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California

DESAL PROJECTS COULD GET A PARTNER

West Basin Municipal Water District’s board has invited
the Metropolitan Water District of Southern California
(MWD) to consider becoming part of its proposed scawater
desalination plant project. The proposed full-scale plant,
for which West Basin has been conducting a pilot study
since 2002, is now in the process of moving towards a
demonstration phase with the September commissioning of
a 0.1 MGD (378 m*/d) SWRO demonstration plant.

Under the preliminary proposal offered to MWD, West
Basin said that it would require 20 MGD for its customers,
but could increase the project size to as much as 100 MGD
(378,500 m*/d) to take advantage of economies of scale.

Although there have not yet been any discussions or
negotiations between the partiecs, MWD is understood to
be interested in the deal and its Desalination and Reuse
Committee is expected to take the matter under consideration
during its June meecting, during which the extent of
participation will be considered.

Rich Nagel, West Basin’s general manager. told WDR,
“We are ecxcited about the potential opportunity to
partner with Metropolitan Water District in a full-scale
ocean water desalination project where we bring many
vears of desalination membrane operating experience.
This partnership opportunity could provide tremendous
cconomies of scale for both West Basin and MWD.”

West Basin continues work on a demonstration plant with
an emphasis on identifying and implementing appropriate
intake technologics to maximize marine life protection.

The demonstration plant is expected to operate for 24
months to evaluate pretreatment and intake alternatives in
addition to monitoring potential environmental impacts. The
demonstration program will also include a water education
center and a full-scale project could be completed by 2014,

Overheard: MWD’s interest in secawalter desal may not be
limited to West Basin’s project. WDR has learned that it may
also consider acquiring a stake in Poseidon’s proposed 50
MGD project at Huntington Beach. In the past, some MWD
directors have showed little restraint in expressing antipathy
for the private sector’s development of desal projects and
have questioned the need to offer an incentive for new
projects. But now that the private sector has done much
of the development work, such an acquisition could be the
quickest way for MWD to get into the desal business.
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California

BOND ISSUANCE EXTENSION SOUGHT

A vote to re-allocate $530 million in tax-exempt private
activity bonds (PAB) for Poscidon’s $646 million Carlsbad
desalination project will be re-scheduled. California’s
Infrastructure and Economic Development Bank (I-Bank) -
a conduit agency that approves issuance of the bonds — had
to delay a vote scheduled for next week, because the water
purchase agreements (WPA) between Poseidon and the nine
local water agencies had not yet been approved by the San
Dicgo County Water Authority (SDCWA).

In Januarv, Poseidon received approval to finance the 50
MGD (189,250 m*/d) SWRO project using tax-exempt debt
allocated by the California Debt Limit Allocation Committee
(CDLAC). The County had hoped to finalize its approvals
at this week's board meeting. However, the agreements are
currently being updated to clarify final design, financing
and operational details that have evolved since the original
signing. The re-negotiated agreements are now planned for
presentation to SDCWA for approval at a special June board
meeting, followed by a June or July approval vote at [-Bank.

The nine WPAs must be amended to reflect the latest project
details and business arrangements, including a conveyance
and exchange agreement and a facility connection agreement.
MWD also requires that language from its incentive
agreement be incorporated in the WPAs.

Because of the complexity of the agreements involved, the
County said that it needed additional time to fully analyze
the issues associated with each. Since the City of Carlsbad
is the only one of the nine agencies to have conditionally
approved the revised WPA, and Poseidon has not yet
finalized its key financial documents, Poseidon has indicated
that it will request an additional extension from CDLAC for
the bond issuance.

That extension will allow SDCWA stall, the agencies and
Poseidon to continue to deal with the issues in the agreements,
including alternatives that address the risk that MWD could
terminate a $250/AF ($0.20/m?) funding incentive.

Poseidon is also said to be finalizing key financial documents
and engineering reports, secking commitments for equity
investors to fund 25 percent of the project’s capital cost, and
trying 1o secure ratings from Moody’s and from Fitch.

NO WDR NEXT WEEK — WDR will return on 7 June.
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