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ESCONDIDO: City receives $3.25M
stimulus grant to replace water lines

North County Times | Posted: Tuesday, September 22, 2009 4:15 pm

ESCONDIDO ---- The city will receive $3.25 million in federal stimulus money to
replace six miles of aging water lines in southwestern Escondido.

Known as phase two of the Alexander Area Waterline Replacement Project, the work
will affect an area bordered by the following streets: Montview Drive on the north;
Clarence Drive, Calmar Drive and Panorama Crest on the south; Bernardo Avenue and
Gamble Lane on the west; and Alexander Drive and Brotherton Road on the east.

The water lines, which feature pipes installed in the 1950s and 1960s, range in size from
8 to 30 inches.

The stimulus money will cover only half the cost of the $6.5 million project. The
remainder will come from a low-interest state loan the city plans to pay back over a 20-
year period.
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Execs pitching sweetened public pensions would gain the most
September 24th, 2009, 5:00 am - posted by Teri Sforza, Register staff writer

The top executive at the mighty Metropolitan Water District of Southern
California has argued that a controversial new contract for his workers - which
would hike pensions 25 percent, and raise pay up to 23 percent - would
leave Met stronger, financially, than it is right now.

That's clearly a matter for debate - so much so that Met yanked the contract

off its September agenda when it became clear it might not pass. (It's now slated
for an October vote, with a workshop for inquiring minds at 10 a.m. Sept. 29 in
the board room at Met’s Union Station headquarters).

But what is clear is that top Met executives - who have been negotiating the deal
with the unions, and trying to sell it to Met’s giant board of directors - will
benefit most from the pension spike, in a pure dollars-and-cents sort of way.

Take, for example, General Manager Jeff Kightlinger (above). He earns
$276,000 a year, is 50 years old, and has been with Met for 14 years.

Let's say that Kightlinger works another five years - until he’s 55 - and his salary
goes up to $290,000 (a conservative and reasonable assumption).

e Without the proposed increase, he’d take home a pension of about
$110,000 a year, every year, until the day he dies. (That's some $2.6
million, if he lives the expected 24 years).

« With the proposed increase, he’'d take home a pension of about $138,000
a year, every year, until he dies (That's some $3.3 million, if he lives the
expected 24 years).

The numbers would be more dramatic for other Met exes, who have been with
the giant water importer for much longer than Kightlinger. We've asked Met to
provide list of all the Met employees with 20 years or more of service, along with
job titles and current salaries. We'll flesh things out when we get it.

You might want to take a look at the calculations of our former colleague, Chris
Reed, who's now with the San Diego Union-Tribune. Reed uses different
assumptions than we did, and different numbers, but arrives at the same
conclusion: “All the MWD execs from Kightlinger on down stand to benefit greatly
from the pension spike they call a great deal.”

The sweetened pensions would cost Met about $70 million over their life, at a
time when Met’s pension investments are already down some $400 million.
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Met quenches the thirst of 19 million desert-dwelling Southern Californians. It is
governed by a 37-member board of directors. Those directors are appointed by

its 26 member agencies - the cities and water districts of Los Angeles, Orange,
Riverside, San Bernardino, San Diego and Ventura counties.

Those cities and water districts buy imported water from Met, and then sell it to

you. Met’'s water rates will have leaped 31 percent by next year. The rate hikes
are not related to the proposed pay and pension hikes, officials say;

Met’'s massive infrastructure means most of its spending is there, as opposed to
personnel.

We’'ll be taking our spin through Met’s budget soon. Stay tuned.
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Fitch Rates Helix Water District, California's $23MM Wtr Rev
Rfdg Bonds 'AA’; Outlook Stable

2009-09-24 22:35:02 -

Fitch Ratings assigns an 'AA' rating to Helix Water District, California's (the district) $22.9 million water revenue
refunding bonds, series 2009. In addition, Fitch affirms the 'AA' rating on $22.3 million of the district's
outstanding installment purchase certificates of participation (pre-refunding). The bonds will be used to refund
the balance of the outstanding certificates, fund a debt service reserve fund, and pay costs of issuance. The
bonds are secured by a senior lien on net revenues of the district. The Rating Outlook is Stable.

The 'AA' rating reflects the district's strong financial performance in terms of debt service coverage, low leverage
ratios, manageable capital needs, and a stable and diverse service area. Debt service coverage is projected to
remain strong as the district plans to continue to raise rates annually. Given the manageable capital needs,
liquidity should also remain healthy. Purchased water costs, the largest operating expense, have been
increasing rapidly which has led to above-average retail rates. Costs are projected to increase further and will
likely continue to result in rate pressure.

For fiscal 2008, senior lien annual debt service was a solid 3.4 times (x). Coverage is expected to remain strong,
averaging in the 4.4x range over the next five years. Liquidity for fiscal 2008 was also good with approximately
180 days cash on hand (DCOH). Given the district's continued practice of pay-go funding its capital
improvement plan (CIP), liquidity is expected to remain at around 100 DCOH.

The district's five-year CIP totals $43 million. The bulk of the CIP is devoted to the district's cast iron
replacement program, totaling $29 million over the next five years. The CIP is expected to be entirely funded
with cash. The district's debt levels compare very favorably to similarly-rated credits and should continue to
perform well over the five-year horizon given no additional borrowings are planned.

As with most southern California credits, user charges are expected to see steady increases. The district's water
rates have been raised annually at an average of 4.4% over the last five years. To keep pace with rapidly
increasing wholesale water rates, the district enacted its highest ever rate hike of 21% in fiscal 2010. Rate
increases from fiscal 2011-2014 while averaging a more moderate 6.4% are still above-average when compared
to other 'AA' category credits. However, the district's rates still rank second lowest with a bi-monthly residential
bill averaging $119.50 (assuming 3/4 inch meter and usage of 30 hundred cubic feet) when compared to other
water service providers in the area.

Approximately 92% of the district's raw water is purchased from the San Diego County Water Authority
(SDCWA). SDCWA purchases 72% of its water from the Metropolitan Water District of Southern California
(MWD). SDCWA may decrease its reliance on MWD (water revenue bonds rated 'AA+' and Negative Outlook by
Fitch) for future water supplies, eventually increasing transfers from the Imperial Irrigation District and Coachella
Canal Linings. It may also supplement its supplies with desalinated water from the Carlsbad Desalination
Project to be operational in 2012.

The district was organized in 1913 and supplies water to the cities of La Mesa, El Cajon, Lemon Grove and
surrounding unincorporated areas. The 50 square-mile service area in central San Diego County, is
predominantly residential with no revenue concentration. Population gains have been a steady 1.1% since 2004,
so growth-related pressures are limited. The county unemployment rate as of July 2009 was 10.3%, below state
rate but above the national level.

Fitch's rating definitions and the terms of use of such ratings are available on the agency's public site, '
www.fitchratings.com : cts.businesswire.com/ct/CT?id=smartlink&url=http%3A%2F%2Fwww .. '.

Published ratings, criteria and methodologies are available from this site, at all times. Fitch's code of conduct,
confidentiality, conflicts of interest, affiliate firewall, compliance and other relevant policies and procedures are
also available from the 'Code of Conduct' section of this site.

Fitch RatingsJulie Seebach, 512-215-3740, AustinRobert
Sakai, 415-732-5628, San FranciscoorMedia Relations:Cindy
Stoller, 212-908-0526, New YorkEmail: cindy.stoller@fitchratings.com : mailto:cindy.stoller@fitchratings.com
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U.S. Senate's failed water amendment
roils California alliances

mdoyle@mcclatchydc.com

Published Thursday, Sep. 24, 2009

WASHINGTON — A Central Valley water amendment that failed Tuesday night in the Senate nonetheless
succeeded in driving a wedge between Democratic Sen. Dianne Feinstein and some key California farmers.

Not to mention between Feinstein and Rep. Devin Nunes, R-Visalia.

The amendment to a $32 billion Interior Department funding bill would have overturned two federal agency
decisions and temporarily restored Valley irrigation deliveries. The Senate rejected the amendment by a
largely party-line 61-36 margin.

Realistically, there was little chance the Senate would ever accept the amendment offered by a conservative
South Carolina lawmaker with zero experience in California water policy. Politically, though, the ambush
amendment could have lasting consequences.

"It was something of a Hail Mary," Andrew House, spokesman for Nunes, acknowledged Wednesday. Nunes
did not write the amendment offered by Republican Sen. Jim DeMint of South Carolina.

In the wake of its defeat, Nunes has been seeking maximum partisan advantage, saying, "California farmers
(were) again denied water, this time by Senators Feinstein and (Barbara) Boxer."

In turn, Feinstein's spokesman, Gil Duran, on Wednesday denounced the water amendment as a stunt. He
added that Feinstein has asked that the nonpartisan National Academy of Sciences undertake an
independent review of two biological opinions. Feinstein accompanied her written request with a letter from
wealthy Southern California businessman Stewart Resnick, who owns farm operations in the southern San
Joaquin Valley.

The immediate dispute revolves around two biological opinions that federal resource agencies are using to
guide protections for the Delta and various vulnerable species including salmon and the Delta smelt.
Together, state officials estimate the two biological opinions issued by the Fish and Wildlife Service and the
National Marine Fisheries Service could result in water delivery cuts of about 30 percent.

In the House, Nunes failed in multiple efforts to block funding for the biological opinions. His vehemence
eventually turned off Democrats who had previously backed him on the water issue, including Rep. Dennis
Cardoza, D-Merced.

"This is baloney, to be doing this sort of thing,”" Cardoza said in July of Nunes' repeated water amendment
efforts. "I have had a number of my colleagues tell me they are fed up with it."

Starting last week, House indicated, Nunes quietly helped orchestrate the surprise amendment offered

http://www.sacbee.com/capitolandcalifornia/v-print/story/2205188.html 9/24/2009
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Tuesday by DeMint. Nunes had previously helped persuade Fox News Channel commentator Sean Hannity
to do an hour-long special on the Valley's water woes, and House said the television special aired last week
"elevated the attention” given to the region.

Feinstein was managing the Interior Department bill on the Senate floor late Tuesday afternoon when
DeMint first advised her of the California water amendment.

The unexpected amendment concerning her home state clearly upset Feinstein, who called the effort "a kind
of Pearl Harbor on everything we are trying to do" with California water.

DeMint, though, could furnish letters in support of the water amendment signed by Westlands Water
District, the California Farm Bureau Federation, the Western Growers Association and the California Grape
and Tree Fruit League, among others. Westlands, whose leaders had publicly lauded Feinstein's water
efforts during a meeting in August, actively solicited support for the amendment Tuesday.

ShareThis

Buzz up!

Call Michael Doyle, Bee Washington Bureau, (202) 383-0006.
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Water to be auctioned by Chino Basin Watermaster

The auction is bound to raise the price. Putting water up for bid seems to be a first in California.
By Bettina Boxall
September 24, 2009

Need more water? If you've got $30 million or so, you can bid for it at
an auction this fall.

In what officials believe is a first for the state, a Southern California
water agency is planning to auction off enough water to supply about
70,000 homes for a year.

Water sales are not uncommon in California, especially when supplies
are tight, as they are in the current drought.

AUTUMN CELEBRATION

But putting water up for bid in an auction -- which is bound to drive up
the price -- appears to be unprecedented in the state.

"Water in general has always been a very low-priced commodity, and |
think the reality is, it's going to start catching up with other utilities. It's
going to fluctuate with markets,” said Ken Manning, chief executive of Chino Basin Watermaster, a quasi-public entity
that manages the basin. "Whether that's right or wrong, I don't know. I just know where it's going."

The Chino Basin, most of which lies in western San Bernardino County, is one of the largest groundwater basins in
Southern California.

Pumping rights were settled in a 1978 state court judgment that divvied them up among local farms, industry and water
agencies.

Some of the businesses, including a Sunkist packing plant, have since closed operations and don't need all of their
supplies.

So in a court-approved deal, the companies are selling the unused water to Chino Basin Watermaster.

The water agency, in turn, intends to auction the supplies at a much higher price and use the proceeds to pay for new
facilities to replenish the aquifer.

The town of Prescott Valley, Ariz., helped blaze the water-bidding trail two years ago when it auctioned off permanent
rights to a small block of its water for about $67 million.

The buyer was a New York investment firm that is marketing the water options to developers, who will need the
supplies to get approval for any new residential projects in the area.

"You have to get creative,” Assistant Town Atty. Colleen Auer said. "We knew if we sat in a typical backroom deal
with the development community, there was no guarantee we would get the best price."

http://www.latimes.com/business/la-fi-water-auction24-2009sep24,0,2027222 print.story 9/24/2009
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Prescott Valley, which was experiencing explosive growth until the real estate bust, is planning to spend the money on
new water infrastructure.

Michael Hanemann, a resource economics professor at UC Berkeley, called water auctions "an idea that makes sense"
but wasn't sure whether they would take off as a trend.

Water "is a limited resource and we need to be aware of that. Putting a price on that is good. It makes the real value of
the water transparent,” he said. "Raising the price, while unpleasant, is telling us something we need to know."

Manning said that three categories of potential bidders are surfacing: local water agencies, Southland developers who
under state law have to demonstrate there is enough water to supply new projects, and private investment groups that
deal in natural resources.

Chino Basin Watermaster will offer a total of 36,000 acre-feet, sold in four blocks, in the online auction to be held Nov.
4. An acre-foot is roughly a year's supply for two Southern California households.

Manning anticipates that the water will fetch $800 to $1,000 an acre-foot, or roughly $30 million. Underground storage
in the basin will cost another $30 million.

"We think we're offering a reliable product. It's in the ground. So it will demand a higher price,” he said.

Federal officials estimate that about 600,000 acre-feet -- slightly less than Los Angeles residents, combined, use in a
year -- will change hands in California water sales in 2009 thanks to a supply shortage caused by the statewide drought
and environmental restrictions on pumping water from Northern California.

The sellers are typically agricultural irrigation districts that leave some of their land unplanted for a year and negotiate
short-term, individual deals with other farm districts or municipal water agencies that need water.

Supplies sold through the state's Drought Water Bank this year are going for $275 an acre-foot plus conveyance costs,
which can amount to an additional $150 or more per acre-foot, depending on how far the water is piped.

Under fallowing agreements with the Palo Verde Irrigation District in southeastern California, the Metropolitan Water
District of Southern California is paying roughly $210 and $410 an acre-foot, including transport, for two separate large
blocks of water.

The higher rate is for drought supplies.

When the Mojave Water Agency looked for more long-term supplies for Victorville and the other high desert towns it
serves, it pursued a different tack.

It is buying a portion of a state water contract from a Kings County farm enterprise for $73.5 million.
The deal, which is awaiting state approval, would entitle the Mojave district to an additional 14,000 acre-feet a year.

Kirby Brill, the agency's general manager, said it took a while to find a state contractor willing to give up water not just
for a season or two, but forever.

"Everybody's just hanging on to what they have to sustain their operation. We're never going to have a real loose, EBay
type of water market in California," he said. "There are so many hurdles."”

bettina.boxall@Ilatimes.com

Copyright © 2009, The Los Angeles Times
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California must get serious about water

Published online on Wednesday, Sep. 23, 2009

By Bill McEwen / The Fresno Bee
Irrigation water is cut off to protect fish. Protesting farmers fill highways with tractors. Congressmen seek modification of the Endangered Species Act. The

governor declares a drought disaster. A little rain falls, and water flows again -- too little, too late to prevent crop losses.

This is a story of two places: the west side of the Central San Joaquin Valley right now and the Klamath Basin straddling the California-Oregon border in
2001. And the similarities point to a larger problem that has to be solved.

There are complicating differences, to be sure. Native Americans have rights to Klamath River water and fish. Here in the Valley, water to the west side flows
through the Sacramento-San Joaquin Delta, which provides drinking water to millions of Californians.

But western water wars are about the same thing: the failure of laws and leadership to satisfy the demands of competing interests -- agriculture, fishing, the
environment and growth -- for a limited resource.

Farmers are angry, and they have a right to be. They till the ground with the expectation of water. Commercial fishermen can't feed their families if there
aren't salmon to catch. Environmentalists point out that California's intricate water system will collapse without a healthy delta. Meanwhile, a stagnant
economy hungers for the next housing and population boom.

There always are red herrings in these fights. In the Klamath Basin, where the floodgates of a federal irrigation project were closed for the first time in
American history, water was stored to help two endangered suckers. Here the focus is on the tiny, delta smelt. But, in reality, water was held back in both
cases to save wild salmon and a fishing industry that, in bountiful years, is worth billions of dollars.

So, even though the conflicts are framed as fish vs. people by farming interests, the dispute actually pits people against people in a frantic battle for water.
What are the answers?
The Endangered Species Act needs to be more flexible, allowing it to bend but not break in extreme circumstances, such as the 3-year California drought.

California also has to get serious about making its water go further through conservation and additional storage. The delta must be made healthy again.
Farmers must stop putting water on low-value crops and marginal land.

If these things don't happen, we may see the demise of both agriculture and commercial fishing, the unwinding of the state's long-established water-rights
doctrine and government allocation of water based on new unknown criteria.

The ideological gaps must be bridged. Leadership, compromise and science must prevail.

If not, the summers of 2001 in the Klamath Basin and 2009 in the San Joaquin Valley will become, even in wetter years, summer as usual.

http://www.fresnobee.com/columnists/mcewen/v-print/story/1649339.html 9/24/2009





