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California lands $517M in stimulus funds for EPA projects

Los Angeles Business from bizjournals - by Michael Shaw Sacramento Business Journal

California has received more than $517 million in stimulus funds through U.S. Environmental Protection Agency projects, the
agency announced Thursday.

So far, the stimulus has funded the following programs:

« $2.8 million for the California State Water Resources Control Board for water quality management planning. The board’s clean
water revolving fund will receive $280 million total for water quality protection projects.

 $159 million to provide low-interest loans for drinking water systems through the California Department of Public Health

« $8.5 million to seven California Indian tribes for improved access to water services, including upgrades to wastewater treatment and
sewer connections.

 $1.73 million to the California Air Resources Board for clean diesel projects. Eligible projects include engine idling reduction,
engine and vehicle replacement, and clean diesel emerging technologies.

« $15.5 million for a cooperative agreement with the California State Water Resources Control Board for assessment and cleanup of
underground storage tank petroleum leaks.

« More than $25.4 million in clean diesel recovery funds to replace, repower and retrofit engines in buses, heavy-duty trucks, locomotives,
agricultural vehicles, construction vehicles, and cargo handling equipment in Southern California and the Bay Area.

« $3.3 million to clean up brownfields sites contaminated by hazardous chemicals or pollutants.

All contents of this site © American City Business Journals Inc. All rights reserved.
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Elsinore Valley Municipal Water District (EVMWD) is offering a free Landscape
Workshop for Homeowners on Saturday, September 26, from 9 a.m. to 1 p.m. at their
offices, located at 31315 Chaney St., Lake Elsinore. The class will offer information on
tough, drought tolerant native plants that can save time, money and water, which types
of plants are best for slopes and MP rotors and drip irrigation. To reserve a seat for the
class, please call 674-3146, ext. 8247. Classes can accommodate up to 75 people, but it
is asked that young children not be brought to the class. A similar class is also available
online at www.bewaterwise.com, where information on additional upcoming classes can
also be found.
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IBM plunges into the 'smart grid for water

by Martin LaMonica

Even as billions of dollars are being spent around the world to modernize the electricity grid, the
systems to delivery fresh water are also in desperate need of a 21st century upgrade.

IBM is developing a portfolio of IT-related water management technologies, a business that it
estimates can total $20 billion within five years. At a water conference next week, IBM and Intel
will be forming a working group to study how information and technology can be used to improve
water management, according to IBM.

The goal is to sketch out the technical architecture required to more efficiently use fresh water, only
one percent of the available water on Earth.

Water systems even in developed countries like the U.S. are
notoriously outdated, with faulty pipes--some of them still made of
wood--result in 25 percent to 45 percent lost water. That means high-
tech approaches, such as using sensors to gauge water quality, are a
tough sell to cash-strapped municipalities, most of which are more
concerned with maintaining the basic infrastructure.

IBM is betting, though, that fresh water will have more value attached to it from the public,
governments, and corporations.

"The hard truth is that most of the countries in the developing world are outgrowing the amount of
water that is available to them," said Peter Williams, the chief technology officer of IBM's Big
Green Innovations program, who representing IBM at a conference organized by the Water
Innovations Alliance industry association next week. "Certainly, it's the case that water is the great
sleeping crisis and it is most definitely starting to wake up."

IBM launched Big Green Innovations two and a half years ago to capitalize on constraints in
energy generation, carbon emissions, energy in the data center, and water. For the past 18
months, IBM has focused more of its attention on water, said Williams, who characterized the
business as "incredibly nascent."”

Reservoirs of data
Upgrading the water utility infrastructure is analogous to the many smart-grid technologies now
being tested to make the grid run more efficiently and use more renewable energy.

http://news.cnet.com/8301-11128 3-10345122-54.html 9/4/2009






IBM plunges into the 'smart grid for water' | Green Tech - CNET News Page 2 of 3

Gathering and processing information on the status of delivery allows water agencies to better
manage their operations. For example, if a water authority can use meters or sensors to locate
problems, such as leaks or sewage overflows, they can cut their maintenance costs, Williams
explained.

IBM has already had a number of water-related deals. In a partnership with the Nature
Conservancy, it's gathering data on various environmental factors to measure the health of river
ecosystems. In the Netherlands, IBM is involved in the design of levies to understand potential
breaking points.

In these cases, IBM is building the software and networks to handle incoming data from sensors
and to provide tools to let people analyze the information. It's also testing smart water meters that
would provide more accurate consumption data and alert customer if there's a problem, such as a
leak. It's also looking at new sensors being developed to track the level of pathogens or chemical
contaminants that come from use of pharmaceuticals.

Big Blue's Maximo "asset management" software is used by many water utilities to keep track and
maintain their equipment of pumps, plants, and filtration equipment.

Still, water utilities are a generally low-tech bunch when it comes to IT. Most water authority
executives don't consider technology options beyond basic SCADA control systems, Williams said.
"They are where (electricity) utilities were five or 10 years ago," he said.

Corporate risk
IBM is pushing into water because the trends on water point to the need for greater conservation for
social and economic reasons.

In poor countries, billions of people don't have regular access to clean water. Meanwhile,
high-profile droughts in Australia and the western U.S. served by the Colorado River are
causing severe financial problems for different industries, notably agriculture.

The high energy cost of delivering water helps makes the economic case for better monitoring and
data analysis. In the U.S., between 3 percent and 4 percent of the entire electricity output is used to
pump water. In California, it's almost 20 percent. Meanwhile, low water levels in rivers and
reservoirs forced the shut down of nuclear reactors in France a few years ago.

Industries that rely on water, such as semiconductors, agriculture, or beverages, are susceptible to
disruptions of supply. There's also "reputational risk™ when consumers perceive that businesses are
profligate with water, Williams said.

http://news.cnet.com/8301-11128 3-10345122-54.html 9/4/2009
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MWD CONTRACT HIGHLIGHTS

The Metropolitan Water District of Southern California and its four bargaining units
have reached agreement on new five-year contracts. The agreements with AFSCME,
Local 1902; Management & Professional Employees Association (MAPA); Supervisors
Association; and Association of Confidential Employees (ACE) have been ratified by the
unions, and now await final approval by Metropolitan’s Board of Directors at its
September 15 meeting.

A SMART, PRUDENT DEAL

e At a time when Southern California is facing serious economic challenges, the
labor unions and Metropolitan have reached tentative agreement on a
groundbreaking contract that is estimated to save $21 million for Metropolitan
over the life of the contracts while at the same time providing for modest wage
and benefit increases.

e Highlights of the new agreement include:
o No cost-of-living salary increases for the first year of the agreements.

o The Supervisors Association, which had previously negotiated a 2% salary
increase for 2009, elected to forego the increase.

o ACE agreed to forego its previously negotiated Pay-for-Performance Plan,
which provided lump sum payments annually to eligible employees
aggregating 3% of ACE payroll.

o 2% salary increases across the board the second year of the contract.

o Inyears 3-5 of the contract, across-the-board salary increases equivalent to the
increase in the CPI for the Los Angeles-Riverside-Orange County areas with a
cap of 7% on the maximum increase possible and a provision for zero salary
increases in the event of a deflationary economy.





BENEFIT INNOVATIONS

e These agreements include groundbreaking structural changes to employee
benefit packages that will benefit both Metropolitan and its employees as it
provides for cost containment without layoffs or furloughs. These changes result
in long-term cost savings that have only been estimated for a five year period of
time, but will continue after the five year contract period.

e Benefit restructuring, which will include implementation of the PERS 2.5% @55
formula, up from 2%@55, with costs offset by employee concessions, including;:

o Elimination of annual payouts for unused sick leave and vacation;
o Elimination of one paid holiday and one personal leave day;

o Reductions to Metropolitan’s 401(k) matching contributions;

o Greater employee contributions towards retiree medical costs.

e The refined package will bring Metropolitan up to the mid-range in terms of
what its member-agencies offer retiring employees.

¢ An innovative structure to help fund current and future retiree medical
insurance costs. Current employees will contribute 2% of their annual salary
toward retiree medical insurance to help fund Metropolitan’s Other Post-
Employment Benefits (“OPEB”) costs. New employees will contribute 8% of
salary for this purpose. Because new employees are contributing more, as
current employees retire the amount contributed towards Metropolitan’s OPEB
liability will increase as Metropolitan replaces retiring employees.

e Implementation of a new vesting requirement for new employees for retiree
medical insurance. Current employees are fully vested after 5 years” service with
a CalPERS agency. New employees will not fully vest for 20 years. The new 20-
year vesting period for health benefits would be among the longer vesting
periods among public agencies in California.





INVENTIVE NEGOTIATIONS PROCESS

The previous negotiations between Metropolitan and the unions took one and a
half years of acrimonious debate. Metropolitan and the unions decided to find a
better way to reach an agreement, in order to avoid the contentious battles of the
past.

Following intensive training sessions that enabled the parties involved in the
negotiation process to explore a new approach and to enhance mutual respect
and understanding, all four bargaining units and Metropolitan management sat
down together to work out the details of the contract.

Another unique feature was the commitment of all four bargaining units and
management to sit together in the same room, as opposed to past negotiations in
which each union negotiated its own contract separately.

The shared decision to take a risk and try something different resulted in an
agreement after just four months of negotiations.

FOCUSED ON THE FUTURE

At a time when Southern Californians are facing resource shortfalls and utility
rate increases, it is important for them to know that Metropolitan is looking
ahead and employing strategies to maximize long-term stability and
productivity.

The unions and Metropolitan have agreed to a living contract in which day-to-
day issues will be addressed as they go along so as to solve problems early.

Both the unions and Metropolitan are committed to a novel approach known as
gain sharing to develop ongoing cost-savings and efficiencies that are mutually
beneficial.

By reaching a longer-term contract than in the past, 5 years as opposed to 3 years
for the previous two contracts, this agreement frees up Metropolitan and its
employees to work together to try to solve the challenging water issues facing
Southern California and the entire state.
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Met says new contract hikes employee pay and pensions - and saves money. OC’s
not buying it

September 4th, 2009, 6:00 am - posted by Teri Sforza, Register staff writer

The board of the storied Metropolitan Water District of Southern California - the giant
water importer that enables 19 million of us to live in a desert - will vote Sept. 15 on a
new union contract that would hike employee pay and pensions.

The new five-year contract, which would run through June 2014 (new-met-union-
contract), could hike pay up to 23 percent over its life if the economy goes swimmingly.
Raises would be smaller - 11 percent or so - over the five years if the economy is just
OK; and raises could stall at 2 percent if the economy goes into “deflation” (though there
would be no salary cuts, the contract specifies.)

It would also hike the pension formula for retirees by 25 percent, as we've reported
before. That would cost some $70 million over the long haul, and comes at a curious
time, when Met’s investments in the California Public Employees’ Retirement
System have tanked at least $400 million.

There has been outrage over this proposal, with reps from some local cities and water
districts (who buy water from Met, and then sell it to you) rising in opposition. Some of
our more spirited readers are barraging Met with emails and phone calls to register their
displeasure. And now - brace yourselves, Met phone bank operators - the call to arms
has gone out from none other than KFI 640 AM’s John & Ken Show. (That Met's water
rates just went up 19 percent, and are slated to rise another 12 percent in about a
year, only enflames passions.)

Met, suddenly embattled, is circulating a defense of the contract to its member agencies
in advance of the Sept. 15 vote (mwd-contract-highlights). The memo is heavy on
adjectives, calling the proposed contract "a smart, prudent deal,” “groundbreaking,”
“innovative” and “inventive. ” And hey! The deal will actually save $21 million over five
years through “employee concessions,” it says. What's not to like?
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HUH?

This was rather hard for us to wrap our minds around, so we were gratified to finally
catch up with Met General Manager Jeff Kightlinger on Thursday. How, we asked, can
Met possibly save money on a contract whose permanent pension hike is expected to
cost $70 million over its life?

Perhaps the key is not to look at the pension hike over the cost of its life.

Kightlinger said that the (permanent) retirement enhancement will cost Met $9 million
more per year. The unions, in exchange, came in with (five years’ worth of) “givebacks”
totaling roughly $13 million a year. Thus the net savings of $21 million over the
contract’s five-year life.

Those “givebacks” include:

Elimination of annual payouts for unused sick leave and vacation;
Elimination of one paid holiday and one personal leave day;
Reductions to Met’s 401(k) matching contributions;

Greater employee contributions towards retiree medical costs.

(Yes, Met employees get 401K matching contributions as well as a
guaranteed pensions.)

TWO TIERS

Met stands to gain much more than the $21 million "if the status quo is held,”
Kightlinger said. Why? Because the contract ushers in a two-tiered retirement system (of
the type that the governor has championed, and that some experts say is nearly
worthless at saving money).

Right now, Met foots the bill not only for the employer’s contribution to CalPERS,
but pays the employee’s contribution as well. Sweet!

This contract will require existing employees to pay 2 percent to fund their own
retirements; and will require new employees to pay the entire 8 percent employee
contribution, Kightlinger said.

As the average age of Met’s work force is 49.5, “over the next 10 to 15 years we will see
significant turnover, maybe two-thirds of our work force, and those new employees will
be paying that full 8 percent,” Kightlinger said.

And that, he said, will help fund the district's under funded retirement obligations. “This
arrangement, rather than hurting, will strengthen us over the next 15 years.”

Yes. But...um...do forgive us for getting stuck here. Met's $400 million loss in
CalPERS? What about that?
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OH. THAT.

“The PERS issue is a true problem,” Kightlinger said. “An absolute issue that will mean
greater employee and employer contributions to keep PERS whole. This particular deal,
actually, leaves Met in a better position than without that deal. But it doesn’t solve this
issue. It's not intended to.

“I understand the concern with PERS and the psychological issue of, ‘Gee, we’re raising
our benefits in a tough economic climate.’ But the reality is, with gains made in the two-
teir system, Met is financially better off with this deal than without it.”

Met has about 2,000 employees. It is America’s largest provider of treated drinking
water, delivering water to the aforementioned 19 million customers in Los Angeles,
Orange, Riverside, San Bernardino, San Diego and Ventura counties.

OH, PLEASE.
Folks in Orange County are refusing to drink the Kool-Aid.

“Conceptually the risks to the Metropolitan Water District over the long term financially
appear to far exceed any short term negotiating gain,” Kevin Hunt, general manager of
the Municipal Water District of Orange County (which holds four seats on Met's
board of directors) told us recently.

Slightly more colorful was new MWDOC board member Jeff Thomas a bond manager
by trade who has a much better-than-average grasp of finance. “You kind of have to
scratch your head and wonder, ‘What are they thinking?™ said Thomas.

“These temporary givebacks saying ‘we’ll balance it' look good on paper, and employees
are giving back things | know are important to them. But the givebacks are temporary,
and what they’re getting is a permanent fix to their pension that's going to give them a
lifetime benefit that can never be undone. It's like getting the camel’s nose under the
tent, before you know it the camel’s in there sleeping with you.

“We're in an economy where people are being laid off, furloughed, losing their

homes, worried about how to make ends meet. And Met is raising their water rates 31
percent over two years, asking them to conserve, and then asking for a 25 percent raise
in benefits. What person in their right mind would agree to that?

“I will not support them on this. | believe it will result in the ire of our voters. I’'m worried
about people coming out with pitchforks.”

UNITED FRONT?
Behind the scenes, Orange County officials are trying to convince their brethren in San

Diego and Los Angeles counties to stand with them on Sept. 15, and
send the negotiators back to the drawing board on the pension hike.
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San Diego officials declined comment, but are reportedly considering it. Los Angeles
officials didn’t get back to us by deadline, but reportedly support the contract as is.

It was just a couple of weeks ago that Ron Seeling, the CalPERS chief actuary, tried to
give everyone a reality check.

“I don’t want to sugarcoat anything,” he said, according to a story in the Capitol
Weekly. “We are facing decades without significant turnarounds in assets, decades of -
what |, my personal words, nobody else’s - unsustainable pension costs of between 25
percent of pay for a miscellaneous plan and 40 to 50 percent of pay for a safety plan
(police and firefighters) ... unsustainable pension costs. We've got to find some other
solutions.”

Forgive us, but hiking pension formulas is probably not what Seeling had in mind.

And as Met’'s own expert told Met's own executive committee last week, “Losses in
CalPERS will result in increased contributions down the road. Eventually, you've got to
pay for this.”

Anyone care to venture a guess on who “you” is?
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Public agencies in California should be working to get future pension costs under control, not inflating already unaffordable benefits. Yet
the Metropolitan Water District is weighing a new labor agreement that includes a 25 percent boost in pensions. The district should reject
the contract.

The pension increase is part of a new five-year deal the board is slated to vote on Sept. 15. The pact would raise annual retirement payouts
from 50 percent of salary to 62.5 percent at age 55, boosting pension obligations by $70 million. The contract also includes pay raises after
a one-year freeze, and $21 million in labor savings.

This agreement, approved by the district's four unions last month, is stunningly out of touch with the times. The district is a consortium of
local water agencies, including several in San Bernardino and Riverside counties -- an area that has absorbed a succession of financial
blows in the past two years. Workers in both the public and private sectors are facing layoffs, forgoing raises, taking unpaid furloughs and
accepting pay cuts. And the water board would add to these residents' burden -- in perpetuity -- for the pressing public purpose of ...
padding pensions that already dwarf any retirement perk that private-sector workers can expect?

As it is, pensions at public agencies throughout California are far too generous. Just last month, Ron Seeling, the chief actuary for the state
retirement system, CalPERS, dubbed current pension costs "unsustainable.” Seeling called for new ideas for pension finance, but hiking
payouts by 25 percent is not likely what he had in mind.

A spokesman for Metropolitan says the contract's cost savings balance out the higher pension costs. But this is a poor and expedient trade-
off, at best: $21 million does not offset $70 million, and the savings would be subject to renegotiation when the economy improves. The
pension promises, on the other hand, would be preserved by law.

Perhaps more fundamentally, neither the district nor area ratepayers can afford the pension boost. The district's pension fund is $405
million short of what it needs to meet existing retirement obligations. The district already raised its water prices 20 percent this year. And
water costs will only trend higher, given the state's prolonged drought and court-ordered cutbacks in water deliveries from the Sacramento-
San Joaquin Delta -- the primary conduit for water exports to Southern California. As a bonus, any solution to the environmental ills that
hinder those exports will push ratepayers' costs yet higher.

Given these dynamics, the board should do what it can to keep costs down -- not create new long-term spending obligations. Water

officials have asked consumers to pare back and conserve, and properly so. It is time, however, that Metropolitan and its workers did some
conserving of their own.
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Water wisdom for California

As state lawmakers rush to meet a deadline on water bills, urgency must not overtake good policy.

September 4, 2009

As a handful of Assembly members and state senators hunker down over
the Labor Day weekend in a legislative conference committee to work
on bills to fix California's long-standing water problems, this page is
rooting for the effort. But apprehensively.

Certainly the state needs smart and swift action on water. The
Sacramento-San Joaquin River Delta ecosystem is collapsing, and if it
finally goes, the damage won't be limited to a few fish; it would mean
losing much of the freshwater supply to millions of residents and
farmers. Our water woes, exacerbated now by a continuing drought,
require focused attention, but not an end-of-session rush job that relies
more on deal-making than good policy.
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There are some particular emergencies, and solutions, for lawmakers to
keep in mind as they bicker over whether to build new dams (with or
without any notion of whether there will be enough water to fill them), or a delta-skirting canal (or tunnel), or to
establish a new authority with power to cut through the political process.

The most immediate crisis is in the delta itself, that Everglades-like meeting of freshwater and sea that is the key to
most of California’s parched farmland and millions of its thirsty neighborhoods. Long before a new conveyance system
can be funded and built, the state must do something about the existing downstream levees separating bay water and
brackish areas from the Sierra snowmelt that is the state's lifeblood. If those aging structures fail -- and it's just a matter
of time before an earthquake or other disaster wreaks havoc -- farmers and residents could find they have nothing
coming out of the tap. One useful step: Replace the current hodgepodge of public and semi-private agencies that repair
and replace levees with a single authority.

Closer to home, Southern California has to tap the virtual river of water that is wasted each day as well as the network
of virtual lakes beneath us in the form of groundwater. Lawmakers can also make smart water use a permanent part of
the state's culture by enacting into law Gov. Arnold Schwarzenegger's call to reduce per capita water consumption by
20% by 2020. And the state should show local governments it is prepared to help clean contaminated groundwater to

lessen our reliance on imported water.

The virtual river and lakes are a start, but a broader fix is needed. As the conference committee faces a Tuesday
deadline to report out a package of bills and a Friday deadline for a final floor vote, members must keep in mind that
any dam or canal they authorize will take years to build, and then will have consequences that last, perhaps, forever.
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