The Wrong Alternative for San Antonio
& other lessons learned
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Vista Ridge Pipeline Project
NOTE

Not all of the amounts, costs and projections cited here are current,
as of the date of this presentation. However, they were “current”
when the Vista Ridge pipeline project was being considered by
SAWS Board and City of San Antonio; i.e., this was the information
available to decision-makers at the time when key decisions were

taken to move forward on the project.



Some Facts

* SA does need to diversify its water supply & reduce
reliance on the Edwards Aquifer

e SA’s population is growing & new water sugplies will:

necessary over the long term AT T | 5,
e Current & planned water supply (w/o Vista Rldgef /,//;;;:;.
S S

“enough water to accommodate populatlon gromh |
for.10—15 years” PR " g




A Few More Facts

In February of 2014, SAWS technical staff &
President/CEO rejected the Vista Ridge Plpelme pro;ect
for expanded brackish water desalination «H, S

e ”“\Hx \
o ..satisfies demand thru at least 2040 (c. Ahrens, 2914) \x

* Brackish groundwater is plentiful & unused in our regjo/h,, / /
and available for centuries... y s /’// {, 5

e ...costs can be spread over time as water is n/eedg e
he 2018 ddté i

e ..can be planned for the mid-2020s, inst
planned [Vista Ridge]. (r. puente, 2014)



Some five months later, SAWS Board apﬁﬁﬁﬁ
pipeline

In October 2014 City Council approves VR p <ol
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Local business leaders believe pressure forced the about-face.

“My sense Is he got such a unanimous pushback,”s a District

9 Councilman Joe Krier, a former president of tﬁé@ ”7-
Antonio Chamber of Commerce...[from] busmefé'?éa ,.%w fé

Brian Chasnoff, Express-News (Feb. 28, 2014)
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..on I a handful of senior SAWS executives, board trustees, city
officials and business leaders. e ™
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Business and civic leaders are definitely makingthen
heard in favor of the pipeline project, lobbying ﬁ%‘rdF

..has left the public in the dark, wondering who is In
and what facts and projections ake driving the dec _ i




September 2014 UBLIC WORK
Volume 296 .
The Journal of Record .
for public-private partner- X ~
ships since 1988 ﬂ_ :

SAN ANTONIO WATER BOARD UNANIMOUSLY APPROVES
$3.4-BiLLION WATER SupPPLY P3 wITH ABENGOA

City CounC|I approvl IS not assured...[though] one Qfsg;(
: “Prqponen have won
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The care a reasonable person should take before
an agreement or a financial transaction W|th




Was “proper due diligence” done?

Not by SAWS or its Board

Analysis of VR was a “cost-effectiveness analy5|s Can SAWS
\\fﬁe ‘\_

‘afford’ to buy VR water? R

———

»1

Never established the VR business case...“Is th|s the best, i a
alternative for San Antonio to meet its future water needs :’/ 7 '

Board approves 500-page contract one week after |t was
finalized. by o




Was “proper due diligence” done?

Not by City Manager’s Office

e No independent assessment of contract or proposed

\-.,—

(et

project...on a $3.4 billion commitment R *‘i“’m S

Vre _ ': \'\.‘;:-' :.,__

 No rigorous comparison with originally proposed alternatlve

ia
/ .-,,*_/.f

e CFO: "professional recommendation to approve” VRin “ % ;/
absence of any evaluation of private partner (Abeﬁgoa) and f’"”. |

ros/cons, costs, risks, alternatives or tradeoffs
pros/ deoffs
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Overlooked major water supply policy change

& 1@
Neither required nor requested mdependent ;i rtyo
evaluation of contract or costs, benefits, risks ;tlf e u, 5

other feasible alternatives

Did not question “Why signing contract with insolv /e 1
company?” 77/
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SAWS president/CEO to City Council, 10/8/14

Other feasible alternatives...




“Proper due diligence” would have shown...

Tomorrow’s water at today’s prices...Misleading
Then-estimate of VR water ~$S2,240/ac-ft. |

e Expanded brackish water desal — VR 23% hlgher (vs $1 ‘
e SAWS Water Management Plan, 2012 — Supply expansmns to

i

2039 (w/o VR water), avg. all sources $960/ac-ft. il *j #"f'

* Texas State Water Plan, 2012 — necommended watef pla_n for/
Region L (San Antonio’s region) avg. cost $1, 08;/ac ft % ACHRE
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According to SAWS’ demand projections, that is almgstdouble
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what San Antonio actually needs before 2050




“Proper due diligence” would have shown...

“Will not impact SAWS commitment to conservation” ...Unclear

In wet years, when no VR water is unneeded, still have to take
and pay for all of the water... s \\m A

.\..l
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High risk that financial pressure from purchasing Iarge quar}tltles
of unneeded water at a high cost will erode SAWS commr‘tmeht 4.

A /
to conservation. < /f_ .




“Proper due diligence” would have shown...

“VR water source is ‘drought proof’...a lot of water...12 times

more than all the lakes in Texas combined...”
SAWS president/CEO to City Council, 10/8/14

......

Misleading...assumes unsustainable pumping of aqwfer\m \

“Vista Ridge Consortium....[Maximum avallable groundw?ter]
can provide an additional 19,442 ac-ft in 2020, mcreasmg’ tb .
34,894 ac-ft/yr by 2070” s /

N k'ﬂif f

(South.Central Texas Regional Water Planning Group — 2016 Lmtlally | .reparefd Plan)




“Proper due diligence” would have shown...

VR water is to avoid Stage Ill and IV drought restrictions
while providing for new development

SAWS CFO: “[t]o economically justify the acquisitiorr @f r%ew “
supplies for the sole purpose of ‘eliminating’ draught "" ) \\\

restrictions, the marginal cost of these supplies needs ta pe
~51,000 per [acre-foot].” Py
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water instead of using available Edwards Aquifer water
_g.,,-\

* SAWS paying very high risk premium for VR...on a;r

$700 million over life of contract...and gets’ﬁ
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e VR is not the least cost alternative...




Lessons Learned for Future City Councils

* A more rigorous & transparent process was called for before SAWS
Board, City Manager’s Office and City Council approved this deal

* Such processes protect all involved from conflicts of mterest
decisions driven vested interests...CPS with nuclear power plant SAWS

with Vista Ridge, and whatever the next one will be... | } g5,
i g /
e To avoid future repetitions, City Council should pass an ordmance t’haj« S o3

spells out the standards and processes to ensure proper; due d?llgence
and transparency in development and approval of all S n"'lcant f)ubhc 2
investment projects, especially P3s ; -y




Vista Ridge & Conflicts of Interest...
a final opinion

SAWS wants VR so badly, it is bending over backwards to make it happen:

e Paying $100s of millions extra in risk premiums to cover long term rlsk however all
~

current partners are short term so will receive as windfall proflts ) \\fﬂb N
 Accepted that ratepayers will absorb cost of vanished $120 mllllon “brldge Ioan*’ that ey
Abengoa took “to buy pipe”...and no pipe bought. '): % i ALY 7 C
* Repeated revisions to the contract (37 approved this week)...nature of agreemeﬁt/ - <
changing so frequently, cannot trust what is.in it ...may be dlfferent t@’mor(c)w e
... Now looking at selling 15,000 ac-ft of excess VR water.. pubhchcrut1 requu‘ed to % \«.\

ensure that not below cost sales that leave:SAWS.ratepayers- Gok#brthe SN R

difference
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