EXHIBIT 20-N
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This limitation may be significant. A finding of Material Injury could impair the function and
productivity of the Sand City Desalination Fac111ty The concept draft ordinance does not address
this issue.

B. The Project May Not Stay Municipally Owned or Operational

Fmdmg 6 recites, “The PI‘OJeCt 1ncludes the construction of a mumclpally owned desalination

in the ordinance to maintain the facility in municipal ownership or to keep it operational. In fact,
the City’s Application states the Cal-Am System supplies emergency water in case of system
failure (Application Answer to Question 12, page 2).

Ordinance 109 imposed a continuing obligation on that Project sponsor to keep the facility
operational and defined obligations if an emergency were to exist. The concept draft ordinance
does not include parallel provisions. Without a reciprocal obligation, Sand City would receive a
guaranteed Water Entitlement to 206 acre-feet per year (AFY) to 2082 but not be required to
maintain the facility. The draft ordinance does not include a description of the prOJect life
expectancy or its actual cost.

C. Percent of Entitlement for Project Sponsor

L : Finding 10 recites that total production capacitv for the nroiect is 300 AFA_ and from this
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. F. Location of Desalinated Water Use

It should be noted that Sand City represented to the State Water Resources Control Board .
(SWRCB) that the 300 AFY purchased by CAW “will then reduce pumping from the Carmel
River by a like amount” at least temporarily. Finding 18 states diversions will be reduced from
the Carmel River and the Seaside Groundwater Basin to reduce “CAW’s current reliance on its
existing sources of water supply.” It continues with, “The Project will provide an immediate
benefit to the environment by allowing a 300 acre-foot per Water Year reduction of demand on
existing sources of water supply for the CAW System at the time the Project becomes
operational.” _The extent to which project water shall address Seaside Basin overdraft or Carmel
AN figne shauld be clgsificd

G. Accounting for 94 AF

Finding 18 states the Project provides “permanent reduction of 94 acre-feet of water which is
equal to the amount of water supplied to the Sand City Sites by the CAW System during the most
recent completed Water Year.” There does not appear to be any accounting for the “94 acre-feet
of water” from a system perspective. It is unclear how the water currently used by the City is
proposed to be “permanently reduced.”

IL. Section Two: Purpose

A. Purpose
From the District’s perspective, a key reason to support the Sand City Desalination Facility is
that the project shall cause a temporary increase CAW’s water supply and allow Carmel River

and Seaside Basin extractions to be reduced.

C. Sale of Water Entitlement for Valuable Consideration

The concept ordinance allows Sand City to convey its entitlement “for valuable consideration”
without limitation. The original Pebble Beach agreement afforded each Fiscal Sponsor a specific
Water Entitlement in return for accepting the obligation to underwrite that project. The second
Pebble Beach agreement authorized the Pebble Beach Company to sell a portion of its Water
Entitlement to pay for costs to expand the project. Limits were placed on the quantity of
entitlement that could be sold and the time period during which the entitlement could be sold.
Capital costs associated with that project were known. This ordinance does not include those
ingis the nnalan oo

It is suggested that the Board may wish to determine the cost of the desalinated water made
available to CAW. as compared to existing sources. For the CAWD/PBCSD project, project
costs that exceed CAW’s cost of Potable water are paid by the project sponsor. ‘

III. Section Three: Creation of the Water Entitlement (Add Rule 23.6)

The concept ordinance establishes a 75-vear life for the Sand Citv Water Entitlement (until
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to Victoria A. Whitney, SWRCB, dated December 12, 2005 that characterizes the project. Cal-
Am’s Jetter indicated water created by the desalination facility “will be made available for use in
- the Sand City Redevelopment Area only over the remaining life of the Redevelopment Plan
(approximately 25 years).” As drafted, the entitlement is to last for 75 years but be used for
development expectations within 25 years. This apparent inconsistency should be reconciled in
the draft ordinance :

Section A provides that 300 AFA of potable water is to go to California American Water “for so
long as the Sand City Water Entitlement continues”. This period is defined as extending to
December 31, 2082. In contrast, the CAWD/PBCSD reclamation project Water Entitlement
requires the fiscal sponsor to pay all capital costs, operating deficiencies, differential costs and
maintain other financial guarantees for the life of that project. The concept draft does not place a
similar obligation upon Sand City.

Conclusion

The Board should provide policy direction to resolve the substantive issues identified above in
order to set this matter for enactment.

David C. Laredo
General Counsel
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