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AMENDED AND RESTATED REGIONAL WASTEWATER DISPOSAL AGREEMENT

TH IS A M EN D ED A N D RESTA TED REGIO N A L W A STEW A TER D ISP O SA L
A GREEM EN T is mad e and entered into this _____d ay of _________________,2018 ,by and
between the C ITY O F SA N D IEGO ,amu nicipalcorporation (“the C ity”);and the C ITY O F
C H UL A V ISTA ,amu nicipalcorporation;the C ITY O F C O RO N A D O ,amu nicipalcorporation;
the C ITY O F D EL M A R,a mu nicipalcorporation;the C ITY O F EL C A JO N ,a mu nicipal
corporation;the C ITY O F IM P ERIA L B EA C H ,a mu nicipalcorporation;the C ITY O F L A
M ESA ,a mu nicipalcorporation;the L EM O N GRO V E SA N ITA TIO N D ISTRIC T,a political
su bd ivision of the State of C alifornia;the C ITY O F N A TIO N A L C ITY ,amu nicipalcorporation;
the C ITY O F P O W A Y ,a mu nicipalcorporation;the O TA Y W A TER D ISTRIC T,a political
su bd ivision of the State of C alifornia;the P A D RE D A M M UN IC IP A L W A TER D ISTRIC T,a
politicalsu bd ivision of the State of C alifornia;and the SA N D IEGO C O UN TY SA N ITA TIO N
D ISTRIC T,apoliticalsu bd ivision of the State of C alifornia(the “P articipatingA gencies”).

RECITALS

W H EREA S,the C ity and the P articipating A gencies (or theirpred ecessors in interest)
entered into thatcertain RegionalW astewater D isposalA greementd ated M ay 18 ,1998 (the
“1998 A greement”),whichprovid ed ,amongotherthings,forcertain contractrights to capacity
in the M etropolitan Sewerage System,a system of wastewater conveyance,treatment,and
d isposalfacilities (“M etro System”)and the establishmentof amechanism to fu nd the planning,
d esign,constru ction,operation,and maintenance of the M etro System by the C ity and the
P articipatingA gencies;and

W H EREA S,the pu rposes of the 1998 A greementwere:(1)to replace the prior-existing
sewage d isposalagreements between the C ity and the P articipating A gencies;(2)to provid e
certain contractrights to capacity in the M etro System to the P articipating A gencies;(3)to
establishamechanism to fu nd the planning,d esign,constru ction,operation and maintenance of
the M etro System by the C ity and the P articipatingA gencies as necessary to provid e hyd rau lic
capacity,and to comply withapplicable law and withgenerally accepted engineeringpractices;
and (4)to establish asystem of charges which allocates the costs of the planning,d esign and
constru ction of su ch new wastewater conveyance,treatment and d isposal facilities as are
necessarysolelyto provid e fornew capacityon afairand equ itable basis;and

W H EREA S,on A pril29,2014 the San D iego C ity C ou ncilgave its approvaland su pport
for the P u re W ater San D iego program by ad option of Resolu tion N o.R-308 906. The
Resolu tion approved and su pported the C ity’s efforts to d evelopan implementation strategy to
offload wastewater flow from the P oint L oma W astewater Treatment P lant throu gh
implementation of potable reu se,resu lting in efflu entd ischarged to the P acific O cean being
equ ivalentto whatwou ld be achieved by u pgrad ingthe P ointL omaW astewaterTreatmentP lant
to asecond arytreatmentplant(second aryequ ivalency);and

W H EREA S, the C ity is implementing a phased , mu lti-year program d esigned to
regionally prod u ce atleast8 3 million gallons perd ay of safe,reliable potable wateru singnew,
expand ed ,ormod ified facilities,some of whichwillinclu d e M etro System facilities,in ord erto
achieve second aryequ ivalencyatthe P ointL omaW astewaterTreatmentP lant;and
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W H EREA S,the P u re W ater P rogram willnot only benefit the C ity by prod u cing
repu rified water,bu talso the P articipatingA gencies and theirwastewatercu stomers,especially
if second ary equ ivalency is recognized throu gh fed erallegislation amend ing the C lean W ater
A ct.Specifically,implementation of the P u re W aterP rogram willred u ce wastewaterd ischarges
to the P ointL omaW astewaterTreatmentP lant,partof the M etro System where alarge portion
of the P articipatingA gencies’wastewateris cu rrently treated and d isposed by d ischargingitinto
the P acific O cean. B y d ivertingwastewaterfrom the P ointL omaW astewaterTreatmentP lant
and red u cing the efflu entd ischarged into the P acific O cean,the C ity and the P articipating
A gencies willpotentially avoid billions of d ollars in u nnecessary capital,financing,energy,and
operating costs to u pgrad e the P oint L oma plant to second ary treatment at fu ll capacity.
A void ingsu chcosts wou ld resu ltin significantsavings forregionalwastewatercu stomers;and

W H EREA S,the P ad re D am M u nicipal W ater D istrict and the San D iego C ou nty
Sanitation D istricthave proposed aprogram to prod u ce u pto 12 million gallons perd ay of safe,
reliable potable water for EastSan D iego C ou nty u sing wastewater thatwou ld otherwise be
d isposed of in the M etro System (“EastC ou nty A W P P rogram”).B y offload ingwastewaterand
wastewatercontents from the P ointL omaW astewaterTreatmentP lant,the EastC ou nty A W P
P rogram wou ld ,if implemented ,help the C ity’s and region’s efforts to achieve long-term
compliance with the C lean W ater A ctby prod u cing a regionalannu alaverage of atleast8 3
million gallons perd ay of watersu itable forpotable reu se by D ecember31,2035,as d escribed in
the C ooperative A greementin Su pportof P u re W aterSan D iego entered into by the C ity and
certain environmentalstakehold ers on D ecember9,2014;and

W H EREA S,Section X IV ,su bsection B ,of the 1998 A greementprovid ed thatthe P arties
may amend the A greementby a written agreementbetween the C ity and allP articipating
A gencies statingthe parties’intentto amend the A greement;and

W H EREA S,in ord erto comprehensively and equ itably ad d ress the costs and revenu es
associated with the P u re W ater P rogram and the related constru ction,expansion,and /or
mod ification of M etro System facilities,the C ity and P articipatingA gencies wishto amend and
restate the RegionalW astewaterD isposalA greementas provid ed herein.

TH EREFO RE,in consid eration of the mu tu alpromises setforthherein,the C ity and the
P articipatingA gencies agree as follows:

I. DEFINITIONS

A . Annual Average Daily Flow is the nu mber,in millions of gallons of wastewater
perd ay (“M GD ”),calcu lated by d ivid ingtotalFlow on afiscalyearbasis by 365
d ays.

B . Brine is awaste byprod u ctof the d emineralization process atan u pstream W ater
Repu rification System facilityoraReclaimed W aterfacility.

C . Capital Expense Rate is the costper acre footthatwillapply if the M etro
System’s C apital Improvement C osts for the P u re W ater P rogram and /or
u pgrad ingof the P ointL omaW TP to second ary treatmentexceed $1.8 billion,as
fu rtherd escribed in ExhibitF.
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D . Capital Improvement Costs are costs associated with the planning,d esign,
financing,constru ction,orreconstru ction of facilities.

E. Chemical Oxygen Demand or “COD” means the measu re of the chemically
d ecomposable materialin wastewater,as d etermined by the proced u res specified
in the mostcu rrented ition of “Stand ard M ethod s forthe Examination forW ater
and W astewater,”or any su ccessor pu blication which establishes the ind u stry
stand ard .

F. City Water Utility PW Costs are those P u re W aterP rogram costs allocated to
the C ity’s water u tility and therefore exclu d ed as M etro System costs u nd er
ExhibitF.

G. Contract Capacity is the contractu al right possessed by each P articipating
A gency to d ischarge wastewater into the M etro System pu rsu ant to this
A greement u p to the limit set forth in Exhibit B attached hereto.C ontract
C apacityis stated in terms of A nnu alA verage D ailyFlow.

H . Flow is the amou ntof wastewaterd ischarged by the C ity and each P articipating
A gency.

I. Functional-Design Methodology shallmean the process of allocatingO peration
and M aintenance C osts and C apitalImprovementC osts to Flow and Strength
parameters recognizing the benefits of both the d esign criteria and the primary
fu nction of au nitprocess.

J. Metro Commission is the ad visorybod ycreated u nd erSection V III.

K. Metro System Costs are those costs setforthin Section 5.2.1.

L . Metro System Revenues are those revenu es setforthin Section 5.2.2.

M . Metropolitan Sewerage System or Metro System shallmean and consistof
those facilities and contractrights to facilities whichare shown and /ord escribed
in ExhibitA attached hereto and incorporated by this reference,inclu d ing any
amend ments thereto au thorized bythis A greement.

N . Municipal System shallmean the C ity’s wastewater collection system,which
consists of pipelines and pu mpstations,thatcollects wastewaterwithin the C ity
of San D iego and conveys itto the M etropolitan Sewerage System fortreatment
and d isposal.

O . New Capacity is the capacity to d ischarge wastewaterou tsid e the M etro System,
above the C ontractC apacitysetforthin ExhibitB attached hereto.

P . New Contract Capacity is the capacity to d ischarge wastewaterinto the M etro
System,above the C ontractC apacitysetforthin ExhibitB attached hereto.
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Q . North City Water Reclamation Plant or North City WRP is the 30 million
gallons perd ay (as of the d ate of this A greement)wastewatertreatmentfacility
located at4949 Eastgate M allin San D iego,whichinclu d es fou rmajorprocesses:
primarytreatment,second arytreatment,tertiarytreatment,and d isinfection.

R. Operation and Maintenance Costs are the costs of those items and activities
requ ired by sou nd engineeringand managementpractices to keepthe conveyance,
d isposal, treatment, and reu se facilities fu nctioning in accord ance with all
applicable laws,ru les,and regu lations.

S. Point Loma Wastewater Treatment Plant or Point Loma WTP is the 240
million gallons per d ay (as of the d ate of this A greement) ad vanced primary
treatmentplantwhich inclu d es fou r major processes:screening,gritremoval,
sed imentation,and d igestion.

T. Projected 2050 Strength and Flow Amounts are the three (3)valu es d escribed
below:

1. Projected COD 2050 Flows is the estimated amou ntof C hemicalO x ygen
D emand (C O D ),stated in pou nd s perd ay,thatthe C ityand each
P articipatingA gencyare projected to have in the 2050 fiscalyear.
P rojected C O D 2050 Flows foreachP artyare stated in C olu mn 7 of
ExhibitG.

2. Projected Metro Flow 2050 is the estimated amou ntof A nnu alA verage
D aily Flow,stated in millions of gallons perd ay(M GD ),thatthe C ityand
eachP articipatingA gency are projected to have in the 2050 fiscalyear.
P rojected M etro Flow 2050 foreachP artyis stated in C olu mn 4 of Exhibit
G.

3. Projected SS 2050 Flows is the estimated amou ntof Su spend ed Solid s
(SS)stated in pou nd s perd ay,thatthe C ityand eachP articipatingA gency
are projected to have in the 2050 fiscalyear.P rojected SS 2050 Flows for
eachP arty are stated in C olu mn 10 of ExhibitG.

U. Pure Water Capital Melded Percentage or Melded Percentage is the
proportionate share,stated in C olu mn 12 of ExhibitG,by which P u re W ater
P rogram C apitalImprovementC osts,Repu rified W aterRevenu e,and the C apital
Expense Rate willbe allocated among the C ity and the P articipating A gencies.
The P u re W aterC apitalM eld ed P ercentage is based on eachP arty’s proportionate
share of P rojected M etro Flow 2050,P rojected SS 2050 Flows,and P rojected
C O D 2050 Flows,whichproportions are weighted as d escribed in Footnote 3 of
ExhibitG.

V . Pure Water Program is the C ity’s phased ,mu lti-year program d esigned to
prod u ce atleast8 3 million gallons per d ay of Repu rified W ater u sing new,
expand ed ,or mod ified facilities,some of which willinclu d e M etro System
facilities.
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W . Reclaimed Water (or Recycled Water) shallhave the d efinition setforth in
Title 22,D ivision 4 of the C aliforniaC od e of Regu lations and shallmean water
which,as aresu ltof treatmentof wastewater,is su itable forad irectbeneficialu se
oracontrolled u se thatotherwise cou ld notoccu r.

X . Reclaimed Water (or Recycled Water) Distribution System shallmean and
consistof those eight(8 )reclaimed waterprojects listed in A ttachmentB of the
Stipu lated FinalO rd erforInju nctive Relief approved by the U.S.D istrictC ou rt
on Ju ne 6,1997 in U.S.A. v. City of San Diego,C ase N o.8 8 -1101-B ,and attached
hereto as ExhibitE.

Y . Repurified Water shallmean waterwhich,as aresu ltof ad vanced treatmentof
Reclaimed W ater,is su itable foru se as asou rce of d omestic (orpotable)water
su pply.

Z. Repurified Water Revenue is the costsavings thatwillbe realized when the
C ity wateru tility’s annu alcosts per-acre footforRepu rified W aterare less than
the pu rchase costs per-acre footforcomparable waterfrom the San D iego C ou nty
W aterA u thority,as fu rtherd escribed in ExhibitF.

A A . Return Flow shallmean the efflu ent created by the d ewatering of d igested
biosolid s,whichinclu d es centrate.

B B . Reuse shallmean to u se again,su ch as water which has been reclaimed or
repu rified ,orslu d ge thathas been converted to biosolid s forbeneficialu se.

C C . South Bay Land/Ocean Outfall is the facility thatis jointly owned by the
InternationalB ou nd ary & W aterC ommission (U.S.Section IB W C )and the C ity
of San D iego.The O u tfallis planned to convey and d ischarge treated efflu ent
from the IB W C ’s InternationalW astewaterTreatmentP lantand treated efflu ent
from the C ity’s Sou thB ay W aterReclamation P lantand the Sou thB aySecond ary
TreatmentP lant.A s of the d ate of this A greement,the O u tfallhas a cu rrent
A verage D aily Flow C apacity of 17 4 million gallons perd ay.A s of the d ate of
this A greement,the C ity owns 39.94% of the capacity of the O u tfalland the
balance of the capacityis owned bythe IB W C .

D D . South Bay Water Reclamation Plant is the 15 million gallons perd ay (as of the
d ate of this A greement)wastewatertreatmentfacility located at2411 D airy M art
Road in San D iego,which inclu d es fou r major processes:primary treatment,
second arytreatment,tertiarytreatment,and d isinfection.

EE. Strength means the measu rement of Su spend ed Solid s (SS) and C hemical
O x ygen D emand (C O D )within the wastewaterFlow and any othermeasu rement
requ ired bylaw afterthe d ate of this A greement.

FF. Suspended Solids orSS means the insolu ble solid matterin wastewaterthatis
separable by laboratory filtration,as d etermined by the proced u res specified in the
mostcu rrented ition of “Stand ard M ethod s for the Examination of W ater and
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W astewater,” or any su ccessor pu blication which establishes the ind u stry
stand ard .

GG. Tertiary Component is thatportion of the wastewater treatmentprocess that
cu rrently filters the second ary treated wastewater efflu ent throu gh fine sand
and /oranthracite coalto remove fine Su spend ed Solid s and d isinfects itto meet
the requ irements of the C aliforniaA d ministrative C od e,Title 22,orits su ccessor
forfiltered and d isinfected wastewater.

H H . Water Repurification System shallmean any facilities,inclu d ingtreatmentand
conveyance facilities,the pu rpose of which is the prod u ction or conveyance of
Repu rified W ater. W aterRepu rification System inclu d es,bu tis notlimited to:
the Tertiary C omponentof the N orthC ity W aterReclamation P lantto the extent
beingu sed to prod u ce Repu rified W ater,the N orthC ity P u re W aterFacility to be
located across the streetfrom the N orth C ity W aterReclamation P lant(“N orth
C ity P u re W aterFacility”);the Repu rified W aterconveyance system,whichwill
transportRepu rified W aterfrom the N orthC ity P u re W aterFacility and /orother
facilities to the M iramarReservoirorotheralternative location(s)as d etermined
by the C ity;and any other Repu rified W ater treatmentor conveyance facilities
whichare partof the P u re W aterP rogram.

II. OWNERSHIP AND OPERATION OF THE METRO SYSTEM

2.1 Rights of the P arties.

The C ity is the ownerof the M etro System,and of any ad d itions to the M etro
System orotherfacilities constru cted pu rsu antto this A greement.A lld ecisions withrespectto
the planning,d esign,constru ction,operation and maintenance of the M etro System shallrest
withthe C ity,in consu ltation withthe M etro C ommission.The P articipatingA gencies shallhave
acontractu alrightto u se the M etro System and to participate in its operation as setforthin this
A greement.Su bjectto the terms of this A greement,and in conformance withallapplicable laws,
the C ity may transferownershipof allorpartof the M etro System atany time.In the eventof a
transfer,the C ity’s su ccessor shallbe bou nd by the terms of this A greement. Su bjectto the
terms of this A greement,any P articipating A gency may transfer or assign its rights and
obligations u nd erthis A greement.A ny transfershallfirstbe approved by the C ity.N o transfer
may occu rif the C ity reasonably d etermines,afterconsu ltation withthe P articipatingA gencies
involved ,thatthe proposed transferwillimbalance,orwillotherwise ad versely impactthe C ity’s
abilityto operate the M etro System.

2.2 M etro System Services.

2.2.1 The C ity shallprovid e wastewater conveyance,treatmentand d isposal
services to the P articipating A gencies throu gh the M etro System,u nd er
the terms setforthin this A greement.

2.2.2 The C ity shalloperate the M etro System in an efficientand economical
manner,maintainingitin good repairand workingord er,allin accord ance
withrecognized sou nd engineeringand managementpractices.
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2.2.3 The C ity shallconvey,treat,and d ispose of or reu se allwastewater
received u nd er this A greementin su ch a manner as to comply with all
applicable laws,ru les and regu lations.

2.3 Flow C ommitment.

2.3.1 A bsentagreementof the parties,allFlow from the P articipatingA gencies
and the C ity,u p to the capacity limits setforth in ExhibitB or any
amend ments thereto,shallremain in the M etro System.

2.3.2 This A greement shall not preclu d e any P articipating A gency from
d iverting Flow from the M etro System as aresu ltof the constru ction of
reclamation facilities orN ew C apacityou tsid e of the M etro System.

2.3.3 A ny P articipating A gency may negotiate an agreementwith the C ity to
withd raw allFlow from the M etro System,which shallprovid e thatthe
A gencypayits proportionate share of C apitalImprovementC osts.

If a P articipating A gency enters into an agreement with the C ity by
D ecember 31,2019,to withd raw allFlow from the M etro System by
Janu ary 1,2035,su ch P articipating A gency shallnotpay P u re W ater
P rogram C apitalImprovementC osts attribu table to the M etro System
exceptforP hase I(as d efined below in Section 2.8 ).

2.4 Fu nd ingO bligations.

N othingin this Section orin this A greementshallobligate the C ity to make any
paymentforthe acqu isition,constru ction,maintenance oroperation of the M etro System from
moneys d erived from taxes orfrom any income and revenu e of the C ity otherthan moneys in or
sewer revenu es which go into the Sewer Revenu e Fu nd for the M etro System and from
constru ction fu nd s d erived from the sale of su ch sewerrevenu e bond s forthe M etro System as
are d u ly au thorized . N othing in this A greementshallbe constru ed to obligate the C ity to pay
from its annu alincome and revenu es any su m whichwou ld create an ind ebted ness,obligation or
liability within the meaningof the provisions of Section 18 of A rticle X V Iof the C onstitu tion of
the State of C alifornia.N othingin this Section,however,orin this A greementshallpreventthe
C ity,in its d iscretion,from u sing tax revenu es orany otheravailable revenu es orfu nd s of the
C ity forany pu rpose forwhichthe C ity is empowered to expend moneys u nd erthis A greement.
N othingherein shallrelieve the C ity from its obligations to fu nd and carry ou tthis A greement.
N othingin this Section orin this A greementshallobligate any P articipatingA gencyto make any
paymentwhich wou ld create an ind ebted ness,obligation orliability within the meaning of the
provisions of Section 18 of A rticle X V Iof the C onstitu tion of the State of C alifornia,orwhichis
notau thorized bylaw.

2.5 FinancialStatements.

2.5.1 The C ity shallkeep appropriate record s and accou nts of allcosts and
expenses relating to conveyance, treatment, d isposal, and reu se of
wastewater,and prod u ction of Repu rified W ater,and the acqu isition,
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planning,d esign,constru ction,ad ministration,monitoring,operation and
maintenance of the M etro System and W aterRepu rification System,and
any grants,loans,orotherrevenu es received therefor.The C ity shallkeep
su ch record s and accou nts for atleastfou r (4) years,or for any longer
period requ ired bylaw orou tsid e fu nd ingsou rces.

2.5.2 Said record s and accou nts shallbe su bjectto reasonable inspection by any
au thorized representative of any P articipating A gency at its expense.
Fu rther, said accou nts and record s shall be au d ited annu ally by an
ind epend ent certified pu blic accou nting firm appointed by the C ity
pu rsu antto generally accepted accou nting principles. A copy of said
reportshallbe available to any P articipating A gency. A s partof said
au d it,the actu alamou ntof C ity W ater Utility’s P W C osts,P u re W ater
P rogram costs attribu table to the M etro System, Repu rified W ater
Revenu e,and the C apitalExpense Rate shallbe d etermined and au d ited by
the C ity’s externalau d itors and P articipatingA gency representatives,and
acu mu lative and annu alsu mmary of su chamou nts shallbe inclu d ed as a
footnote orattachmentto the au d itof the M etro System.C ostsu mmaries
shallinclu d e separate lines forC apitalImprovementC osts and O peration
and M aintenance C osts.

2.5.3 The C ity shallmake agood faitheffortto complete the annu alau d it,and
any related ad ju stments u nd erthis A greement,by the end of the following
fiscalyear.

2.6 L imitations on Types and C ond ition of W astewater.

2.6.1 EachP articipatingA gency willcomply withallapplicable laws,ru les and
regu lations inclu d ing its regu latory obligations associated with the
d ischarge of wastewaterinto its respective system and from su ch system
into the M etro System.

2.6.2 Each P articipating A gency will minimize to the maximu m extent
practicable,the infiltration and inflow of su rface,grou nd orstormwaters
into its respective wastewatersystems.

2.6.3 Each P articipating A gency will insu re that all ind u strial u sers of its
wastewater system are regu lated by an effective ind u strialpretreatment
program thatconforms to allto allapplicable laws,ru les and regu lations
and thatis acceptable to the C ity. P rovid ed ,however,thatthe C ity shall
notrequ ire the P articipating A gencies to take any actions beyond that
whichis requ ired u nd erapplicable laws,ru les and regu lations thatcan be
taken bu tare notbeingtaken bythe C ity.

2.6.4 The C ity and the P articipating A gencies agree that nothing in this
A greement,inclu d ing the termination of the existing sewage d isposal
agreements,shallaffectthe valid ity of the Interju risd ictionalP retreatment
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A greements,orthe separate transportation agreements thatare cu rrently in
effectbetween oramongthe C ityand the P articipatingA gencies.

2.6.5 Each P articipating A gency willnotd ischarge a su bstantialamou ntof
sewage originating ou tsid e its respective bou nd aries into the M etro
System withou tthe approvalof the C ity.

2.6.6 Each P articipating A gency shallbe responsible for the violation of any
applicable laws, ru les or regu lations associated with its respective
d ischarge of wastewater into the M etro System. N othing in this
A greementshallaffectthe ability of any P articipating A gency to hold
third parties responsible forsu chviolations.

2.6.7 In the event a regu latory agency imposes any penalty or takes other
enforcementaction relating to the conveyance,treatment,or d isposalof
wastewaterin orfrom the M etro System,the C ity shalld etermine if the
C ity oraP articipating A gency orA gencies cau sed orcontribu ted to the
violation by exceed ing its C ontractC apacity or by the contents of its
wastewater. The C ity shallallocate the penalty orotherrelief,inclu d ing
the costs of d efense,to the party orparties responsible.Eachresponsible
party,whetheraP articipatingA gencyorthe C ity,shallbe obligated to pay
its share of su ch penalty orotherrelief,and any costs of d efense. In the
eventthatthe C ity cannotmake su ch an allocation,the costof su ch
penalty orotherrelief shallbe shared by the P articipating A gencies and
the C ityproportionately based on Flow and Strength.

2.7 Rightof FirstRefu sal.

2.7 .1 The C ity shallnotsellor agree to sellthe M etro System withou tfirst
offeringitto the P articipatingA gencies.Forthe pu rposes of this section,
“P articipating A gencies”shallmean a P articipating A gency,a grou p of
P articipating A gencies, or a third party representing one or more
P articipating A gencies.The term “sell”shall inclu d e any transfer or
conveyance of the M etro System or of any ind ivid u al treatment or
reclamation facilityorou tfallwithin the M etro System.

2.7 .2 The C ity and the P articipating A gencies recognize that transfer of
ownershipof the M etro System is cu rrently restricted by Sections 6.04 and
6.20 of the InstallmentP u rchase A greementbetween the C ity and the
P u blic Facilities FinancingA u thority of the C ity,whichinteraliarestricts
the transferof ownershipto the M etropolitan W astewaterSewage D istrict
or other governmental agency whose primary pu rpose is to provid e
wastewatertreatment.The C ity shallnotseekto impose on bond hold ers
awaiverof Section 6.04 or6.20.A bsentsu charestriction,before the C ity
sells oragrees to sellthe M etro System,orany portion of it,the C ity shall
offerto sellthe M etro System to the P articipatingA gencies (the “O ffer”)
on the terms and ataprice equ alto thatproposed forthe sale of the M etro



-10-
60409.00001\30914102.13

System to athird party.The P articipatingA gencies shallhave thirty d ays
from receiptof the O ffer (the “Intentto Respond P eriod ”) in which to
notify the C ity of theirintentto respond to the O ffer. The P articipating
A gencies shallhave five months from the expiration of the Intentto
Respond P eriod in which to acceptorrejectthe O ffer. The O ffershall
contain the name of the proposed pu rchaser,the proposed sale price,the
terms of payment,the requ ired d eposit,the time and place forthe close of
escrow,and any othermaterialterms and cond itions on whichthe sale is
to be consu mmated .

2.7 .3 If the P articipatingA gencies give timely notice of theirintentto respond
and timely notice of theiracceptance of the O ffer,then the C ity shallbe
obligated to selland the P articipating A gencies shallbe obligated to
pu rchase the M etro System or any ind ivid u altreatmentor reclamation
facility orou tfallwithin the M etro System,as applicable,atthe price and
on the terms and cond itions of the O ffer.If the P articipatingA gencies d o
notgive timely notice of theirintentto respond ortheiracceptance of the
O ffer,ord o notsu bmitan offeron the same terms and cond itions as the
O ffer,the C ity may,followingthe end of the O fferperiod ,sellthe M etro
System,orany portion of it,ataprice and on terms and cond itions no less
favorable to the C ity than those in the O ffer. The C ity shallnotsellthe
M etro System to any third party on terms orataprice less favorable to the
C ity from the terms and price contained in the O fferabsentcompliance
withthe terms of this Section.

2.7 .4 N othing herein shallprevent the C ity from entering into a financing
agreementwhichmay impose limits on the C ity’s powerto sellthe M etro
System to the P articipatingA gencies pu rsu antto Section 2.7 .1.if the C ity
reasonably believes thatsu ch afinancing agreementis in the C ity’s best
interest.N eitherthe entry into su chafinancingagreementby the C ity nor
the performance thereof by the C ity shallconstitu te abreachord efau ltby
the C ityhereu nd er.

2.8 P u re W aterSan D iego P rogram.

2.8 .1 Eachnew,expand ed ,ormod ified M etro System facility whichis u sed in
relation to the prod u ction of Repu rified W ater (in ad d ition to the
mod ification and expansion of the N orthC ity W aterReclamation Facility)
shallbe governed by this A greementand ExhibitF,attached hereto and
incorporated herein.

2.8 .2 The allocation of P u re W aterP rogram costs pu rsu antto this A greement
shallbe retroactive throu gh the fiscalyear end ing Ju ne 30,2014,when
P u re W aterP rogram costs were firstincu rred by the M etro System.W hen
cond u cting the year-end ad ju stments for the fiscalyear in which this
A greementtakes effect,the C ity shallcred itorassess su ch priorcosts to
the parties pu rsu antto this A greement.
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2.9 Fu tu re N egotiations and C ooperation.

2.9.1 This A greementand ExhibitF specificallycontemplate P hase Iof the P u re
W ater P rogram,which consists of new,expand ed ,or mod ified M etro
System facilities and W ater Repu rification System facilities d esigned to
prod u ce only u pto 30 million gallons perd ayof Repu rified W ater(“P hase
I”). W ithin one yearof the Effective D ate of this A greement,the parties
intend to meet and negotiate in good faith regard ing one or more
amend ments to this A greementorits Exhibits to ad d ress:

2.9.1.1 The allocation of specific P u re W ater P rogram costs between
C ity’s wateru tilityand the M etro System forsu chlaterphases;

2.9.1.2 A lternative billingmethod ologies forM etro System costs;

2.9.1.3The exclu sion of costs related to the ind u strial d ischarges
inspection and monitoring program within San D iego u nd er
Section 5.2.1.2.3of the A greement;

2.9.1.4 The inclu sion of costs for regional,non-M etro System potable
reu se projects in calcu latingthe C apitalExpense Rate;and

2.9.1.5The conveyance and treatmentof wastewatergenerated atUnited
States militarybases u nd erthis A greement.

If su chnegotiations d o notresu ltin an amend mentto this A greementorits
Exhibits concerning these su bjects,this A greementshallremain in fu ll
force and effectas setforth herein. Fu rther,if the C ity proceed s with a
laterphase of the P u re W aterP rogram as au thorized u nd erSection 2.1 of
this A greement,and the P arties have notyetamend ed this A greementor
ExhibitF to specifically ad d ress su chcosts by the time they are incu rred ,
allcosts listed in Section Iof ExhibitF shallnonetheless be exclu d ed as
M etro System costs u nd erthis A greement.

2.9.2 The C ity and the P articipating A gencies shallcooperate,coord inate,and
negotiate in good faithwiththe P ad re D am M u nicipalW aterD istrict,San
D iego C ou nty Sanitation D istrict,and C ity of ElC ajon on issu es that
relate to the EastC ou nty A W P P rogram,inclu d ing,bu tnotlimited to,the
potential transfer of the M ission Gorge P u mp Station; d isposal of
resid u als;and asou rce controlprogram.

III. PAYMENT AND MONITORING PROVISIONS

3.1 P aymentforM etro System Facilities.

Throu gh the system of charges setforth in A rticle V of this A greement,each
P articipatingA gencyshallpayits share of the costs of planning,d esign and constru ction of allof
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the M etro System facilities whichare id entified in ExhibitA hereto,whichis incorporated herein
byreference.

3.2 P aymentforA d d itionalM etro System Facilities.

Throu gh the system of charges setforth in A rticle V of this A greement,each
P articipating A gency shallpay its share of the costs of acqu isition,or planning,d esign and
constru ction of su chfacilities in ad d ition to those setforthon ExhibitA as are necessary forthe
M etro System to maintain compliance withapplicable laws,ru les and regu lations,inclu d ingthe
O cean P ollu tion Red u ction A ctof 1994 and its su ccessor(s),presentand fu tu re waivers of
applicable treatmentstand ard s atany M etro System treatmentfacility,and allfacilities as are
necessary to convey,treat,d ispose,and reu se wastewaterin the M etro System to provid e the
C ontract C apacity set forth in Exhibit B ,to maintain hyd rau lic capacity and as otherwise
requ ired bysou nd engineeringprinciples.A s aministerialmatter,the C ity shallamend ExhibitA
from time to time to reflectsu chad d itionalfacilities and shallgive notice of any amend ments to
the P articipatingA gencies.The C ity shallkeepan u pd ated version of ExhibitA on file withthe
C ity P u blic Utilities D epartment.ExhibitA may be amend ed to reflectother changes to the
M etro System onlyas expresslyprovid ed in this A greement.

3.3 P aymentforO peration and M aintenance.

Throu gh the system of charges setforth in A rticle V of this A greement,each
P articipating A gency shallpay its share of the O peration and M aintenance C osts of allM etro
System facilities.The P articipating A gencies shallnotpay forthe O peration and M aintenance
C osts of W aterRepu rification System,whichare C ityW aterUtilityP W C osts.

3.4 C harges B ased on Flow and Strength;Exception.

3.4.1 Exceptas otherwise d escribed in this Section 3.4,aP articipatingA gency’s
share of the charges in this A rticle IIIshallbe assessed pu rsu antto A rticle
V of this A greementbased on its proportionate Flow in the M etro System
and the Strengthof its wastewater.

3.4.2 N otwithstand ingsection 3.4.1,orany otherprovision of this A greement,a
P articipatingA gency’s share of P u re W aterP rogram C apitalImprovement
C osts,Repu rified W aterRevenu e,and C apitalExpense Rate attribu table
to the M etro System u nd erExhibitF shallbe assessed orcred ited based on
the parties’ proportionate share of the P u re W ater C apital M eld ed
P ercentage stated in C olu mn 12 of ExhibitG. The C ity shallannu ally
allocate the estimated and actu al P u re W ater P rogram C apital
Improvement C osts and revenu es which are attribu table to the M etro
System u nd erExhibitF in proportion to each party’s P u re W aterC apital
M eld ed P ercentage when estimating qu arterly payments and cond u cting
year-end ad ju stments u nd erA rticle V .

3.4.3 Each party recognizes thatoperation within respective P rojected 2050
Strengthand Flow A mou nts is essentialto the accu rate allocation of costs
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and revenu es u nd erthe P u re W aterP rogram. In recognition of same,the
parties agree as follows:

3.4.3.1 B eginning in the nextfiscalyear after the effective d ate of this
A greement,if a party’s A nnu al A verage D aily Flow, annu al
average pou nd s perd ay of C O D ,orannu alaverage pou nd s perd ay
of SS exceed s any one of its P arty’s P rojected 2050 Strength and
Flow A mou nts by more than ten percent(10%) for any two (2)
consecu tive fiscalyears,the C ity shallprepare an amend mentto
ExhibitG thatad ju sts projections of each party’s P rojected 2050
Strength and Flow A mou nts based on information abou t su ch
party’s exceed ance and other relevant information u sing sou nd
engineeringprinciples. Upon approvalby the C ity and two-third s
of the members of the M etro C ommission,the C ity shall,as a
ministerial matter, amend Exhibit G (inclu d ing the M eld ed
P ercentages in C olu mn 12 of Exhibit G) to reflect the new
P rojected 2050 Strength and Flow A mou nts foreach party. The
C ity shallkeep an u pd ated version of ExhibitG on file with the
C ity P u blic Utilities D epartment.If the C ity and two-third s of the
M etro C ommission cannotagree on an amend mentto ExhibitG,
the matter shallbe su bmitted to d ispu te resolu tion pu rsu antto
A rticle IX .

3.4.3.2 N otwithstand ingthe amou nts setforthin C olu mns 4,7 ,and 10 of
Exhibit G,the following parties will be d eemed to have the
followingP rojected 2050 Strengthand Flow A mou nts u ntilJu ly 1,
2025:

3.4.3.2.1 P ad re D am: 3.2 M GD Flow; 24,7 30 lb/d ay C O D ;
11,900 lb/d aySS

3.4.3.2.2 San D iego C ou nty Sanitation D istrict:13.617 M GD
Flow;7 0,210 lb/d ayC O D ;27 ,8 30 lb/d aySS

3.4.3.3If ExhibitG is amend ed to u pd ate one ormore parties’P rojected
2050 Strength and Flow A mou nts,the change in P rojected 2050
Strength and Flow A mou nts and P u re W ater C apital M eld ed
P ercentages shallbe retroactive in effect,and the C ity shallu se the
u pd ated amou nts in estimatingqu arterly payments and cond u cting
year-end ad ju stments forP u re W aterP rogram costs and revenu es.
Therefore,any party thatu nd erpaid based on prior P u re W ater
C apitalM eld ed P ercentages (whichwere based on priorP rojected
2050 Strengthand Flow A mou nts)shallpaythe retroactive amou nt
d u e in its qu arterly payments the following fiscalyear;any party
that overpaid based on previou s P u re W ater C apital M eld ed
P ercentages shallreceive a cred itin its qu arterly payments the
following fiscalyear. N otwithstand ing the preced ing sentence,if
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the retroactive amou nt d u e ex ceed s 20% of a party’s average
annu alM etro System payments for the previou s fou r (4) years,
su ch party may electto pay the retroactive amou ntd u e in its
qu arterly payments overthe su bsequ entfou r(4)fiscalyears,with
interestbased on the mostrecentqu arterly earnings rate of the
L ocal A gency Investment Fu nd ’s P ooled M oney Investment
A ccou nt;any party thatoverpaid based on previou s P u re W ater
C apitalM eld ed P ercentages shallreceive acred itin its qu arterly
payments the followingfou r(4)fiscalyears.

3.4.3.4 If a P articipating A gency (other than those specified in Section
3.4.3.2) intend s to d iverta portion of its Flow from the M etro
System pu rsu antto Section 2.3.2 on or before Ju ly 1,2025,the
P articipating A gency may provid e written notice to the C ity by
D ecember31,2019,requ estingan ad ju stmentin its P rojected 2050
Strengthand Flow A mou nts and M eld ed P ercentage in ExhibitG.
If su ch notice is timely provid ed , the C ity shall prepare an
amend mentto ExhibitG based on information abou tsu ch party’s
d iversion and otherrelevantinformation u sing sou nd engineering
principles. Su chamend mentshallthen be su bjectto the approval
proced u res set forth in Section 3.4.3.1, and the retroactivity
provisions setforth in Section 3.4.3.3;provid ed ,however,that
su ch an amend ment to Exhibit G shall also be su bject to an
agreementwith the C ity for the P articipating A gency to pay its
proportionate share of P u re W aterP rogram planning,d esign,and
constru ction costs incu rred to d ate by the M etro System (based on
su ch P articipating A gency’s prior M eld ed P ercentage),and any
costs forP u re W aterP rogram planning ord esign changes which
are reasonablynecessary d u e to the intend ed d iversion.

3.5 M onitoringFlow and Strength.

3.5.1 The C ity shallmonitor wastewater that is d ischarged into the M etro
System forFlow and Strength.The C ity shallown and operate as partof
the M etro System monitoring d evices which willmeasu re the amou ntof
d aily wastewaterd ischarged into the M etro System.These d evices shallbe
installed atlocations appropriate to accu rately monitorFlow and Strength.
The C ity may also monitor wastewater Flow and Strength at other
locations as itd eems appropriate.

3.5.2 In measu ring Strength,the frequ ency and natu re of the monitoring shall
notbe more stringentforthe P articipatingA gencies than itis forthe C ity.

3.5.3 The C ity shall,atleastonce every five (5)years,u pd ate and provid e its
plans for the monitoring system and for the proced u res itwillu se to
d etermine Strength to the P articipating A gencies. The P articipating
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A gencies shallhave the opportu nity to review and comment prior to
implementation.

3.5.4 The C ity shallreportFlow and Strengthd atato the P articipatingA gencies
atleastqu arterly.

IV. CAPACITY RIGHTS

4.1 C ontractC apacity.

In consid eration of the obligations in this A greement,eachP articipating A gency
shallhave acontractu alrightto d ischarge wastewaterto the M etro System u pto the C ontract
C apacity setforthin ExhibitB .Eachparty’s P rojected M etro Flow 2050 stated in ExhibitG,is
u sed solely for the pu rpose of allocating the M etro System’s P u re W ater P rogram C apital
Improvement C osts,Repu rified W ater Revenu e,and the C apital Expense Rate u nd er this
A greement,and d oes notreplace orlimitC ontractC apacity.

4.2 Transfers of C ontractC apacity.

The P articipatingA gencies and the C ity may bu y,sellorexchange allorpartof
theirC ontractC apacity amongthemselves on su chterms as they may agree u pon.The C ity shall
be notified priorto any transfer.A ny transfershallbe firstapproved by the C ity.N o C ontract
C apacity may be transferred if the C ity d etermines,after consu ltation with the P articipating
A gencies involved in the transaction,that said transfer will u nbalance,or will otherwise
ad versely impactthe C ity’s ability to operate the M etro System.P rovid ed ,however,thatthe
P articipatingA gency seekingthe transfermay offerto cu re su chimbalance atits own expense.
Followingthe C ity’s consent,as aministerialmatter,the C ontractC apacity setforthin ExhibitB
shallbe ad ju sted to reflectthe approved transfer. If necessary,P rojected M etro Flow 2050 set
forth in ExhibitG shallalso be ad ju sted to reflectthe approved transferu sing the process set
forthin Section 3.4.3.1,provid ed ,however,thatan amend mentto ExhibitG d u e to an approved
transfershallnotbe retroactive in effectpu rsu antto Section 3.4.3.3.

4.3 A llocation of A d d itionalC apacity.

The parties recognize thatthe C ity’s applicable permits forthe M etro System may
be mod ified to create capacity in the M etro System beyond thatsetforthin ExhibitB as aresu lt
of the constru ction of ad d itionalfacilities or as a resu ltof regu latory action.This ad d itional
capacityshallbe allocated as follows:

4.3.1 Exceptas provid ed in section 4.3.2 below,in the eventthatthe M etro
System is rerated so thatad d itionalpermitted capacity is created ,said
capacity shallbe allocated proportionately based u pon the M etro System
charges thathave been paid since Ju ly1,1995to the d ate of rerating.

4.3.2 In the eventthatthe ad d itionalpermitted capacity is created as the resu lt
of the constru ction of non-M etro System facilities,oras the resu ltof the
constru ction of facilities pu rsu antto A rticle V II,su chad d itionalcapacity
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shallbe allocated proportionately based on the payments mad e to plan,
d esign and constru ctsu chfacilities.

4.4 D ed u ctions in C ontractC apacity.

The parties fu rther recognize that the C ontract C apacity in Exhibit B and
P rojected M etro Flow 2050 in ExhibitG may be mod ified to comply with,orin response to,
applicable permitcond itions,orrelated regu latory action,orsou nd engineeringprinciples.In the
eventthatthe capacity of the M etro System is rerated to alevelbelow the totalcapacity setforth
in ExhibitB ,the C ontractC apacity in ExhibitB and P rojected M etro Flow 2050 in ExhibitG
shallbe reallocated proportionately pend ingthe acqu isition orconstru ction of new facilities.The
C ityshallacqu ire orconstru ctsu chfacilities as necessary to provid e the C ontractC apacity rights
setforthin ExhibitB ,as planningand capacityneed s requ ire.The costs of su chfacilities shallbe
assessed pu rsu antto Section 3.2.

4.5 A mend ments to Exhibits B and G.

A s aministerialmatter,the C ity shallprepare amend ments to Exhibits B and G to
reflectany ad ju stmentin C ontractC apacity pu rsu antto this A rticle within ninety (90)d ays after
the ad ju stmentis mad e.The C ity shallgive notice of the amend ments to each P articipating
A gency,and shallprovid e copies of the amend ments with the notice.The C ity shallkeep an
u pd ated version of Exhibits B and G on file withthe C ityP u blic Utilities D epartment.

4.6 The Sou thB ay L and /O cean O u tfall.

N othing in this A rticle shalllimitthe C ity’s rightto transfer capacity service
rights in thatportion of the Sou th B ay L and /O cean O u tfallwhich is notpartof the M etro
System.

V. SYSTEM OF CHARGES

5.1 C harges A u thorized .

The C ity agrees to implementand the P articipatingA gencies agree to abid e by a
new system of charges.This new system allows the C ity to equ itably recover from all
P articipating A gencies their proportionalshare of the netM etro System C osts throu gh the
imposition of the followingcharges:

5.1.1 SSC (SewerSystem C harge);

5.1.2 N C C C (N ew C ontractC apacityC harge).

5.2 SSC (SewerSystem C harge).

The C ity shalld etermine the SSC based on the projected M etro System C osts (as
d efined below) for the forthcoming fiscalyear,less allM etro System Revenu es (as d efined
below).
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5.2.1 M etro System C osts

5.2.1.1 The following shallata minimu m be consid ered M etro System
C osts forpu rposes of calcu latingthe annu alSSC :

5.2.1.1.1 Exceptas provid ed in section 5.2.1.2 (Exclu d ed C osts),
the annu al costs associated with ad ministration,
operation, maintenance, replacement, annu al d ebt
service costs and other period ic financing costs and
charges, capital improvement, insu rance premiu ms,
claims payments and claims ad ministration costs of the
M etro System,inclu d ingprojected overhead .O verhead
shallbe calcu lated u sing accepted accou ntingpractices
to reflectthe overhead costs of the M etro System.

5.2.1.1.2 Fines orpenalties imposed on the C ity as aresu ltof the
operation of the M etro System,u nless the fine/penalty
is allocated to the C ity or a P articipating A gency as
provid ed in Section 2.6.7 .

5.2.1.2 Exclu d ed C osts. The following items shallnot be consid ered
M etro System C osts forpu rposes of calcu latingthe annu alSSC :

5.2.1.2.1 C osts related to the C ity of San D iego’s M u nicipal
System as d etermined by reasonable calcu lations;

5.2.1.2.2 C osts related to the treatment of sewage from any
agencywhichis notapartyto this A greement;

5.2.1.2.3 C osts related to the inspection and monitoringprogram
for the ind u strial d ischargers located in San D iego,
inclu d ing associated ad ministrative and laboratory
services;

5.2.1.2.4 Right-of-way charges forthe u se of pu blic streets of the
C ity or any P articipating A gency.The C ity and the
P articipating A gencies agree notto impose aright-of-
way charge for the u se of its pu blic rights-of-way for
M etro System pu rposes;

5.2.1.2.5 C apitalImprovementC osts of any non-M etro System
facility;

5.2.1.2.6 C apitalImprovementC osts forwhichan N C C C is paid ;
and

5.2.1.2.7 C ityW aterUtilityP W C osts.
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5.2.2 M etro System Revenu es.

5.2.2.1 The following revenu es shallbe ataminimu m consid ered M etro
System Revenu es forpu rposes of d eterminingthe annu alSSC :

5.2.2.1.1 A ny grantorloan receipts orany otherreceipts thatare
attribu table to the M etro System,inclu d ing,bu t not
limited to,allcompensation or receipts from the sale,
lease,or other conveyance or transfer of any assetof
the M etro System;provid ed ,however,thatthis shallnot
inclu d e any grant,loan,orotherreceipts attribu table to
the M etro System components of the P u re W ater
P rogram,which are specifically ad d ressed in Section
5.2.2.1.8 .

5.2.2.1.2 A llcompensation or receipts from the sale or other
conveyance or transfer of any M etro System by-
prod u cts,inclu d ing,bu tnotlimited to gas,electrical
energy, slu d ge prod u cts, and Reclaimed W ater
(exceptingtherefrom any receipts allocated pu rsu antto
section 5.2.2.1.3).

5.2.2.1.3 The d istribu tion of revenu e from the sale of Reclaimed
W ater from the N orth C ity W ater Reclamation P lant,
inclu d ing incentives for the sale of Reclaimed W ater,
shallfirstbe u sed to pay forthe costof the Reclaimed
W ater D istribu tion System, then the cost of the
O peration and M aintenance of the Tertiary C omponent
of the N orthC ity W aterReclamation P lantthatcan be
allocated to the prod u ction of Reclaimed W ater,and
then to the M etro System.

5.2.2.1.4 A ny portion of an N C C C that constitu tes
reimbu rsementof costs pu rsu antto Section 7 .1.4.

5.2.2.1.5 A nypenalties paid u nd erSection 7 .3.

5.2.2.1.6 P roceed s from the C apitalExpense Rate,as calcu lated
u nd er Exhibit F and allocated among the C ity and
P articipating A gencies in the proportions setforth in
C olu mn 12 of ExhibitG.

5.2.2.1.7 Those portions of Repu rified W ater Revenu e
attribu table to the M etro System,as calcu lated u nd er
Exhibit F and allocated among the P articipating
A gencies in the proportions setforth in C olu mn 12 of
ExhibitG.
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5.2.2.1.8 A ny grantorloan receipts orany otherreceipts thatare
attribu table to the M etro System components of the
P u re W aterP rogram,inclu d ing,bu tnotlimited to,all
compensation orreceipts from the sale,lease,orother
conveyance or transfer of any asset of the M etro
System components of the P u re W aterP rogram. A ny
proceed s u nd erthis section shallbe allocated amongthe
C ity and the P articipating A gencies in the proportions
setforthin C olu mn 12 of ExhibitG.

5.2.2.2 Exclu d ed Revenu e

5.2.2.2.1 C apitalImprovementC osts forwhichan N C C C is paid ;

5.2.2.2.2 P roceed s from the issu ance of d ebtforM etro System
projects.

5.2.2.2.3 P roceed s from the sale of Reclaimed W ateru sed to pay
forthe Reclaimed W aterD istribu tion System pu rsu ant
to section 5.2.2.1.3above.

5.2.3 C alcu lation of SSC Rates.

5.2.3.1 P riorto the initialimplementation of the new system of charges,
the C ityshallprepare asample fiscalyearestimate settingforththe
method ology and samplingd atau sed as abase forStrengthbased
billing (SB B ) which inclu d es Flow and Strength (C hemical
O x ygen D emand (C O D )and Su spend ed Solid s (SS)).The analysis
shallbe su bmitted to eachP articipatingA gency.

5.2.3.2 The C ity shalld etermine the u nitSSC rates by allocatingnetcosts
(M etro System C osts less M etro System Revenu es) between
parameters of Flow,C O D and SS.This allocation is based on the
approved Fu nctional-D esign M ethod ology analyses forind ivid u al
C apitalImprovementP rojects (C IP s)and estimated O peration and
M aintenance (O & M )C osts allocated to the three parameters.The
C ity may revise the calcu lations to inclu d e any othermeasu rement
requ ired bylaw afterthe effective d ate of this A greement.

5.2.3.3The netcostallocated to eachof the three parameters (Flow,C O D
and SS)shallbe d ivid ed by the totalM etro System qu antity for
thatparameterto d etermine the u nitrates forFlow,C O D and SS.
These u nit rates shall apply u niformly to all P articipating
A gencies.

5.2.4 Estimate and B illingSched u le and Y earEnd A d ju stment
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5.2.4.1 The C ity shallestimate the SSC rates on an annu albasis priorto
Janu ary 15.The C ity shallqu antify the SSC rates by estimatingthe
qu antityof Flow,C O D and SS foreachparty,based on thatparty’s
actu alflow and the cu mu lative d ataof samplingforC O D and SS
overthe preced ingyears.If cu mu lative d atais no longerind icative
of d ischarge from a P articipating A gency d u e to the
implementation of method s to red u ce Strength,previou s higher
read ings maybe eliminated .

5.2.4.2 C osts of treatingRetu rn Flow forsolid s hand lingwillbe allocated
to the P articipating A gencies in proportion to their Flow and
Strength.Retu rn Flow willnotbe cou nted againstthe P articipating
A gencies’C ontractC apacityas shown in ExhibitB .

5.2.4.3The C ity shallbillthe P articipating A gencies qu arterly,invoicing
on A u gu st1 ,N ovember1,Febru ary 1 and M ay 1.Eachbillshall
be paid within thirty (30)d ays of mailing.Q u arterly payments will
consistof the totalestimated costforeach P articipating A gency,
based on theirestimated Flow,C O D and SS,d ivid ed by fou r.

5.2.4.4 A tthe end of each fiscalyear,the C ity shalld etermine the actu al
M etro System C osts and the actu alFlow as wellas the cu mu lative
Strength d ataforthe C ity and each of the P articipatingA gencies.
The C ity shallmake any necessary ad ju stments to the u nitrates for
Flow,C O D and SS based on actu alcosts forthe year.The C ity
shallthen recalcu late the SSC forthe yearu singactu alcosts forthe
year,actu alFlow,and cu mu lative Strength factors (C O D ,SS and
Retu rn Flow)forthe C ity and foreachP articipatingA gency.The
C ity shallcred it any fu tu re charges or billfor any ad d itional
amou nts d u e,the qu arter after the prior year costs have been
au d ited .

5.3 N C C C (N ew C ontractC apacityC harge).

If N ew C ontractC apacity is requ ired or requ ested by a P articipating A gency,
pu rsu antto A rticle V II,the M etro System shallprovid e the need ed or requ ested capacity,
provid ed thatthe P articipatingA gency agrees to pay an N C C C in the amou ntrequ ired to provid e
the N ew C ontractC apacity.N ew C ontractC apacity shallbe provid ed pu rsu antto A rticle V II.
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5.4 D ebtFinancing.

The C ity retains the sole right to d etermine the timing and amou nt of d ebt
financingrequ ired to provid e M etro System Facilities.

5.5 A llocation of O peratingReserves and D ebtService C overage.

The parties shallcontinu e to comply with the 2010 A d ministrative P rotocolon
A llocation of O peratingReserves and D ebtService C overage to P articipatingA gencies,attached
hereto and incorporated herein as ExhibitC .

VI. PLANNING

6.1 P rojected Flow and C apacityReport.

C ommencing on Ju ly 1,1999,each P articipating A gency shallprovid e the C ity
and the M etro C ommission withaten-yearprojection of its Flow and capacityrequ irements from
the M etro System.The A gencies shalld isclose any plans to acqu ire N ew C apacity ou tsid e the
M etro System.This “P rojected Flow and C apacity Report”shallbe u pd ated annu ally.

6.2 O therP lanningInformation.

EachP articipatingA gency shallprovid e the C ity withsu chad d itionalinformation
as requ ested bythe C ity as necessaryforM etro System planningpu rposes.

6.3 Ten-Y earC apitalImprovementP lan.

The C ity shallprepare a Ten-Y ear C apitalImprovement P lan for the M etro
System thatd escribes the facilities necessaryto convey,treat,and d ispose of,orreu se allFlow in
the M etro System in compliance withallapplicable ru les,laws and regu lations.The plan shallbe
u pd ated annu ally.

6.4 N otice to M etro C ommission.

In the eventthatthe C ity is notable to inclu d e afacility in the Ten-Y earC apital
ImprovementP lan,the C ity shallnotify the M etro C ommission as soon as possible before the
d etailed d esign orconstru ction of su chfacility provid ed thatthe facility willsignificantly impact
the M etro System.

VII. FACILITIES SOLELY FOR NEW CONTRACT CAPACITY

The P articipating A gencies and C ity are obligated to pay forthe acqu isition or
planning,d esign,and constru ction of new facilities in the M etro System thatare need ed solely to
provid e N ew C ontractC apacityonlyu nd erthe terms provid ed below.

7 .1 D etermination of N eed forN ew C ontractC apacity.
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7 .1.1 A s partof its planning efforts,and consid ering the planning information
provid ed to the C ity by the P articipating A gencies, the C ity shall
d etermine when ad d itionalfacilities beyond those acqu ired orconstru cted
pu rsu antto A rticle IIIabove willbe necessary solely to accommod ate a
need forN ew C ontractC apacity in the M etro System,whetherby the C ity
orby the P articipatingA gencies.The C ity shalld etermine:(1)the amou nt
of N ew C ontract C apacity need ed ; (2) the P articipating A gency or
A gencies,orthe C ity,as the case may be,in need of the N ew C ontract
C apacity;(3)the type and location of any capitalimprovements necessary
to provid e the N ew C ontractC apacity;(4) the projected costs of any
necessary capitalimprovements;and ,(5)the allocation of the costof any
su ch facilities to the P articipating A gency and /orthe C ity forwhich any
N ew C ontractC apacity is being d eveloped .The C ity shallnotify the
P articipating A gencies of its d etermination within sixty d ays of making
su chd etermination.

7 .1.2 The C ity orP articipating A gency orA gencies in need of N ew C ontract
C apacity as d etermined by the C ity pu rsu antto section 7 .1.1 above,may
choose,in their sole d iscretion,to obtain N ew C apacity ou tsid e of.the
M etro System in lieu of N ew C ontract C apacity. Und er su ch
circu mstances,the P articipating A gency orA gencies shallcommitto the
C ity in writing their intentto obtain su ch N ew C apacity.Upon su ch
commitment,the C ity shallnotbe requ ired to provid e N ew C ontract
C apacity to su ch A gency or A gencies as otherwise requ ired u nd er this
A greement.

7 .1.3 The P articipatingA gencies shallhave six months from the d ate of notice
of the d etermination within whichto commenton orchallenge allorpart
of the C ity’s d etermination regard ingN ew C ontractC apacity,orto agree
thereto or to commit,in writing,to obtain N ew C apacity ou tsid e of the
M etro System. A ny P articipating A gency objecting to the C ity’s
d etermination shallhave the bu rd en to commence and d iligently pu rsu e
the formald ispu te resolu tion proced u res of this A greementwithin said six
monthperiod .The C ity’s d etermination shallbecome finalatthe close of
the six month commentand objection period .The C ity’s d etermination
shallremain valid notwithstand ing commencementof d ispu te resolu tion
u nless and u ntilotherwise agreed to pu rsu antto the d ispu te resolu tion
process in A rticle IX ,orpu rsu antto afinalcou rtord er.

7 .1.4 The C ity and the P articipating A gency or A gencies which need N ew
C ontractC apacity shallthereafterenterinto an agreementspecifying the
terms and cond itions pu rsu antto whichthe N ew C ontractC apacity willbe
provid ed , inclu d ing the amou nt of capacity and the N ew C ontract
C apacity.Eachparty obtainingN ew C ontractC apacity shallreimbu rse the
M etro System for the costs of acqu isition, planning, d esign, and
constru ction of facilities necessary to provid e the N ew C ontractC apacity
thathave been paid byotherparties u nd erSection 7 .2.3.
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7 .1.5 The parties recognize thatthe C ity may acqu ire and plan,d esign and
constru ctfacilities thatare au thorized pu rsu antto both A rticle III and
A rticle V IIof this A greement.Und ersu ch circu mstances,the C ity shall
allocate the costs and capacity of su chfacilities pu rsu antto A rticle IIIand
Section 7 .1.1 as applicable.

7 .2 C harges forFacilities P rovid ingN ew C ontractC apacity

7 .2.1 The expense of acqu isition,planning,d esign,and constru ction of N ew
C ontractC apacity shallbe borne by the C ity orthe P articipatingA gency
orA gencies in need of su chN ew C ontractC apacity.

7 .2.2 N otwithstand ing any provision in this A greement,the C ity and the
P articipatingA gencies shallpay forthe O peration and M aintenance C osts
of allfacilities pu rsu antto the paymentprovisions of A rticle III,inclu d ing
those facilities acqu ired and constru cted to provid e N ew C ontract
C apacityin the M etro System.

7 .2.3 C harges forthe acqu isition,planning,d esign and constru ction of facilities
solely to provid e N ew C ontract C apacity shall be paid for by the
P articipatingA gencies and the C ity pu rsu antto the paymentprovisions in
A rticle IIIof this A greementu ntilan agreementis reached u nd erSection
7 .1.4.or pend ing the resolu tion of any d ispu te relating to the C ity’s
d etermination withrespectto N ew C ontractC apacity.

7 .2.4 A s aministerialmatter,the C ity shallprepare amend ments to Exhibits A
and B to reflectthe acqu isition orconstru ction of facilities to provid e N ew
C ontractC apacity pu rsu antto this A rticle.The C ity shallgive notice of
the A mend ments to the P articipatingA gencies,and shallprovid e copies of
the A mend ments withthe notice.

7 .3 L iqu id ated D amages.

7 .3.1 The parties recognize thatappropriate capacity and long term planning
for same are essentialto the proper provision of sewerage service.In
recognition of same,the parties agree thatd ischarge beyond C ontract
C apacity willresu ltin d amages thatare d ifficu ltto d etermine.Therefore,
the d amages are being liqu id ated in an amou ntestimated to the actu al
d amage thatwillbe incu rred by the C ity,and is notapenalty. In the
eventthataP articipatingA gency exceed s its C ontractC apacity afterthe
C ity has given notice thatN ew C apacity is requ ired ,said P articipating
A gency shallbe assessed and pay aliqu id ated d amages u ntilsu ch time
as the P articipating A gency obtains the requ ired N ew C apacity.The
liqu id ated d amages shallbe one d ollar ($1) for each gallon of Flow
which exceed s the P articipating A gency’s C ontractC apacity for each
qu arter in which any exceed ance occu rs. The amou ntof liqu id ated
d amages shall be ad ju sted each fiscal year to reflect the annu al
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percentage change in the Engineering N ews Record – L os A ngeles
constru ction costind ex.

7 .3.2 In the eventthataP articipatingA gency fails to pay the charges imposed
u nd er this A rticle after the C ity has given notice that payment is
requ ired ,said P articipating A gency shallbe assessed and shallpay
liqu id ated d amages which shallbe d etermined by mu ltiplying the most
recentqu arterly earnings rate of the L ocalA gency InvestmentFu nd ’s
P ooled M oney InvestmentA ccou nttimes the totalou tstand ing charges.
The P articipatingA gency shallpay su chliqu id ated d amages eachqu arter
u ntilthe ou tstand ingcharges are paid in fu ll.

VIII. THE METRO COMMISSION

8 .1 M embership.

The M etro C ommission shallconsistof one representative from eachP articipating
A gency.EachP articipatingA gency shallhave the rightto appointarepresentative of its choice
to the M etro C ommission.If a P articipating A gency is a d epend entd istrictwhose governing
bod y is thatof anotherind epend entpu blic agency thatP articipatingA gency shallbe represented
on the M etro C ommission by arepresentative appointed by the governingbod y whichshallhave
no more than one representative no matterhow many P articipating A gencies itgoverns.Each
member has one vote in any matter consid ered by the M etro C ommission. The M etro
C ommission shallestablish its own meeting sched u le and ru les of cond u ct.The C ity may
participate in the M etro C ommission on an ex officio,non-votingbasis.

8 .2 A d visoryResponsibilities of M etro C ommission.

8 .2.1 The M etro C ommission shallactas an ad visorybod y,ad visingthe C ityon
matters affectingthe M etro System.The C ity shallpresentthe position of
the majority of the M etro C ommission to the C ity’s governing bod y in
written staff reports.The M etro C ommission may prepare and su bmit
materials in ad vance and may appear atany hearings on M etro System
matters and presentits majorityposition to the governingbod yof the C ity.

8 .2.2 The M etro C ommission may ad vise the C ity of its position on any issu e
relevantto the M etro System.

IX. DISPUTE RESOLUTION

This Section governs alld ispu tes arisingou tof this A greement.

9.1 M and atoryN on-B ind ingM ed iation.

If a d ispu te arises among the parties relating to or arising from a party’s
obligations u nd er this A greementthatcannotbe resolved throu gh informald iscu ssions and
meetings,the parties involved in the d ispu te shallfirstend eavor to settle the d ispu te in an
amicable manner,u sing mand atory non-bind ing med iation u nd erthe ru les of JA M S,A A A ,or
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any otherneu tralorganization agreed u pon by the parties before having recou rse in acou rtof
law.M ed iation shallbe commenced by send ingaN otice of D emand forM ed iation to the other
party or parties to the d ispu te. A copy of the notice shallbe sentto the C ity,allother
P articipatingA gencies,and the M etro C ommission.

9.2 Selection of M ed iator.

A single med iatorthatis acceptable to the parties involved in the d ispu te shallbe
u sed to med iate the d ispu te.The med iatorwillbe knowled geable in the su bjectmatterof this
A greement,if possible,and chosen from lists fu rnished by JA M S,A A A ,orany otheragreed
u pon med iator.

9.3 M ed iation Expenses.

The expenses of witnesses for either sid e shallbe paid by the party prod u cing
su ch witnesses.A llmed iation costs,inclu d ing requ ired traveling and other expenses of the
med iator,and the costof any proofs or expertad vice prod u ced atthe d irectrequ estof the
med iator,shallbe M etro System costs.

9.4 C ond u ctof M ed iation.

M ed iation hearings willbe cond u cted in an informalmanner.D iscovery shallnot
be allowed .The d iscu ssions,statements,writings and ad missions and any offers to compromise
d u ringthe proceed ings willbe confid entialto the proceed ings (pu rsu antto C aliforniaEvid ence
C od e Sections 1115 – 1128 and 1152) and willnotbe u sed for any other pu rpose u nless
otherwise agreed by the parties in writing.The parties may agree to exchange any information
they d eem necessary.The parties involved in the d ispu te shallhave representatives attend the
med iation who are au thorized to settle the d ispu te,thou gharecommend ation of settlementmay
be su bjectto the approvalof each agency’s board s orlegislative bod ies.Eitherparty may have
attorneys,witnesses orexperts present.

9.5 M ed iation Resu lts.

A ny resu ltantagreements from med iation shallbe d ocu mented in writing.The
resu lts of the med iation shallnotbe finalorbind ingu nless otherwise agreed to in writingby the
parties.M ed iators shallnotbe su bjectto any su bpoenaorliability and theiractions shallnotbe
su bjectto d iscovery.

9.6 P erformance Requ ired D u ringD ispu te.

N othingin this A rticle shallrelieve the C ity and the P articipatingA gencies from
performingtheirobligations u nd erthis A greement.The C ity and the P articipatingA gencies shall
be requ ired to comply with this A greement,inclu d ing the performance of alld ispu ted activity
and d ispu ted payments,pend ingthe resolu tion of anyd ispu te u nd erthis A greement.

9.7 O ffers to C ompromise
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A ny offers to compromise before oraftermed iation proceed ings willnotbe u sed
to prove aparty’s liability forloss ord amage u nless otherwise agreed by the parties in writing
(pu rsu antto Evid ence C od e Section 1152.)

X. INSURANCE AND INDEMNITY

10.1 C ityShallM aintain A llRequ ired Insu rance.

10.1.1 Throu ghou t the term of this A greement the C ity shall procu re and
maintain in effectliability insu rance covering M etro System assets and
operations in the same manner,and to the same extent,as the C ity insu res
similarassets and operations of the C ity.Su chinsu rance may be provid ed
throu gh separate policies forthe M etro System,or by consolid ating the
M etro System with other C ity assets and operations for insu rance
pu rposes. If the M etro System is insu red separately,policy limits,
d ed u ctibles,and self-insu red retentions shallbe equ ivalentto whatthe
C ity procu res forothersimilarC ity assets and operations.The C ity shall
maintain allinsu rance requ ired by law,inclu d ing workers’compensation
insu rance,and may self-insu re for certain losses when allowed by law.
The proportionate cost of insu rance for the M etro System shall be
inclu d ed in the compu tation of the SSC .

10.1.2 If the M etro System is insu red separately,any policy or policies of
liability insu rance carried by the C ity forthe M etro System shallname the
P articipating A gencies as ad d itional insu red s with evid ence of same
su pplied to eachu pon requ est.

10.1.3 Upon requ estby the M etro C ommission or a P articipating A gency,the
C ity shallpromptly provid e written coverage and policy information,
inclu d ing, bu t not limited to, the scope of coverage, policy limits,
d ed u ctibles,and self-insu red retentions,inclu d ing information on any
claims mad e againstthe policies and remaininglimits and d ed u ctibles.

10.2 Su bstantiallyEqu ivalentC overage.

In the eventof atransferof the M etro System to anonpu blic entity pu rsu antto
A rticle II,coverage su bstantially equ ivalentto allthe above provisions shallbe maintained by
anysu ccessorin interest.

XI. INTERRUPTION OF SERVICE

Shou ld the M etro System services to the P articipatingA gencies be interru pted as aresu lt
of a major d isaster,by operation of fed eralor state law,or other cau ses beyond the C ity’s
control,the P articipating A gencies shallcontinu e allpayments requ ired u nd erthis A greement
d u ringthe period of the interru ption.

XII. NOTICES REQUIRED UNDER AGREEMENT
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The C ity and each P articipating A gency shall give notice when requ ired by this
A greement.A llnotices mu stbe in writing and eitherserved personally,ormailed by certified
mail.The notices shallbe sentto the officerlisted foreachparty,atthe ad d ress listed foreach
party in ExhibitD in accord ance withthis A rticle.If aparty wishes to change the officerand /or
ad d ress to whichnotices are given,the party shallnotify allotherparties in accord ance withthis
A rticle.Upon su chnotice,as aministerialmatter,the C ity shallamend ExhibitD to reflectthe
changes.The amend mentshallbe mad e within thirty (30)d ays afterthe change occu rs.The C ity
shallkeepan u pd ated version of ExhibitD on file withthe C ity P u blic Utilities D epartment.The
C ityshallprovid e acopy of the amend ed ExhibitD to allparties.

XIII. EFFECTIVE DATE AND EXPIRATION

13.1 Effective D ate.

This A greementshallbe effective thirty (30)d ays afterexecu tion by the C ity and
allof the P articipatingA gencies,and shallbe d ated as of the signatu re d ate of the lastexecu ting
party.

13.2 Expiration.

Su bjectto the rights and obligations setforth in Section 13.4,this A greement
shallexpire on D ecember31,2065.This A greementis su bjectto extension by agreementof the
parties.The parties shall commence d iscu ssions on an agreement to provid e wastewater
treatmentservices beyond the year2065on orbefore D ecember31,2055,oratsu chtime,if any,
thatthe P ointL omaW TP is requ ired to be u pgrad ed to second arytreatment.

13.3 C ontractC apacityRights Su rvive Expiration.

The P articipating A gencies’rightto obtain wastewater treatmentservices from
the facilities referred to in,orconstru cted pu rsu antto this A greementshallsu rvive the expiration
of the A greement.P rovid ed however,u pon expiration of this A greement,the P articipating
A gencies shallbe requ ired to pay their proportionalshare based on Flow and Strength of all
M etro System C osts (C apitalImprovementC osts and O peration and M aintenance)to maintain
theirrightto su ch treatmentservices.P rovid ed fu rther,thatin the eventthatthe P articipating
A gencies exercise theirrights to treatmentu pon expiration of this A greement,the C ityshallhave
the absolu te right,withou tconsu ltation,to manage,operate and expand the M etro System in its
d iscretion.

13.4 C apitalExpense Rate B eyond Expiration.

The C apitalExpense Rate,as fu rtherd escribed in ExhibitF,shallcontinu e u ntil
the costd ifference between (a) the actu alsu m of P u re W ater P rogram C apitalImprovement
C osts and associated d ebtattribu table to the M etro System u nd erExhibitF and /orthe costs to
u pgrad e the P ointL omaW TP and (b)$1.8 billion (as ad ju sted forinflation),has been fu lly paid ,
or the A greementexpires,whichever is sooner. N otwithstand ing,itis the express intentand
d esire of the C ity and the P articipating A gencies thatif the A greementexpires before the cost
d ifference has been paid throu gh the C apitalExpense Rate,thatthe C apitalExpense Rate
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continu e in any extension of this A greementnegotiated by the parties pu rsu antto Section 13.2
u ntilthe costd ifference has been fu llypaid .

13.5 A band onment.

A fterD ecember31,2065,the C ity may aband on the M etro System u pon d elivery
of notice to the P articipating A gencies ten (10)years in ad vance of said aband onment.Upon
notice by the C ity to aband on the M etro System,the parties shallmeetand conferoverthe natu re
and cond itions of su chaband onment.In the eventthe parties cannotreachagreement,the matter
shallbe su bmitted to med iation u nd erA rticle IX .In the eventof aband onment,the C ity shall
retain ownershipof allM etro System assets free of any claim of the P articipatingA gencies.

XIV. GENERAL

14.1 Exhibits.

1. This A greementreferences Exhibits A throu ghG.Eachexhibitis attached
to this A greement,and is incorporated herein by reference.The exhibits are as follows:

ExhibitA M etro Facilities;

ExhibitB C ontractC apacities;

ExhibitC A d ministrative P rotocolon A llocation of O perating
Reserves and D ebtService C overage to P articipating
A gencies;

ExhibitD N otice L isting;

ExhibitE Reclaimed W aterD istribu tion System;

ExhibitF P u re W aterC ostA llocation and Revenu es;and

ExhibitG P u re W aterC apitalB illingTable

14.2 A mend mentof A greement.

Exceptas provid ed in this A greement,and recognizing thatcertain amend ments
are ministerialand preapproved ,this A greementmay be amend ed orsu pplemented only by a
written agreementbetween the C ity and the P articipatingA gencies statingthe parties’intentto
amend orsu pplementthe A greement.

14.3 C onstru ction of A greement.

14.3.1 D raftingof A greement

Itis acknowled ged thatthe C ity and the P articipatingA gencies,with the
assistance of competentcou nsel,have participated in the d rafting of this
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A greementand thatany ambigu ity shou ld notbe constru ed fororagainst
the C ityoranyP articipatingA gencyon accou ntof su chd rafting.

14.3.2 Entire A greement

The C ity and eachP articipatingA gency represent,warrantand agree that
no promise oragreementnotexpressed herein has been mad e to them,that
this A greementcontains the entire agreementbetween the parties,thatthis
A greementsu persed es any and allprior agreements or u nd erstand ings
between the parties u nless otherwise provid ed herein,and thatthe terms of
this A greementare contractu aland notamere recital;thatin execu ting
this A greement,no party is relying on any statementor representation
mad e by the otherparty,orthe otherparty’s representatives concerning
the su bjectmatter,basis oreffectof this A greementotherthan as setforth
herein;and thateach party is relying solely on its own ju d gementand
knowled ge.

14.3.3 A greementB ind ingon A ll;N o Third P arty B eneficiaries

This A greementshallbe bind ing u pon and shallinu re to the benefitof
each of the parties,and each of their respective su ccessors,assigns,
tru stees orreceivers.A llthe covenants contained in this A greementare for
the express benefitof each and allsu ch parties.This A greementis not
intend ed to benefitany third parties,and any su chthird party beneficiaries
are expresslyd isclaimed .

14.3.4 Severability

14.3.4.1 Shou ld any provision of this A greement be held invalid or
illegal,su ch invalid ity orillegality shallnotinvalid ate the whole of this
A greement,bu t,rather,the A greementshallbe constru ed as if itd id not
contain the invalid or illegalpart,and the rights and obligations of the
parties shallbe constru ed and enforced accord ingly exceptto the extent
that enforcement of this A greement withou t the invalid ated provision
wou ld materiallyand ad verselyfru strate eitherthe C ity’s oraP articipating
A gency’s essentialobjectives setforthin this A greement.

14.3.4.2 Shou ld acou rtd etermine thatone or more components of the
allocation of costs set forth in this A greement places the C ity or a
P articipating A gency in violation of A rticle X III D ,Section 6 of the
C aliforniaC onstitu tion with respectto theirratepayers,su ch components
shallno longerbe of force oreffect.In su ch an event,the C ity and the
P articipating A gencies shallpromptly meetto renegotiate the violative
componentof the costallocation to comply withA rticle X IIID ,Section 6
of the C aliforniaC onstitu tion,and u se the d ispu te resolu tion process in
A rticle IX of this A greementif an agreementcannotbe reached throu gh
d irectnegotiation.
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14.3.4.3 Shou ld a state or fed eral agency provid e a final,written
d etermination thatthe method of allocating P u re W aterP rogram C apital
ImprovementC osts u nd er this A greementviolates the requ irements of
state or fed eralgrants or loans which are,or willbe,u sed to fu nd the
wastewater components of the P u re W ater P rogram,su ch allocation
method willno longer be of any force or effect. In su ch an event,the
parties agree that the allocation of P u re W ater P rogram C apital
ImprovementC osts attribu table to the M etro System willbe based on
Strength and Flow as setforth in Section 3.4.1,and the allocation of
Repu rified W aterRevenu e and the C apitalExpense Rate willbe based on
the parties’actu alpayments to fu nd the P u re W ater P rogram C apital
ImprovementC osts attribu table to the M etro System. The C ity and the
P articipatingA gencies shallalso promptly meetto negotiate an alternative
costallocation method thatwou ld comply withsu chgrantorloan fu nd ing
requ irements.

14.3.5 C hoice of L aw

This A greementshallbe constru ed and enforced pu rsu antto the laws of
the State of C alifornia.

14.3.6 Recognition of San D iego Sanitation D istrict as Su ccessor to C ertain
P arties.

The parties hereby acknowled ge and agree thatthe San D iego C ou nty
Sanitation D istrictis aP articipating A gency u nd erthis A greementas the
su ccessor in interestto the A lpine Sanitation D istrict,EastO tay M esa
Sewer M aintenance D istrict,L akesid e Sanitation D istrict,Spring V alley
Sanitation D istrict,and W interGard ens SewerM aintenance D istrict.

14.4 D eclarations Re:A greement.

14.4.1 Und erstand ingof Intentand Effectof A greement

The parties expressly d eclare and represent that they have read the
A greementand thatthey have consu lted with their respective cou nsel
regard ingthe meaning of the terms and cond itions contained herein.The
parties fu rtherexpressly d eclare and representthatthey fu lly u nd erstand
the contentand effectof this A greementand they approve and acceptthe
terms and cond itions contained herein, and that this A greement is
execu ted freelyand volu ntarily.

14.4.2 W arranty Regard ing O bligation and A u thority to Enter Into This
A greement

Each party represents and warrants thatits respective obligations herein
are legaland bind ing obligations of su ch party,thateach party is fu lly
au thorized to enterinto this A greement,and thatthe person signing this
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A greementhereinafterforeachparty has been d u ly au thorized to sign this
A greementon behalf of said party.

14.5 Restrictions on V eto of Transfers and A cqu isitions of C apacity

Each party u nd erstand s and agrees that this A greement governs its
respective rights and responsibilities with respectto the su bjectmatterhereto and specifically
recognizes thatwithrespectto the transferand acqu isition of C ontractC apacity (Section 4.2)or
the creation of N ew C ontract C apacity for any P articipating A gency (A rticle V II), no
P articipatingA gency has arightto veto orpreventthe transferof capacity by and amongother
P articipating A gencies or with the C ity,or to veto or preventthe creation or acqu isition of
capacity for another P articipating A gency or A gencies,recognizing that by signing this
A greementeachP articipatingA gency has expressly preapproved su chactions.The sole rightof
a P articipating A gency to objectto any of the foregoing shallbe throu gh expression of its
opinion to the M etro C ommission and ,where applicable,throu ghexercise of its rights u nd erthe
d ispu te resolu tion provisions of this A greement.

14.6 Rightto M ake O therA greements

N othing in this A greementlimits orrestricts the rightof the C ity orthe
P articipating A gencies to make separate agreements among themselves withou tthe need to
amend this A greement,provid ed thatsu ch agreements are consistent with this A greement.
N othingin this A greementorExhibitF limits orrestricts the rightof the C ityorthe P articipating
A gencies to enterinto separate agreements forthe pu rchase orsale of Repu rified W aterprod u ced
bythe W aterRepu rification System orsharingin C ityW aterUtilityP W C osts.Su chagreements
shallnotaffectthe costallocation and M etro System revenu es d elineated in ExhibitF.

14.7 L imitation of C laims

N otwithstand ing any longer statu te of limitations in State law, for
pu rposes of any claims asserted by the C ity or a P articipating A gency for refu nd s of
overpayments orcollection of u nd ercharges arisingu nd erthis A greement,the parties agree that
su chrefu nd s orcollections shallnotaccru e formore than fou ryears priorto the d ate thatnotice
of su chclaim is received by the C ity oraP articipatingA gency.This also applies to any related
ad ju stments to each P articipating A gency’s share of net M etro System costs or revenu es
resu lting from the resolu tion of su ch claims.The C ity and the P articipating A gencies hereby
waive any applicable statu te of limitations available u nd erState law thatexceed fou ryears. In
no case shallthe limitations period stated in this section begin to accru e u ntilthe d ate thatthe
annu alau d itand year-end ad ju stmentfrom whichthe claim arises are complete.

14.8 C ou nterparts

This A greementmay be execu ted in cou nterparts.This A greementshall
become operative as soon as one cou nterparthereof has been execu ted by each party.The
cou nterparts so execu ted shallconstitu te one A greementnotwithstand ing thatthe signatu res of
allparties d o notappearon the same page.

SIGN A TURES O N FO L L O W IN G P A GES
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IN W ITN ESS W H EREO F,the P arties have ex ecu ted this A mend mentand Restated Regional
W astewaterD isposalA greementas of the d ate firstsetforthabove.

CITY OF CHULA VISTA A pproved as to Form:

N ame: N ame:
Title: Title:

CITY OF CORONADO A pproved as to Form:

N ame: N ame:
Title: Title:

CITY OF DEL MAR A pproved as to Form:

N ame: N ame:
Title: Title:

CITY OF EL CAJON A pproved as to Form:

N ame: N ame:
Title: Title:

CITY OF IMPERIAL BEACH A pproved as to Form:

N ame: N ame:
Title: Title:

CITY OF LA MESA A pproved as to Form:

N ame: N ame:
Title: Title:

LEMON GROVE SANITATION
DISTRICT

A pproved as to Form:

N ame: N ame:
Title: Title:

CITY OF NATIONAL CITY A pproved as to Form:

N ame: N ame:
Title: Title:
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OTAY WATER DISTRICT A pproved as to Form:

N ame: N ame:
Title: Title:

PADRE DAM MUNICIPAL WATER
DISTRICT

A pproved as to Form:

N ame: N ame:
Title: Title:

CITY OF POWAY A pproved as to Form:

N ame: N ame:
Title: Title:

CITY OF SAN DIEGO A pproved as to Form:

N ame: N ame:
Title: Title:

SAN DIEGO COUNTY SANITATION
DISTRICT

A pproved as to Form:

N ame: N ame:
Title: Title:



EX H IB IT A
60409.00001\30914102.13

EXHIBIT A

METRO FACILITIES AS OF 6/27/18

ExistingFacilities

P t.L omaW astewaterTreatmentP lant
P t.L omaO cean O u tfall
P u mpStation #1
P u mpStation #2
Sou thM etro Interceptor
N orthM etro Interceptor
M etro Force M ains 1 & 2
D igested Slu d ge P ipeline
N orthC ityW aterReclamation P lant
M etro B iosolid s C enter(N C W R P lantRelated Facilities)
N orthC ityTu nnelC onnector
N orthC ityRaw Slu d ge P ipeline
C entrate P ipeline
Rose C anyon P arallelTru nkSewer
Second Rose C anyon Tru nkSewer
EastM ission B ayTru nkSewer
M orenaB lvd .Interceptor
Sou thB ayW aterReclamation P lant
D airyM artRoad & B rid ge Rehab
Grove A venu e P u mpStation
Grove A venu e P u mpStation SewerP ipeline
Sou thB ayRaw Slu d ge P ipeline
Sou thB ay L and /O cean O u tfall1

EnvironmentalM onitoring& TechnicalServices L aboratory
C entrate TreatmentFacilityatM etropolitan B iosolid s C enter
M etro O perations C enter(Iv10C )C omplex (based on annu alfacilities allocation)

A d d itionalM etro Facilities

N ote:The below listed facilities cou ld be requ ired as partof the M etro System for
hyd rau lic capacity,good engineeringpractices and /orcompliance withapplicable law,
ru les orregu lations,inclu d ingO P RA ,and the continu ation of the C ity's waiverof
applicable treatmentstand ard s atthe P ointL omaW astewaterTreatmentP lant
(" W aiver" ).

Sou thB aySlu d ge P rocessingFacility

1 The Sou thB ay L and /O cean O u tfallis jointly owned by the InternationalB ou nd ary and W aterC ommission,U.S.
Section (60.06%)and the C ity of San D iego (39.94%). The capacity of the C ity’s portion of the ou tfallas of the
d ate of this A greementis 7 4 M GD average d ry weatherflow,of whichthe M etro System has acapacity rightto 69.2
M GD and the C ity as an exclu sive rightto 4.8 M GD .



EX H IB IT A
60409.00001\30914102.13

Sou thB aySecond aryTreatmentP lant,P hase I(21 M GD )
Sou thB aySecond arySewers,P hase I

N ote:These facilities cou ld be requ ired as partof the M etro System forhyd rau lic
capacity,good engineeringpractices,compliance withO P RA ,and to maintain the C ity's
W aiver.In the eventthathyd rau lic capacityd emand s,orthe obligations of O P RA (orits
su ccessor)orthe terms of the C ity's W aiverchange,these facilities maynotbe requ ired
ormaybe mod ified orsu pplemented ,as appropriate,pu rsu antto the terms of this
A greement.

Sou thB aySecond aryTreatmentP lant,P hase II(28 M GD )
Sou thB aySecond arySewers,P hase II

N ote:These facilities cou ld be ad d ed to the M etro System as partof P hase Iof the P u re
W aterP rogram.

Expansion of N orthC ityW aterReclamation P lant
M orenaP u mpStation



EX H IB IT B
60409.00001\30914102.13

EXHIBIT B

CONTRACT CAPACITIES

A nnu alA verage D aily Flow in M illions of Gallons P erD ay

M etro A gency

O riginal
C ontract
C apacity

A d d itional
C ontract
C apacity

N ew
C ontract
C apacity

Transferred
C ontract
C apacity

Total
C ontract
C apacity

P ercent
of
Total

C hu laV ista 19.8 43 1.021 0.000 0.000 20.8 64 8 .18 2%

C oronad o 3.07 8 0.17 2 0.000 0.000 3.250 1.27 5%

D elM ar 0.8 21 0.055 0.000 0.000 0.8 7 6 0.344%

EastO tay M esa* 0.000 0.000 0.000 1.000 1.000 0.392%

ElC ajon 10.260 0.655 0.000 0.000 10.915 4.28 0%

ImperialB each 3.591 0.164 0.000 0.000 3.7 55 1.47 3%

L aM esa 6.464 0.359 0.000 0.17 0 6.993 2.7 42%

L akesid e-A lpine* 4.58 6 0.255 0.000 0.000 4.8 41 1.8 98 %

L emon Grove 2.8 7 3 0.154 0.000 0.000 3.027 1.18 7 %

N ationalC ity 7 .141 0.346 0.000 0.000 7 .48 7 2.936%

O tay 1.231 0.056 0.000 0.000 1.28 7 0.505%

P ad re D am 6.38 2 0.343 0.000 (0.500) 6.225 2.441%

P oway 5.130 0.264 0.000 0.500 5.8 94 2.312%

SpringV alley/

O tay Ranch*
10.97 8 0.545 0.000 (1.17 0) 10 .353 4.060%

W intergard ens* 1.241 0.068 0.000 0.000 1.309 0.513%

Su btotal 8 3.619 4.459 0.000 0.000 8 8 .0 7 8 34.540%
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M etro
A gency

O riginal
C ontract
C apacity

A d d itional
C ontract
C apacity1

N ew
C ontract
C apacity2

Transferred
C ontract
C apacity3

Total
C ontract
C apacity

P ercent
of

Total

San D iego 156.38 1 10.541 0.000 0.000 166.922 65.460%

Total 240.000 15.000 0.000 0.000 255.000 100.00%

* Ind icates asu b-areaof the San D iego C ou ntySanitation D istrict.

1. A d d itionalC ontractC apacity is capacity allocated pu rsu antto Section 4.3.1 of the A greement.

2. N ew C ontractC apacity is capacity obtained pu rsu antto Section 6 of the A greement.

3. Transferred C ontractC apacity is capacity obtained pu rsu antto Section 4.2 of the A greement.
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EXHIBIT C

ADMINISTRATIVE PROTOCOL ON ALLOCATION OF OPERATING RESERVES
AND DEBT SERVICE COVERAGE TO PARTICIPATING AGENCIES
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EXHIBIT D

NOTICE LISTING

C ityM anager
C ityof C hu laV ista
27 6 Fou rthA venu e
C hu laV ista,C A 91919
P hone:691-5031
Fax:58 5-5612

C ityM anager
C ityof L aM esa
8 130 A llison A venu e
L aM esa,C A 91942
P hone:667 -1101
Fax:462-7 528

C hief O peratingO fficer
C ityof San D iego
202 “C ”Street
San D iego,C A 92101
P hone:236-5949
Fax:236-6067

C ityM anager
C ityof C oronad o
18 25Strand W ay
C oronad o,C A 92113
P hone:522-7 335
Fax:522-7 8 46

C ityM anager
C ityof L emon Grove
3232 M ain Street
L emon Grove,C A 91945
P hone:464-6934
Fax:460-37 16

C hief A d ministrative O fficer
C ou ntyof San D iego
1600 P acific H ighway,Rm.209
San D iego,C A 92101
P hone:531-5250
Fax:557 -4060

C ityM anager
C ityof D elM ar
1050 C amino D elM ar
D elM ar,C A 92014
P hone:7 55-9313ext.25
Fax:7 55-27 94

C ityM anager
C ityof N ationalC ity
1243N ationalC ityB lvd .
N ationalC ity,C A 91950
P hone:336-4240
Fax:336-4327

GeneralM anager
O tayW aterD istrict
2554 SweetwaterSprings B lvd .
SpringV alley,C A 9197 7
P hone:67 0-2210
Fax:67 0-2258

C ityM anager
C ityof ElC ajon
200 C ivic C enterW ay
ElC ajon,C A 92020
P hone:441-17 16
Fax:441-17 7 0

C ityM anager
C ityof P oway
13325C ivic C enterD rive
P oway,C A 92064
P hone:67 9-4200
Fax:67 9-4226

GeneralM anager
P ad re D am M u nicipalW ater
D istrict
9300 FanitaP kwy
Santee,C A 920 7 1
P hone:258 -4610
Fax:258 -47 94

C ityM anager
C ityof ImperialB each
8 25ImperialB eachB lvd .
ImperialB each,C A 91932
P hone:423-8 300 ext.7
Fax:429-97 7 0
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EXHIBIT E

RECLAIMED WATER DISTRIBUTION SYSTEM
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EXHIBIT F

PURE WATER PROGRAM COST ALLOCATION AND REVENUES

A s partof the P u re W ater P rogram,the C ity intend s to mod ify the N orth C ity W ater
Reclamation P lant(aM etro System facility)and expand its capacity to 52 mgd .In ad d ition,the
C ity intend s to constru ct the N orth C ity P u re W ater Facility on a nearby site to prod u ce
Repu rified W ater. This ExhibitF sets forth the costs and revenu es associated with the P u re
W aterP rogram whichare,orare not,attribu table to the M etro System.

I. Costs Excluded from Metro System Costs

A llof the following P u re W aterP rogram costs,inclu d ing C apitalImprovementC osts,
O peration and M aintenance C osts,and otherrelated costs (inclu d ing ad ministration,insu rance,
claims,and overhead )are exclu d ed as M etro System C osts forpu rposes of calcu latingthe annu al
SewerSystem C harge,and shallbe the responsibilityof C ity’s wateru tility (“City Water Utility
PW Costs”),u nless otherwise expressly agreed to pu rsu antto an amend mentto this ExhibitF:

1.1 General Exclusions.

1.1.1 C osts of the W aterRepu rification System and any M etro System facilities
to the extentconstru cted ,mod ified ,expand ed ,oru sed forthe pu rpose of treatingwaterbeyond
second arytreatment(ocean d ischarge stand ard u nd ercu rrentlaw).This shallinclu d e costs for
preliminarytreatment,primarytreatment,and second arytreatmentto the extentsu chcosts are
higherthan theywou ld otherwise be d u e to the prod u ction of Repu rified W ater.

1.1.2 C osts forfail-safe d isposal,if necessary,ford esign capacityforRepu rified
W ater,inclu d ing,bu tnotlimited to,anycosts associated withthe reservation of capacity atthe
P ointL omaW astewaterTreatmentP lant.

1.1.3 C osts forthe d emolition orreplacementof existingM etro System facilities
withsimilarfacilities forthe pu rpose of makingspace available forW aterRepu rification System
facilities.Su chcosts may take into accou ntthe cu rrentassetvalu e ormarketvalu e of the
existingM etro System facility.

1.2 Cost Exclusions Specific to North City Water Reclamation Plant
Improvements.

1.2.1 C osts forincreased aeration tankvolu me to the extentthe new volu me
exceed s the amou ntnecessaryto provid e 52 mgd capacity.D etermination of sizingto provid e
52 mgd capacityshallbe based on the cu rrenttankvolu me necessaryto provid e 30 mgd
capacity.

1.2.2 C osts forthe methanolfeed system.

1.2.3 C osts forbrine d isposal,inclu d ing,bu tnotlimited to,pu mpstations,
pipelines,retreatment,ocean ou tfall,and monitoring.
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1.2.4 C osts forthe u se of existingtertiarywaterfilters forRepu rified W ater
pu rposes.Su chcosts may take into accou ntthe d epreciated valu e of su chfilters,oru se su ch
otherappropriate valu ation method as agreed bythe C ityand au thorized representatives of the
M etro C ommission.(C osts u nd erthis section shallbe reimbu rsed orcred ited byC ity’s water
u tilityto the M etro System.)

II. North City Water Reclamation Plant Improvement Costs Included as Metro System
Costs

N otwithstand ing the above exclu sions,the C ity and the P articipating A gencies have
specifically agreed that the following C apital Improvement C osts and O peration and
M aintenance C osts related to N orth C ity W ater Reclamation P lant improvements shallbe
inclu d ed as M etro System C osts forpu rposes of calcu lating the annu alSewerSystem C harge
(and therefore notqu alify as C ityW aterUtilityP W C osts):

2.1 C osts forchemicallyenhanced primarytreatmentforu pto 52 mgd capacity.

2.2 C osts forprimaryefflu entequ alization foru pto 52 mgd capacity.

2.3 C osts forincreased volu me of aeration tanks thatwillprovid e u pto,bu tnot
exceed ing,52 mgd capacity.D etermination of sizingto provid e 52 mgd capacityshallbe based
on the cu rrenttankvolu me necessaryto provid e 30 mgd capacity.

2.4 C osts to ad d second aryclarifiertanks su fficientforu pto 52 mgd capacity.

2.5 C osts forwastewaterconveyance facilities to provid e wastewaterforreplacement
of centrate flows thatcannotbe treated atthe N orthC ityW aterReclamation P lantd u e to the
prod u ction of Repu rified W ater.

2.6 C osts fortreatmentand conveyance of allretu rn flows (micro-filtration and
tertiarybackwash)based on Flow,C O D ,and SS.

III. Cost Allocation Example

A ttachment1 is an example of the C ity’s P u re W aterP hase IC ostEstimate (based on
60% d esign),and ind icates which costs are C ity W aterUtility P W C osts and which costs are
attribu table to the M etro System.The P arties agree thatA ttachment1 is an illu strative d ocu ment
to assistthe P arties in the fu tu re and is notacomprehensive listof allsu chcosts.If there is any
conflictbetween this ExhibitF and A ttachment1,or if a specific costis notad d ressed in
A ttachment1,this ExhibitF shallcontrol.

IV . Revenue Sharing for Repurified Water

4.1 Background. Initially,the parties anticipate thatthe costperacre footassociated
withthe prod u ction of Repu rified W aterwillbe more expensive than the costperacre footof
u ntreated imported water.H owever,itis anticipated thatRepu rified W aterprod u ced u nd erthe
P u re W aterP rogram willbe less expensive than u ntreated imported watersometime in the
fu tu re.O nce Repu rified W aterprod u ced u nd erthe P u re W aterP rogram becomes less expensive
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than the costof u ntreated imported water,the parties agree thatthere willbe revenu e from the
P u re W aterP rogram.

4.2 Calculation. Revenu e sharingshalloccu rin eachfiscalyeard u ringwhichthe
annu alcostperacre footassociated withthe prod u ction of Repu rified W ateris less than the cost
of u ntreated waterperacre footfrom the San D iego C ou ntyW aterA u thority(“CWA”).The
annu alcostd ifference shallbe known as “Repurified Water Revenue.”Repu rified W ater
Revenu e shallbe d etermined as follows:

A ttachment2 is an example of abillfrom C W A showingwhichfixed and variable costs
foru ntreated waterwillbe u sed ford eterminingRepu rified W aterRevenu e and the amou ntof
waterd elivered in abillingperiod .The P arties agree thatA ttachment2 shallbe referred to by
the P arties in the fu tu re in d etermininghow costs forwaterd elivered atM iramarReservoirare
calcu lated .If no u ntreated wateris d elivered atM iramarReservoirin agiven year,then the
closestpointof d elivery of u ntreated waterto the C ityshallbe u sed .

A ttachment3is asample calcu lation of Repu rified W aterRevenu e.

The C ity shallestimate whetherthere willbe Repu rified W aterRevenu e in the u pcoming
fiscalyear prior to Janu ary 15 of each year,and the estimated amou ntof Repu rified W ater
Revenu e shallbe effective on Ju ly1 of the u pcomingfiscalyear.

4.3 Revenue Sharing. Repu rified W aterRevenu e shallinitiallybe shared based on
the relative actu alC apitalImprovementC osts forthe P u re W aterP rogram contribu ted byC ity’s
W aterUtilityand the M etro System.Su chC apitalImprovementC ostcontribu tions are cu rrently
estimated as (61% C ity W aterUtilityand 39% M etro System)u ntilthe d ebtattribu table to the
M etro System is fu llypaid .

A nnu al cost per acre foot of C W A u ntreated water
pu rchased by the C ity for d elivery atM iramar Reservoir(which
shallbe d etermined based on the totalof certain fixed and variable
costs for water actu ally billed to the C ity by C W A for water
d elivered atM iramar Reservoir in a fiscalyear,d ivid ed by the
nu mberof acre-feetof C W A waterd elivered atM iramarReservoir
thatyear)

less

A nnu alcostperacre footof C ity W aterUtility P W C osts
(which shallbe d etermined based on totalannu alC ity W ater
Utility P W C osts d ivid ed by the nu mberof acre-feetof Repu rified
W ateractu allyprod u ced in thatyear)

multiplied by

The nu mberof acre feetof Repu rified W aterprod u ced by
P u re W aterP rogram facilities d u ringthe applicable fiscalyear.
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Followingfu llpaymentof d ebtattribu table to the M etro System,Repu rified W ater
Revenu e shallbe shared based on the relative actu alO peration and M aintenance C osts forP u re
W aterP rogram facilities contribu ted byC ity’s W aterUtilityand the M etro System,calcu lated
annu ally.Su chO peration and M aintenance C osts are cu rrentlyestimated as (7 6% C ityW ater
Utilityand 24% M etro System)on an annu albasis.

4.4 Year-End Adjustment. A tthe end of each fiscalyear d u ring which there is
Repu rified W ater Revenu e,the C ity shalld etermine the actu alcostper acre footof C W A
u ntreated waterpu rchased by the C ity,the actu alcostperacre footof C ity W aterUtility P W
costs,and the actu alamou ntof Repu rified W aterprod u ced atP u re W aterP rogram facilities.

B ased on the actu alcost and prod u ction information,the C ity willrecalcu late the
Repu rified W aterRevenu e forthe priorfiscalyear. The C ity willcred itany fu tu re charges or
billforany ad d itionalamou nts d u e the qu arterafterthe prioryearcosts have been au d ited .

4.5 Change in Potable Reuse Method. The parties acknowled ge thatthe P u re W ater
P rogram willinitially u se the su rface waterau gmentation method of potable reu se. The u se of
C W A u ntreated watercosts in calcu latingRepu rified W aterRevenu e is intend ed to provid e an
appropriate pointof comparison to costs forprod u cingRepu rified W aterthatwillbe introd u ced
into su rface water. The parties agree thatif the C ity implements d irectpotable reu se (in which
Repu rified W ateris introd u ced d irectly into awatersu pply pipeline orfacility),the parties shall
meetand negotiate in good faith regard ing an amend mentto this ExhibitF to appropriately
u pd ate the formu laforRepu rified W aterRevenu e.

V . Capital Expense Rate

5.1 Background. The P ointL omaW astewaterTreatmentP lantoperates u nd era
N ationalP ollu tantD ischarge Elimination System (“N P D ES”)permitmod ified u nd ersection
301(h)& (j)(5)of the C lean W aterA ct.If su chmod ified permitwere everrevoked ornot
renewed ,the parties agree that,u nd ercu rrentlaw,the C itywou ld have an obligation to u pgrad e
the P ointL omaW TP to second arytreatment.The parties fu rtheragree that$1.8 billion is afair
and comprehensive estimation of the costs thatcou ld be incu rred bythe M etro System to meet
the legalrequ irements related to the M etro System u nd ercu rrentlaw.

Therefore,the parties agree that$1.8 billion represents the maximu m amou ntof C apital
ImprovementC osts thatthe M etro System shou ld be obligated to contribu te to the P u re W ater
P rogram,the pu rpose of whichis notsolelythe d isposalof wastewater,bu talso the prod u ction
of Repu rified W ater.The parties agree thatthis $1.8 billion maximu m contribu tion shou ld apply
whetherornotthe P ointL omaW TP is actu allyu pgrad ed to second arytreatmentto meetlegal
requ irements in the fu tu re becau se,as of the d ate of the A greement,the parties have the option of
u pgrad ingthe P ointL omaW TP to fu llsecond ary treatmentforthe costof approximately$1.8
billion.

In lightof the above,the parties have agreed thatif M etro System costs related to the
P u re W aterP rogram exceed the $1.8 billion,C ity’s W aterUtilitywillpay acharge foreachacre
footof second arytreated efflu entprod u ced byM etro System facilities and u sed forthe
prod u ction of Repu rified W ater.
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5.2 Capital Expense Rate. Und erthe circu mstances d escribed below,C ity’s W ater
Utilityshallpay acharge (“Capital Expense Rate”)foreachacre-footof second arytreated
efflu entprod u ced byM etro System facilities and u sed forthe prod u ction of Repu rified W ater.
C ity’s W aterUtilityshallpaythe C apitalExpense Rate if the followingcosts alone,orin
combination,exceed $1.8 billion (whichamou ntshallbe ad ju sted forinflation):

(a) the su m of allC apitalImprovementC osts and associated d ebtattribu table
to the M etro System components of the P u re W aterP rogram u nd erthis ExhibitF;and /or

(b) the su m of allC apitalImprovementC osts and associated d ebtforthe fu ll
orpartialu pgrad ingof the P ointL omaW astewaterTreatmentP lantto second arytreatment.

N otwithstand ingthe above,the C apitalExpense Rate shallnotapply if the P ointL oma
W TP is actu ally u pgrad ed to second ary treatment(orbeyond )d u e to:(a)achange in fed eralor
state statu tory law making itnecessary to u pgrad e the P ointL omaW TP to comply with su ch
new d ischarge stand ard ;or (b) a final d ecision by a state or fed eral cou rt or a fed eral
ad ministrative agency of competentju risd iction thatan N P D ES permitmod ified u nd ersection
301(h)& (j)(5)of the C lean W aterA ctis thereby revoked ord enied renewald u e to afind ingthat
the d ischarge from the P oint L oma W TP violates anti-d egrad ation ru les or regu lations
promu lgated u nd ersection 403of the C lean W aterA ct.

5.3 Calculation of Capital Expense Rate. The amou ntperacre-footof the C apital
Expense Rate shallbe d etermined as follows:

The C ity shallestimate whetherthe C apitalExpense Rate shallapply to the u pcoming
fiscalyear(and its amou nt)priorto Janu ary 15 of each year,and the estimated amou ntof the
C apitalExpense Rate shallbe effective on Ju ly1 of the u pcomingfiscalyear.

The su m of allC apitalImprovementC osts and associated
d ebtattribu table to (i)the M etro System components of the P u re
W aterP rogram u nd erthis ExhibitF and (ii)u pgrad ingof the P oint
L omaW TP to second ary treatment(if any)

less

$1.8 billion,as ad ju sted forinflation eachJu ly 1 (startingon Ju ly
1,2019)to reflectthe annu alpercentage change in the Engineering
N ews Record –L os A ngeles constru ction costind ex

multiplied by

1.42 (which estimates the total interest on a 30-year State
RevolvingFu nd loan withan interestrate of 2.5%)

and divided by

The totalnu mberof acre feetperyearof second ary treated efflu ent
thatis expected to be prod u ced by M etro System facilities forthe
prod u ction of Repu rified W ateroveraperiod of thirty(30)years.
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Forpu rposes of this A rticle V of ExhibitF,C apitalImprovementC osts and associated
d ebtshallinclu d e su ch costs incu rred by the M etro System prior to the effective d ate of the
A greement.

5.4 Year-End Adjustment

A tthe end of each fiscalyeard u ring which the C apitalExpense Rate applies,the C ity
shalld etermine the actu alC apitalImprovementC osts and associated d ebtattribu table to the
M etro System components of the P u re W aterP rogram u nd erthis ExhibitF and any u pgrad ingof
the P ointL omaW TP to second ary treatment,the then-applicable interestamou ntforou tstand ing
loans for the M etro System components of the P u re W ater P rogram and P ointL oma W TP
u pgrad es,and the actu alamou nt of second ary treated efflu ent prod u ced by M etro System
facilities and u sed forthe prod u ction of Repu rified W ater.

B ased on the actu alcost,interest,and efflu entinformation,the C ity willrecalcu late the
C apitalExpense Rate forthe priorfiscalyear.The C ity willcred itany fu tu re charges orbillfor
any ad d itionalamou nts d u e the qu arterafterthe prioryearcosts have been au d ited .

5.5 Duration; Expiration

The d u ration and expiration of the C apitalExpense Rate is setforthin Section 13.4 of the
A greement.
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A TTA C H M EN T 1 –P URE W A TER P H A SE IC O ST ESTIM A TE

N ote:The above estimates are based on 60% d esign of P hase Iof the P u re W aterP rogram.



8

A TTA C H M EN T 2 –SA M P L E C W A B IL L
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A TTA C H M EN T 3–SA M P L E C A L C UL A TIO N O F REP URIFIED W A TER
REV EN UE

60409.00001\30398 144.14



1 2 3 4 5 6 7 8 9 10 11 12

Flow %

Chula Vista 18.33 0 18.33 11.141% 701.947 107377.684 11.445% 250.011 38244.530 11.208% 11.233%

Coronado 1.9 0 1.9 1.155% 587.457 9314.884 0.993% 241.493 3829.176 1.122% 1.106%

Del Mar 0.031 0 0.031 0.019% 542.195 140.270 0.015% 305.112 78.935 0.023% 0.019%

East Otay Mesa (County)¹ 1.788 0 1.788 1.087% 621.049 9267.041 0.988% 240.016 3581.421 1.050% 1.052%

El Cajon 7.8 0 7.8 4.741% 642.887 41848.202 4.461% 254.340 16556.068 4.852% 4.703%

Imperial Beach 2.473 0 2.473 1.503% 540.757 11160.249 1.190% 205.193 4234.820 1.241% 1.355%

La Mesa 5.03 0 5.03 3.057% 523.099 21958.348 2.341% 197.537 8292.107 2.430% 2.711%

Lakeside/Alpine (County)¹ 4.619 4.30 0.319 0.194% 640.852 1706.066 0.182% 251.056 668.358 0.196% 0.192%

Lemon Grove 2.4 0 2.4 1.459% 593.836 11893.920 1.268% 203.567 4077.236 1.195% 1.340%

National City 4.65 0 4.65 2.826% 685.192 26589.642 2.834% 219.881 8532.740 2.501% 2.739%

Otay Water District 0.38 0 0.38 0.231% 1442.632 4574.952 0.488% 818.053 2594.253 0.760% 0.439%

Padre Dam 2.486 2.314 0.172 0.105% 926.812 1330.356 0.142% 445.910 640.063 0.188% 0.136%

Poway 3.101 0 3.101 1.885% 563.551 14584.185 1.555% 243.460 6300.522 1.846% 1.794%

Spring Valley (County)² 6.231 0 6.231 3.787% 597.292 31059.332 3.311% 235.079 12224.151 3.582% 3.615%

Wintergardens (County)¹ 0.979 0.91 0.069 0.042% 613.656 353.363 0.038% 254.082 146.309 0.043% 0.041%

San Diego 109.855 0 109.855 66.769% 703.556 645009.168 68.752% 252.229 231239.253 67.764% 67.525%

Total 172.053 7.524 164.529 100% 10926.768 938167.663 100% 4617.019 341239.942 100% 100%

¹ Subareas of the San Diego County Sanitation District

² Includes Otay Ranch (0.87 mgd) and Spring Valley (5.361 mgd).  Flow from Otay Ranch that would flow to Metro through Chula Vista  pipelines.

³ These fractions used to calculate the melded percentage: (Based on 5 year average and not subject to change except by agreement of the parties.)

FLOW  SS COD

0.482 0.275 0.243

Exhibit G

Percent SS 

Contributed

Pure Water 

Capital Melded 

Percentage³

COD Applied to 

2050 Flows 

(mg/l)

SS Applied to 

2050 Flows 

(mg/l)

COD Applied to 

2050 Flows 

(lb/day)

SS Applied to 

2050 Flows 

(lb/day)

Percent COD 

Contributed
Agency

Estimated 

Average Daily 

Flow (MGD)

Net Offload For 

Padre Dam 

Project (MGD)

Projected Metro Flow 2050 

(MGD)

Pure Water Capital Billing Table
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