OCWD’s
Groundwater Producers are not anticipated to be interrupted or diminished by a
consolidation of the agencies.

12.Consolidation of OCWD and MWDOC may offer opportunities involving unified
representation of Orange County water suppliers at the local, state, and federal
levels through representation of Orange County on the MWD Board of Directors,
grants and low-interest loan funding opportunities, and legislative advocacy.
However, if the provision of groundwater management and wholesale water
services by the two agencies remains the status quo, then there may be
opportunities for OCWD and MWDOC to collaborate on mutually beneficial efforts
and projects and elimination of redundancies to improve efficiencies in water
service delivery to Orange County ratepayers.
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Appendix A

Appendix A
MWDOC and OCWD Budget Line Item Explanations

Column 2

Line Item Descriptions Exactly as Printed in
Adopted Budgets of Each Agency Explanation why the budget line shows no value.

Salaries & Wages

1 Salaries & Wages -

2 less for Recovery from Grants OCWD: Grants are included in revenues, Rents, Royalties and Others

3 Overtime MWDOC: This item is budgeted under: Salaries & Wages (Line 1)

4 Payroll Taxes MWDOC: This item is budgeted under: Salaries & Wages (Line 1)

5 Capitalized Salaries MWDOC: N/A — MWDOC does not have capitalizable expenses at this time

6 Temporary Workers - General Total MWDOC: This item is budgeted under: Salaries & Wages (Line 1)

7 Expense - Contra MWDOC: This item is budgeted under: Less for Recovery from Grants (Line 2)

Employee Benefits -

8 Employee Benefits -

9 CALPERS Unfunded Liability Contribution OCWD: N/A the District is not a defined benefit retirement

10 Health Insurance Coverage for Retirees -
11 Retirement MWDOC: Retirement is CalPERS and is posted to Employee Benefits (Line 8)
12 Capitalized Benefits MWDOC: N/A - MWDOC does not have capitalizable expenses at this time
MWDOC: expense for retiree health is under Health Insurance Coverage for Retirees
13 Retiree Health Trust (Line 10)
Director Fees & Costs -
14 Director Compensation -
OCWD: Director benefits are included in Payroll Taxes, Retirement, and Workers'
15 Director Benefits Comp (Lines 4, 8, 21)
16 MWD Representation OCWD: The District does not have this expense
17 Election Expense MWDOC: This item is budgeted under: Contribution to Election Reserve (Line 18)
18 Contribution to Election Reserve OCWD: Election Expense is the same as MWDOC's Election Reserve (Line 17)
Insurance Expense -
19 Insurance Expense -
20 Insurance Refund MWDOC: N/A - MWDOC does not budget for Insurance Refund
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Column 1

Column 2

Line Item Descriptions Exactly as Printed in

Line Adopted Budgets of Each Agency Explanation why the budget line shows no value.
21 Workers' Compensation MWDOC: This item is budgeted under: Insurance Expense (Line 19)
22 Claims Total MWDOC: N/A - MWDOC does not budget for Claims Total

Office Supplies/Expense -
MWDOC: office expense is under: Outside Printing, Subscription & Books (Line 24);
23 Office Expense - General Total Office Supplies (Line 25); and Postage/Mail Delivery (Line 26)
24 Outside Printing, Subscription & Books OCWD: Subscriptions are included in line 70 below
25 Office Supplies OCWD: Office supplies are included in line 23 above
26 Postage / Mail Delivery OCWD: Postage/Mail Delivery is included in line 23 above
Supplies -
27 Supplies - Water Loss Control OCWD: the District does not have this expense category
28 Business Expense OCWD: the District does not have this expense category
29  |Chemicals - Polymer Total MWDOC: N/A
MWDOC: supplies are under Office Supplies (Line 25) and Supplies - Water Loss
30 Operational Supplies Control (Line 27)
Professional Fees -
31 Legal Expense - General -
32 Audit Expense OCWD: This is included in Professional Services (Line 35)
33 Outside Consulting Expense OCWD: This is included in Professional Services (Line 35)
34 Professional Fees OCWD: This is included in Professional Services (Line 35)
35 Professional Services - General Total MWDOC: This is budgeted under: Professional Fees (Line 34)
36 Legal Advertising Total MWDOC: Advertising would be under Professional Fees (Line 34)
MWDOC: Engineering Services is budgeted under: Outside Consulting Expense (Line
37 Professional Services - Engineer Total 33)
38 Lab Samples Analysis Total MWDOC: N/A
39 Security Program Total MWDOC: N/A
Rent -
40 Rents & Leases OCWD: This is included in Rent Equipment (Line 41)
41 Rent Equipment - Gen Total MWDOC: N/A - MWDOC does not have any rental equipment
Vehicle Expense -
42 Vehicle Expense - Water Loss Control OCWD: This is included in Maint Equipment (Line 48)
43 Automotive & Toll Road Expenses OCWD: This is included in Gas & Diesel (Line 44)
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Column 1

Column 2

Line Item Descriptions Exactly as Printed in

Line Adopted Budgets of Each Agency Explanation why the budget line shows no value.
44 Gas & Diesel Fuel Total MWDOC: This item is budgeted under: Vehicle Expense (Line 42)
45 Fuel - Off Road Total MWDOC: N/A
Repairs & Maintenance -
46 Maintenance Expense OCWD: This is included in Maintenance Equipment (Line 48)
47 Building Repair & Maintenance OCWD: This is included in Building Repair & Maint (Line 49)
48 Maint Equipment MWDOC: N/A - MWDOC does not have any Maintenance equipment
49 Building Repair & Maintenance MWDOC: Same as MWDOC's Building Repair & Maintenance (Line 47)
Computer & Software -
50 Software Support & Expense OCWD: This is included in Hardware/Software (Line 53)
51 Computer Maintenance OCWD: This is included in Maintenance Equipment (Line 48)
52 Computers and Equipment OCWD: This is included in Hardware/Software (Line 53)
MWDOC: This item is budgeted under: Software Support & Expense (Line 50),
53 Hardware/Software Total Computer Maintenance (Line 51) and Computers and Equipment (Line 52)
Telephone Expense -
54 Telecommunications Expense -
Memberships -
55 Membership / Sponsorship -
Center for Demographic Research
56 Participation OCWD: This is included in Membership/Sponsorship (Line 55)
Conferences & Travel
57 Conference Expense - Staff OCWD: This is included in Travel/Conf./Mileage (Line 61)
58 Conference Expense - Directors OCWD: This is included in Travel/Conf./Mileage (Line 61)
59  |Travel & Accommodations - Staff OCWD: This is included in Travel/Conf./Mileage (Line 61)
60 Travel & Accommodations - Directors OCWD: This is included in Travel/Conf./Mileage (Line 61)
MWDOC: This item is budgeted under: Conference Expense - Staff (Line 57),
Conference Expense - Directors (Line 58), Travel & Accommodations - Staff, (Line 59)
61 Travel/Conference/Mileage Total and Travel & Accommodations - Directors (Line 60)
Utilities Expenses =
MWDOC: All of MWDOC's utilities are shared with OCWD and paid through Office
62 Utilities - Electricity Total Maintenance (Line 46)
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Column 1 Column 2

Line Item Descriptions Exactly as Printed in

Line Adopted Budgets of Each Agency Explanation why the budget line shows no value.

63 Utilities - Electricity (66Kv Fv Site Sce) Total |[MWDOC: N/A

64 Utilities Electrical Curtailment Power Cr MWDOC: N/A
65 Utilities - Gas Total MWDOC: N/A
66 Utilities - Water Total MWDOC: N/A
Training
67 Training Expense
68 Tuition Reimbursement OCWD: This is included in Education Tuition Reimbursement (Line 69)
69 Education Tuition Reimbursement Total MWDOC: This item is budgeted under: Tuition Reimbursement (Line 68)
MWDOC: This item is budgeted under: Outside Printing, Subscription & Books (Line
70 Subscriptions Total 24) or Membership/Sponsorship (Line 55)
Misc Exp -
71 Miscellaneous Expense -
72 Temporary Help Expense OCWD: This is included in Temporary Workers (Line 6)
MWDOC's Contribution to WEROC:
73 Operations OCWD: This is included in Inter Agency (Line 78)
74 WFB/County Banking Charge Total MWDOC: Banking fees are included under Miscellaneous Expense (Line 71)
Marketing -
75 Event and Marketing MWDOC: This item is budgeted under: Professional Fees (Line 34)
76  |MWDOC Cost Share MWDOC: N/A
Inter-agency -
77 Licenses And Permits Total MWDOC: N/A
78 Inter Agency Total MWDOC: N/A
79 Taxes & Assessments Total MWDOC: N/A

Capital Acquisition -

80 Capital Acquisition (excluding building) OCWD: This is included in Capital Projects (Line 82)

81 Capital Acq Prior Year Carryover Credit OCWD: This is included in Capital Projects (Line 82)

MWDOC: This item is budgeted under: Capital Acquisition (excluding building) (Line
82 Capital Projects (Debt & PAYGO funded) 80) and Capital Acq Prior Year Carryover Credit (Line 81)
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Column 1

Column 2

Line Item Descriptions Exactly as Printed in

Line Adopted Budgets of Each Agency Explanation why the budget line shows no value.
MWDOC: This item is budgeted under: Capital Acquisition (excluding building) (Line
83 New Equipment 80) and Capital Acq Prior Year Carryover Credit (Line 81)
Building Expense -
84 MWDOC's Building Expense OCWD: This is included in R&R Expenditures (Line 93)
85 Building Expense Prior Year Carryover Credit [OCWD: This is included in R&R Expenditures (Line 93)
PFAS =
86 PFAS O&M Expenditure MWDOC: N/A
Water Expenses =
87 Water Purchases -
88 Local Resource Program Incentives OCWD: The District does not have this expense
89 Readiness-To-Serve Charge OCWD: This is included in Water Purchases (Line 87)
90 Capacity Charge OCWD: This is included in Water Purchases (Line 87)
91 SCP/SAC Pipeline Surcharge OCWD: The District does not have this expense
Debt Expenses =
92 Debt Service MWDOC: N/A
Replacement and Refurbishment (R&R)
Expenses -
93 R&R Fund Expenditures MWDOC: N/A
94 Appropriation to R&R Reserves MWDOC: N/A
N [ A —
Note: Line item names appear exactly as they appear in the adopted budgets of each agency. Subheaders and grouping of line items
were assigned by WEBB in consultation with each Agency.
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Appendix B
Successor Agency Budget Explanation of Line Item Savings

The savings in Line 1 would result from reductions in staff salaries for the redundant employee positions identified in Table 5.3.2.

The savings in Line 8 would result from decreased cost of providing employee healthcare benefits because of reductions in staff identified in Table
5.3.2. No changes to retirement benefits are assumed in this instance of the budget. Changes to retirement benefits are shown in Tables 5.3.4 and
5.3.6. Notably the Retiree Health Trust for OCWD is significantly lower in FY 23/24 ($640,000) as compared to the two prior fiscal years (510,139,956 in
FY 21-22 and $10,711,809 in FY 22-23).

The savings in Lines 14 and 15 would result from a Successor Agency with a 10-member Board of Directors.

The savings in Lines 17 and 18 would result from only one election for one Successor Agency.

The savings in Line 21 would result from economies of scale due to reductions in staff identified in Table 5.3.2.

The savings in Lines 23, 24, and 25 would result from economies of scale due to reductions in staff identified in Table 5.3.2.

The savings in Lines 31, 32, 33, and 34 would result from economies of scale due to certain duplicative administrative overhead costs.

The savings in Lines 46 and 47 would result from the Successor Agency utilizing the same buildings that OCWD and MWDOC share.

The savings in Lines 50 through 53 would result from economies of scale due to reduced staff identified in Table 5.3.2 and based on the average costs
of software, computer maintenance, computers and equipment, and software/hardware.

The savings in Line 54 would result from economies of scale due to reduced staff identified in Table 5.3.2 and based on the average costs of
telecommunications.

The savings in Line 55 would result from economies of scale due to reduced staff identified in Table 5.3.2 and based on the average cost of
membership/sponsorships.

The savings in Line 56 would result from reducing participation by one agency.

The savings in Line 57 is an estimated reduction of 30% due to reductions in staff identified in Table 5.3.2.

The savings in Line 58 is an estimated reduction of 50% due to reductions in the number of Directors from 17 to 10.

The savings in Line 59 is an estimated reduction of 30% due to reductions in staff identified in Table 5.3.2.

The savings in Line 60 is an estimated reduction of 50% due to reductions in the number of Directors from 17 to 10.

The savings in Line 61 is an estimated reduction of 30% due to reductions in staff identified in Table 5.3.2 and reduction in the number of Directors
from 17 to 10.

The savings in Line 67 is due to reductions in staff identified in Table 5.3.2, calculated on a proportional basis to the reduction in full-time employees
(FTE’s).

The savings in Line 68 is the result of reductions in staff identified in Table 5.3.2. Line 69 is calculated to show the proportional increase in cost
associated with the remaining staff of the Successor Agency.

No savings is expected in Line 87 because any potential savings resulting from consolidation related to water purchases would be offset by an equal
reduction in revenue for the Successor Agency.
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Existing Projects, Programs, and Contracts of MWDOC and OCWD

APPENDIX C

Municipal Water District of Orange County

Contract or Program or Project

Description

Notes

1.

America’s Water
Infrastructure Act (AWIA)

MWDOC’s WEROC completed an effort to facilitate a contract with
participating WEROC member agencies to address the
requirements of America’s Water Infrastructure Act (AWIA). The
AWIA requires utilities to conduct a Risk and Resilience Assessment
of their community water systems and develop a corresponding
Emergency Response Plan.

Completed in 2022 and has a 5-
year renewal period

Baker Pipeline

MWDOC owns the pipeline which conveys untreated water
including all easements and right-of-way, subject to the right Irvine
Ranch Water District (f.k.a., Los Alisos Water District) and El Toro
Water District to also use the easements.

MWDOC has assigned or leased
all of its capacity rights and
obligations to District member
agencies. The pipeline is
estimated to have a remaining
useful life of at least 20 years

Climate Adaption Master
Plan

MWDOC has actively participated with The Metropolitan Water
District of Southern California (MWD) in its development of this Plan.

Consumer Confidence
Reports

MWDOC has provided professional consulting services to
MWDOC’s 27-member agencies in coordinating and preparing
mandated Water Quality, Consumer Confidence Reports (CCR’s).

Government Affairs
Advocacy

MWDOC contracts with federal, state, and local lobbyists who
provide representation to MWDOC and its member agencies in
Washington D.C., Sacramento and throughout Orange County.
MWDOC uses its contract lobbyists to advocate for issues that
affect both MWDOC and its member agencies - issues that have
significant impact on water providers throughout the county.

Grants Tracking and
Reporting

MWDOC entered into an agreement for grants tracking, writing and
acquisition services. This service is made available to all member
agencies and the consultant monitors and tracks potential funding
opportunities for projects seeking funding.
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APPENDIX C

Municipal Water District of Orange County

Contract or Program or Project

Description

Notes

7. lrvine Ranch Water
District’s Baker Treatment
Plant

MWDOC performs the billing for all the participating agencies.

8. K-12 Education Program
— Grab-and-Go Activities,
Water Education School
Program

MWDOC in partnership with Orange County Department of
Education (OCDE) have developed “Grab-and-Go” activities which
are prepared and packaged by MWDOC and reviewed and vetted
by OCDE. These are free activities offered to enhance educational
programming. The MWDOC Water Education School Programs now
serve Orange County students in Kindergarten through High School
(K-12).

9. Lead & Copper Rule
Revision Shared Service
Program

MWDOC assists Orange County water agencies in their compliance
efforts with US EPA Federal regulations known as the National
Primary Drinking Water Regulation: Lead and Copper Rule
Revisions.

10. Master Agreement with
Cities of Anaheim,
Fullerton, and Santa Ana

Streamlined many of MWDOC's regional programs through a single
agreement that covers several programs. This formalization allows
for timely processing of payments, clear delineation of program
participation, and delineation of the roles and responsibilities for
both signatories.

These agreements allow
MWDOC and the Three Cities to
work together on a variety of
efforts including:

-Urban Water Management Plan
Shared Services

-Water Use Efficiency Programs

-Water Loss Control Shared
Services & Water Loss Technical
Assistance

-MWDOC K-12 Water Education
Programs

-Lead & Copper Rule Revision
Shared Services Program
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Municipal Water District of Orange County

Contract or Program or Project Description

Notes

11. Memberships with Joint MWDOC participates in multiple JPA agreements that involve joint

Powers Agencies (JPA) operation and maintenance of facilities and infrastructure and the
financing of insurance coverage. The joint agreements involving
municipal service delivery include:

e Santiago Aqueduct Commission — Operation and maintenance of
the Baker Pipeline (previously called the Santiago Aqueduct
Commission Pipeline)

e Joint Exercise of Powers for Construction, Operation and
Maintenance of the East Orange County Feeder No. 2 Pipeline —
other parties are Metropolitan, Anaheim and Santa Ana

12. MWDOC Headquarters MWDOC owns its headquarters building. The land the headquarters
building resides in is leased by OCWD to MWDOC per a joint

Continue remodel in Fiscal Year
(FY) 2023-24 using funds in the

the Doheny Ocean Desalination Project.

agreement. FY 2023-24 budget.
183. Ocean Desalination MWDOC continues to work with local and regional water agencies
Opportunities on implementation planning for local resources projects, including

14. Office Space at OC-70 The Water Emergency Response Organization of Orange County

Pump Station (WEROQOQ) is administered by MWDOC to support and manage
countywide emergency preparedness, planning, response, and
recovery efforts among Orange County water and wastewater
utilities. WEROC has a muti-party agreement with Metropolitan for
use of this office space.

No current plans for
improvements or expansion
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Contract or Program or Project

Description

Notes

15. Outreach and Community
Education

Outreach to the elected officials in the Orange County delegation on
the local, state and national level and education on issues critical to
the region. Through special education and outreach activities,
Water Advisory Committee Orange County (WACQO) meetings,
Independent Special Districts of Orange County (ISDOC).

MWDOC administers and negotiates Storage Agreements/Program
for its member agencies. Among these include:

-MWD/MWDOC/OCWD Conjunctive Use Storage Agreement
-MWD/MWDOC/OCWD Cyclic Storage Agreement
-MDW/MWDOC Cyclic In-Lieu Deliveries Program

16. Public Awareness
Campaign

MWDOC presently develops, coordinates, and delivers a substantial
number of programs and services aimed at elevating stakeholders’
awareness about water policy, efficient water use, and MWDOC'’s
role in advocating for sound policy and water reliability investments
that are in the best interest of Orange County.

17. Reliability Planning Efforts

The Orange County Water Reliability Study is a comprehensive
study of Orange County’s long-term water reliability, providing
valuable information to key decision makers regarding the future of
Orange County’s water supplies.

MWDOC’s initial Orange County
Reliability Study was in 2016,
the study was updated in 2018,
and most recently again in 2023.

18. South Emergency
Operating Center (SEOC)

MWDOC has been leasing the Prothero Filtration Plant Facilities, a
part of El Toro Water District, as the WEROC’s South Emergency
Operating Center. MWDOC also has an agreement with MWD to
use their facility located off Peter Canyon Road in Orange as
WEROC’s North Emergency Operating Center (NEOC).
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member agencies. Seven key goals were developed. This document
serves as a blueprint, establishing a baseline understanding for how
MWDOC'’s programs will provide information and value to its various
stakeholders, partners, and employees; and support MWDOC's
mission, goals, and objectives to secure long term water reliability
for the region.

Contract or Program or Project Description Notes
19. Strategic Developed through the foundational work completed through the Completed in Fiscal Year 2023-
Communications Facilitated Discussions Project to ensure MWDOC'’s Strategic 2024
Program and Plan Priorities aligned with the needs of the community and MWDOC

Conducted on a five year cycle

20. Urban Water In 2010, 2015, and 2020 MWDOC led the selection and
Management Plans administration of hiring a consultant to assist over 22 agencies
(UWMP) (including Santa Ana and Fullerton) update their state mandated

Urban Water Management Plans.

21. Water Loss Control A hybrid program with policy, work group and grant acquisition

Program related activities funded as a Core activity through the MWDOC

General Fund and all other activities are Choice activities funded by
participating retail agencies. All 32 retail agencies actively
participate in MWDOC'’s choice-based Water Loss Control Program.

22. Water Loss Control included one-on-one technical assistance from a consultant

Technical Assistance specializing in distribution system water loss and the establishment
of an Orange County Water Loss Control Work Group. MWDOC
now offers a total of ten services with several sub-tasks designed to
assist agencies in obtaining compliance with the water loss
mandate adopted by the legislature through Senate Bill (SB) 555
from 2015.
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MWDOC has secured funding from MWD to offset costs to
participating retail agencies. These services are provided to
agencies through a long-term shared services agreement between
MWDOC and each agency. The agreement includes annual
addendums that allow agencies to select which services they plan
to access during the coming year.

Contract or Program or Project Description Notes
23. Water Loss Control Water Loss Control Shared Services include: MWDOC routinely evaluates the
Shared Services . Water Balance Validation services offered and tailors them
to reflect the needs of the
. Distribution System Leak Detection Orange County retail agencies.
o Suspected Leak Investigations Other Potential future Water
. Sales Meter Accuracy Testing !‘OSS Cont'rol Shared Services
include: Fire Hydrant
o Distribution System Pressure Surveys Maintenance, Gate Valve
. Distribution System Flushing Exercising, Air Release Valve

Maintenance, Blow-off
Assembly Maintenance, Cla-Val
Automatic Control Valve
Preventative Maintenance

24. Water Emergency Managed and operated by MWDOC, WEROC is supported by a
Response Organization of | group of water and wastewater providers that include Anaheim,
Orange County (WREOC) | Fullerton, Santa Ana, Orange County Sanitation District, Orange

County Water District, and South Orange County Wastewater

Authority. Additionally, WEROC maintains an Emergency Operations

Centers (EOC), which play a crucial role in the coordination of

emergency response operations during disasters.

25. Water Energy Education Water Energy Education Alliance (WEEA) was created to build and
Alliance (WEEA) bolster career pathways to water and energy jobs for Southern
California students.

MWDOC began administration
of WEEA in May 2020.
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responsible water use.

practices. MWDOC advocates for water-related policies at the state
level, pushing for regulations and legislation that promote

Contract or Program or Project Description Notes
26. Water Use Efficiency MWDOC collaborates with local water agencies, cities, and
(WUE) Program stakeholders to promote water use efficiency and sustainable water

Source:

a. Webb Associates, Responses from OCLAFCO MSR Survey for MWDOC, September 15, 2023
b. OC LAFCO, Municipal Service Review for the Municipal Water District of Orange County. September 9, 2020
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Contract or Program or Project

Description

Notes

1.

Alamitos Sea Water
Barrier Project

OCWD has an agreement with LA County Public Works, the Water
Replenishment System and the city of Long Beach to operate.

Government Affairs

OCWD lobbyists at local, state, and federal levels.

Green Acres Project

Deliver recycled water to 4 cities and one retail water agency

Groundwater Laboratory
Testing

OCWD provides to the Groundwater Producers the Philip L.
Anthony Water Quality Laboratory

Bernardino Valley
Municipal Water District,
Inland Empire Utilities
Agency, and the Eastern
and Western Municipal
Water Districts

5. Groundwater OCWD expanded this water recycling project to replenish the
Replenishment System groundwater basin. OCWD has an agreement with OC Sanitation for
Program them to operate the system.

6. JPA with the San Through the JPA, OCWD participates in SAWPA. The JPA manages

water supply and quality issues in the Santa Ana River Watershed.

Groundwater Storage
Program

7. In-Lieu Program Brings additional treated imported water supplies via MWDOC
(when they are available for purchase) for Producers to use.
8. MWD Long-Term OCWD has a contract with MWD to store water in the local 25-year agreement ends in 2028

groundwater basin.

Agreement and Lease

OCWD owns all of the land at its Fountain Valley headquarters,
including the land under the OCWD and MWDOC buildings
(collectively, the “Office Facilities”). OCWD owns about 66% and
MWDOC owns 33% of the Shared Office Facilities. OCWD leases
50% of the land under the Office Facilities to MWDOC.

Agreement and Lease has a 50-
year term from April 15, 1987
through April 15, 2037.
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Contract or Program or Project Description Notes
- City of Fullerton
10. PFAS Grant Applicat °
rant Applications e East Orange County Water District
¢ Irvine Ranch Water District
e City of Tustin
e City of Orange
11. PFAS Groundwater OCWD has an agreement with 15 Groundwater Producers to OCWD will also pay for 50% of
Treatment Systems construct and operate PFAS groundwater treatment systems the annual operation and
maintenance costs for these
treatment systems
12. Prado Dam Wetlands Constructed and operate natural wetlands behind Prado Dam to
provide treatment to the Santa Ana River before it enters Orange
County.
13. Refurbishment and OCWD maintains this program to fund the replacement and repair of | The annual contribution to the
Replacement Program infrastructure. fund increases 7%.
(R&R)
14. Santa Ana River Prop. 84 grant between SAWPA and DWR for OCWD to store
Conservation and surplus State Project Water from MWD (extraordinary supply water)
Conjunctive Use Program | and imported water (local water).
(SARCCUP) water bank
15. South OC Emergency OCWD has a contract with these agencies to provide water supplies | Up for renewal in 2029.
Service Program during emergency events.
16. Sunset Gap Seawater OCWD would fund the construction of this project to prevent This project would occur over
Intrusion Project seawater intrusion into the groundwater basin at this location. the next 10 years. Seeking state
and federal grant funding.

Source:

a. Webb Associates, Responses from OCLAFCO MSR Survey for OCWD, September 15, 2023
b. OCLAFCO, Municipal Service Review and Sphere of Influence Update for the Orange County Water District. September 10, 2024
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