GOVERNANCE COMMITTEE
FOR THE

MONTEREY PENINSULA WATER SUPPLY PROJECT

California American Water ® Monterey County Board of Supervisors
Monterey Peninsula Regional Water Authority ® Monterey Peninsula Water Management District

Call to Order:

Members Present:

Members Absent:

Pledge of Allegiance:

Public Comments:

Agenda Iltems

FINAL MINUTES
Regular Meeting
Governance Committee
for the
Monterey Peninsula Water Supply Project
June 19, 2013

The meeting was called to order at 10:05 am in the conference room of the
Monterey Peninsula Water Management District offices.

Jeanne Byrne, representing Monterey Peninsula Water Management District
(alternate to Robert S. Brower, Sr.)

Jason Burnett, Chair, representing Monterey Peninsula Regional Water
Authority (JPA)

David Potter, representing Monterey County Board of Supervisors

Rich Svindland, representing California American Water (Cal Am) (alternate to
Robert MacLean)

Robert MacLean, representing California American Water
Robert S. Brower, Sr., Vice Chair, representing Monterey Peninsula Water
Management District

The assembly recited the Pledge of Allegiance.

(1) Burnett read a comment from Libby Downey that was submitted by
email on June 3, 2013 stating that an experienced design/build from out
of town would be preferable to a local inexperienced firm. (2) Tom
Rowley, representing the Monterey Peninsula Taxpayers Association,
stated emphatically that the Association never supported the Water
Management District’s Ordinance No. 152 that established the Water
Supply Charge.

The Chair received public comment on each agenda item.

1. Adopt Minutes of May 17 and May 28, 2013 Committee Meetings
On a motion by Byrne and second of Potter, the minutes were approved on a vote of 3
— 0 by Byrne, Potter and Burnett.
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2. Update from California American Water on Procurement of Desalination Project
Design/Build Firm
Svindland stated that on June 18, 2013, a request for proposals was distributed to five firms.
The responses should be available by September 17, 2013. Svindland also reviewed Cal-Am’s
response to the Governance Committee’s seven recommendations on the request for
proposals dated May 28, 2013 and responded to questions from the committee. Svindland
agreed to submit a written response to the seven recommendations, with an emphasis on item
7 (see Attachment 1). He also noted that 57 comments were received from SPI, and Cal-Am
agreed with 46 of them. An example of a comment that Cal-Am disagrees with relates to
pretreatment. Cal-Am will develop some costs for pretreatment and then decide if it will be
needed, until then it remains in the RFP. The next step is for Cal-Am to conduct one-on-one
meetings with the technical and legal design build teams to determine if they have issues to be
addressed. If a majority of the teams express concern about a component of the RFP, Cal-Am
could consider modifications. Svindland stated that Cal-Am has not yet made a decision as to
the date for issuing a notice to proceed. They would prefer to complete the EIR before the
notice to proceed, but believe it may not differ much from the previous EIR. Cal-Am must also
consider when the test well data will be available.

Public Comment: (a) Nelson Vega noted that funding the project through use of state
revolving funds will establish a requirement to pay the prevailing wage, which could increase
labor costs by 20 to 25 percent. He asked if an analysis has been developed to determine if the
reduction in cost to the ratepayer by receipt of state revolving funds offsets the cost to pay
prevailing wages. He also stated that the desalination project is sized to produce 9.6 million
gallons of water per day. He asked if the groundwater replenishment project were to be
constructed, would it be possible to decommission a portion of the desalination plant? Then in
the future, when additional water is needed, could the desalination plant be expanded? And if
so, what would be the cost to decommission a portion of the plant and to then expand it again.
Chair Burnett responded that the topic would be covered under agenda item 3. (b) Tom
Rowley, Monterey Peninsula Taxpayers Association, stated that the increase in cost for
pretreatment will be so significant that a decision on that issue should be made at the
beginning of the process. Svindland responded that the project will be designed to be scaleable.

3. Review Outcome of June 12, 2013 Public Utilities Commission Workshop on
Groundwater Replenishment and Provide Direction
Burnett stated that at the Governance Committee’s request, the California Public Utilities
Commission (CPUC) conducted a workshop to consider criteria for making a decision on the
appropriate size for the desalination project: either 6.4 MGD with groundwater replenishment
or a 9.6 mgd without groundwater replenishment. The CPUC has expressed concern that
issuance of a Tier 2 Advice Letter regarding the Governance Committee’s recommendation is
insufficient, and that if that path is followed, the criteria for sizing the project must be
objective and easily checked off a list as complete before issuance of the Certificate of Public
Convenience (CPCN). Burnett referenced a list of criteria that was reviewed at the June 12,
2013 meeting of the Monterey Peninsula Regional Water Authority, and was also distributed at
the June 13, 2013 Governance Committee meeting. The Tier 2 Advice Letter has a 30 day
processing period that is part of the project timeline. However, it could be appealed, which
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would signal preparation of a Tier 3 Advice letter, a much longer process that would delay the
GWR project and also the associated desalination project. If a Tier 1 filing can be accomplished
by including a list of purely objective criteria that can be checked off as complete, that Tier 1
letter cannot be appealed. A decision must be made as to what is appropriate — filing a Tier 1
or Tier 2 letter. Burnett suggested that the parties are looking at which of the criteria could be
resolved before the record closes on the CPCN, such as monetization of externalities, debt
equivalency and water purchase agreement.

Public Comment: (a) Nelson Vega asked for clarification of his understanding that the concern
is that if a party appeals the Tier 2 filing, a Tier 3 filing would be required which would delay
approval of the GWR project. However the goal is to receive approval of the GWR project
before the record closes on issuance of the CPCN on the desalination project. He stated that if
Cal-Am had to build the 9.6 mgd plant, another entity would not be prevented from
constructing the GWR project later when approvals are obtained. Burnett responded that if
some issues could be resolved prior to issuance of the CPCN, the Tier 1, 2 or 3 process could be
avoided. (b) Tom Rowley, Monterey Peninsula Taxpayers Association, expressed a concern
about the threat of water rationing due to the potential for delays in desalination project
approval. He said that the costs and impacts of delays are a concern to ratepayers and

taxpayers.

4, Discussion of Items to be Placed on Future Agendas
Add a discussion of the merits and cost of video recording the Governance Committee
meetings.

Adjournment

The meeting was adjourned at 11:05 am.

U:\Arlene\word\2013\GovernanceCommittee\Minutes\FINAL20130619.docx
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CALIFORNIA

AMERICAN WATER
MONTEREY PENINSULA WATER SUPPLY PROJECT
GOVERNANCE COMMITTEE
TO: Jason Burnett, Chair, MPWSP Governance Committee

FROM: Richard Svindland, VP - Engineering, California American Water
DATE: June 28,2013

RE: Response to Recommendations from Monterey Peninsula Water Supply
Project Governance Committee — Draft Desalination Infrastructure
Request for Proposals and Draft Design-Build Contract

As discussed at the June 19, 2013 Monterey Peninsula Water Supply Project Governance
Committee (“Governance Committee”) meeting, this memorandum will confirm the
decisions made by California American Water with respect to the six recommendations
included in the Governance Committee’s May 28, 2013 correspondence. As explained in
detail below, California American Water followed all six of the Governance Committee’s
recommendations by revising language in the Request for Proposals (“RFP””) and draft
design-build contract (“DB contract”) and by carefully considering revising terms in the
DB contract related to the schedule for acceptance.

Background

On May 20, 2013, California American Water submitted to you Notification #2 pursuant
to, and in compliance with, Section V.B. of the Agreement to Form the Monterey
Peninsula Water Supply Project Governance Committee (the “Agreement”), dated March
8, 2013, entered into by and among the Monterey Peninsula Regional Water Authority
(“MPRWA”), the Monterey Peninsula Water Management District (“MPWMD”), the
County of Monterey (“County”), and California-American Water Company (“Cal-Am”).
Capitalized terms used but not defined herein shall have the meaning set forth in the
Agreement.

As described in Notification #2, pursuant to Section V.D., Category B.l., of the
Agreement, the Governance Committee may recommend qualifications and selection
criteria to be included in the RFP relating to the procurement of a Contract. Additionally,
pursuant to Section V.D., Category C.2., of the Agreement, prior to Cal-Am’s
commencement of negotiations with a selected contractor relating to a Contract, the



arlene
Typewritten Text
Attachment 1 to 6/19/13 Governance Committee Minutes

arlene
Typewritten Text

arlene
Typewritten Text


Governance Committee may review and issue recommendations concerning contract
terms relating to such Contract. Section V.A of the Agreement provides: (1) if Cal-Am
chooses not to follow a recommendation of the Governance Committee under Category
B, Cal-Am must provide a written explanation of its reasons for the decision; and (2) if
Cal-Am chooses not to follow a recommendation under Category C, Cal-Am need not
issue a written explanation for its decision.

Responses to Recommendations

The Governance Committee’s recommendations and Cal-Am’s corresponding responses
are set forth in detail below. In summary, Cal-Am followed all of the Governance
Committee’s  recommendations. With respect to Governance Committee
Recommendation 7, Cal-Am carefully considered, but did not incorporate, revisions to
the terms of the DB contract relating to the schedule for acceptance.

Governance Committee Recommendation 1:

The request for proposals (RFP) continue to require detailed bids for the base-case design
in order to facilitate the comparison of bids but should do more to encourage creativity in
development of alternative designs that may save money and/or increase value.
Alternative designs should require same level of detail as the base-case design and meet
or exceed same performance standards.

Cal-Am Response:

This recommendation was followed. RFP Section 2.9.1 was revised, Section 4.4.3.M was
added, and Proposal Form 13D was revised, to include the following language:

Revised Section 2.9.1: Proposers are encouraged to submit voluntary alternative
proposals for each element of the Project that reduce life cycle cost or improve operations
which deviate from the Design and Construction Requirements set forth in Appendix 2 of
the draft DB Agreement (“Voluntary Alternative Proposals”). Each such Voluntary
Alternative Proposal shall include detail sufficient for CAW to evaluate each element of
the Voluntary Alternative Proposals individually including price impact and anticipated
effect on operation and maintenance costs, comparison of its advantages and
disadvantages to the Base Project, and contact information to allow CAW to perform
diligence where such alternative has been implemented.

New Section 4.4.3.M: Proposers are encouraged to provide Voluntary Alternative
Proposals that reduce life cycle cost or improve operation which deviate from the Design
and Construction Requirements set forth in Appendix 2 of the draft DB Agreement.
Proposers shall identify whether the Voluntary Alternative Proposal is for a Project with
Rated Capacity of 9.6 mgd, 6.4 mgd, or both. Voluntary Alternative Proposals shall be
numbered to correspond with the pricing information provided on Proposal Form 13D
and shall clearly indicate how all provided documents correspond to the pricing
information provided on Proposal Form 13D. Proposers shall include any changes to the




Preliminary Project Schedule, Scheduled Construction Date, and Scheduled Acceptance
Date identified on Proposal Form 12, if any, and any changes to the plan for performance
of the Design-Build Work identified in subsection I above, if any, for any Voluntary
Alternative Proposals.

These Voluntary Alternative Proposals are to be independent of one another. For each
Voluntary Alternative Proposal, the Proposer must provide similar comprehensive
detailed information to that which is required for the Base Proposal so that the Voluntary
Alternative Proposal can be effectively evaluated and compared against the Base
Proposals and other Voluntary Alternative Proposals received. All Voluntary Alternative
Proposals must meet the Acceptance Standards and Requirements set forth in Appendix 7
of the DB Agreement. Voluntary Alternative Proposals that consist of only general
concepts or marketing materials will not be considered. CAW may elect to choose any or
all such Voluntary Alternative Proposals at its sole discretion.

Revised Proposal Form 13D: see attached.

Governance Committee Recommendation 2:
The RFP should state that all workers will be paid, at least, the prevailing wage.
Cal-Am Response:

This recommendation was followed. Section 2.13 of the RFP and Section 3.11(E) of the
DB contract were revised to include the following language:

Revised Section 2.13: CAW has the responsibility for financing the Project. CAW
anticipates that a portion of the funding will come from the State’s revolving loan
program. Prevailing wages must be paid on projects receiving such funding. Proposers,
therefore, will be required to pay prevailing wages.

Revised Section 3.11(E): The Design-Builder shall pay prevailing wage rates. The
general prevailing wage rates for the Design-Build Work are available on the California
Department of Industrial Relations’ website at http://www.dir.ca.gov, copies of which are
on file at the offices of Owner and are available to the Design-Builder or any interested
party upon request. Pursuant to Public Resources Code section 75075 and Labor Code
section 1771.5(b), the Design-Build Work is subject to a statutory requirement to adopt
and enforce a labor compliance program for the monitoring and enforcement of
prevailing wage requirements. The Design-Builder shall, at no additional cost to Owner,
comply with labor compliance program requirements. The Design-Builder is responsible
for all failures by Subcontractors to comply with labor compliance program requirements.
Pursuant to section 1773 of the California Labor Code, the general prevailing wage rates
in the county in which the Design-Build Work is to be done have been determined by the
Director of the California Department of Industrial Relations.




Governance Committee Recommendation 3:

The Governance Committee supports inclusion of a goal for local hiring. California
American Water (Cal-Am) shall review the County of Monterey ordinance that specifies
local hires and consider inclusion of that or similar language in the RFP. The bidder’s
local utilization plan should be a factor in the 40% technical evaluation criteria.

Cal-Am Response:

This recommendation was followed. Section 2.12 of the RFP and Section 11.12(E) of the
DB contract were revised to include the following language:

Revised Section 2.12: Proposers must prepare and submit a local resources utilization and
reporting plan (“Local Resources Utilization Plan™) as part of its response to this RFP.
The Local Resources Utilization Plan is a written commitment to contract with local
contractors, subcontractors, sub-consultants, vendors, suppliers, and labor forces. The DB
Entity will be required to make a good faith effort to employ qualified individuals who
are, and have been for at least one year out of the three years prior to the opening of
Proposals, residents of Monterey County, San Benito County, or Santa Cruz County in
sufficient numbers so that no less than fifty percent (50%) of the DB Entity’s total
construction work force, including any Subcontractor work force (with exception of
specialty subcontractor items), measured in labor work hours, is comprised of residents of
such counties.

Revised Section 11.12(E): The Owner acknowledges the benefit that the local
community receives through utilization of local contractors, laborers, and suppliers. The
Design-Builder has submitted a local resources utilization plan which is included in
Appendix 17 (Local Resources Utilization Plan). The Design-Builder will make a good
faith effort to employ qualified individuals who are, and have been for at least one year
out of the three years prior to the opening of Proposals, residents of Monterey County,
San Benito County, or Santa Cruz County in sufficient numbers so that no less than
percent [Note: percent to be proposed by Design-Builder and shall not be less than 50%]
of the Design-Builder’s total construction work force, including any Subcontractor work
force (with exception of specialty subcontractor items), measured in labor work hours, is
comprised of residents of such counties. The Design-Builder must monitor and report the
continued implementation of the local resources utilization plan throughout the
performance of this Design-Build Agreement.




Governance Committee Recommendation 4:

Establish a 30-year net present value cost comparison, instead of (or in addition to) a 20-
year term.

Cal-Am Response:

This recommendation was followed. Section 5.2.6 of the RFP was revised to include the
following language:

The net present value (“NPV”) life-cycle costs of the Proposals shall be calculated over
an assumed 20-year operation period, as well as an assumed 30-year operation period,
primarily based upon the following factors: . . .

Governance Committee Recommendation 5:

Bidders should be advised that the rate of corrosion is high in the local coastal marine
environment. Good quality materials are required so that Cal-Am and the rate payers will
not be responsible to pay for replacement of components that have developed rust after a

short period of time.
Cal-Am Response:

This recommendation was followed. Section 5.2.3 of the RFP was revised and Sections
2(K) and 2(L) were added to Appendix 2 of the DB contract to include the following

language:

Revised Section 5.2.3: CAW shall conduct an assessment of the technical viability

factors such as, but not limited to: . ..
Quality of equipment and materials, including consideration of the corrosive local coastal

marine atmosphere.

New Section 2(K): The coastal marine environment is corrosive to many metals, and the
Design-Builder is to carefully select materials of construction to provide long service life
and aesthetic appearance.

New Section 2(L): Saline water can be highly corrosive to metals. All metallic
components in contact with saline water are to be selected with materials of construction
that are compatible with seawater. Pitting is a particular problem with chlorides and
stainless steels. Design-Builder is to identify a minimum Pitting Resistance Equivalency
Number (“PREN”) for metals in contact with saline water.




Governance Committee Recommendation 6:
The Governance Committee agrees with the approach to apply penalties for late delivery,
but understands and agrees with the approach to not provide for a bonus for early project
completion.

Cal-Am Response:
No decision by Cal-Am was necessary.

Governance Committee Recommendation 7:

The Governance Committee understands that Cal-Am is proposing to ask for an
estimated schedule for both permitting and construction and that the date for completion
(and associated penalties for late delivery) would be set relative to the signing of the
Design-Build contract. The Governance Committee requests that Cal-Am consider ways
to bifurcate the permit schedule from the construction schedule, recognizing certain parts
of the permitting process will be outside the control of the Design-Build firm/team.

Cal-Am Response:

This recommendation was followed. CAW carefully considered and discussed at length
separating the permitting and construction schedules. The final decision was to keep the
schedule as-is. The DB contract already provides a mechanism for schedule relief if
permitting delays occur that are outside the control of the design-build entity (“DBE”).
Further, bifurcation would be less beneficial to the DBE in that failure to meet the permit
schedule could result in DBE liability for liquidated damages even if the DBE ultimately
meets the scheduled acceptance date.

Cal-Am thanks the other members of the Governance Committee for their valuable input
into this procurement process.

Attachment



Request for Proposals for California American Water
Monterey Peninsula Water Supply Project
Desalination Infrastructure

PROPOSAL FORM 13D

VOLUNTARY ALTERNATIVE PROPOSALS

Proposers are encouraged to provide Voluntary Alternative Proposals. Pricing must be included
for each Voluntary Alternative Proposal using this format. Identify whether the alternative is for
a Rated Capacity of 9.6 mgd or 6.4 mgd. Voluntary Alternative Proposals shall be numbered so
that the pricing information submitted on this Proposal Form corresponds with the technical
information provided in Section 3.0(M) of the Technical Proposal.

A. Voluntary Alternative Proposal #

B. Deduct to the Fixed Design-Build Price:
$

C. Expected Operating Cost Savings

(Identify savings by year, for 30 years, assuming no inflation)

For each Voluntary Alternative Proposal, the Proposer must provide in Section 3.0(L) similar
comprehensive detailed information to that which is required for the Base Proposal so that the
Voluntary Alternative Proposal can be effectively evaluated and compared against the Base
Proposals and other Voluntary Alternative Proposals received. All Voluntary Alternative
Proposals must meet the Acceptance Standards and Requirements set forth in Appendix 7 of the
DB Agreement. Voluntary Alternative Proposals that consist of only general concepts or
marketing materials will not be considered.

Proposers shall provide additional Voluntary Alternative Proposals using the format as shown
above.
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