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15 th A n n i v e r s A r y

Drought will make water pricey, stymie development

By Henry Dubroff 
Editor

One legacy of California’s 
extended drought is likely to 
be that access to supplies will 
be powerful new weapons in 
the state’s notorious economic 
development wars. Another is 
substantially higher prices.

“Water is going to be an 
above-the-fold story for the next 
year,” said Scott Slater, co-chair 
of the natural resources prac-
tice at Brownstein Hyatt Farber 
Schreck, and one of the state’s 
top water experts. “The prob-
lem in California is systemic in 
the long term.” 

Slater and colleague Amy 
Steinfeld believe the drought 
has unmasked a long-term 
problem in reaching a political 
agreement to supply Southern 
California’s growing population 
and its thirst for water. They sat 
down with the Business Times 
on June 29 for an extended con-
versation about the drought and 
future supplies.

Even the return of El Nino 
and above-average rainfall for 
a year or two won’t resolve the 
structural problem in supply-
ing the region. Meanwhile, new 
rules imposed by Gov. Jerry 
Brown and passed by the leg-
islature will move water out of 
the relatively predictable realm 
of the courts and into the politi-
cal arena.

“We know what a court can 
do,” said Slater, who success-
fully negotiated the largest wa-
ter transfer in U.S. history in 
2003 on behalf of San Diego 
County Water Authority. 

But what’s harder to predict 

is what happens when regula-
tors and elected officials play a 
role, added Slater, who also led 
the settlement of a landmark 
groundwater agreement for the 
Inland Empire. When water is-
sues enter the political arena, 
“factions can come out of no-
where,” said Steinfeld. New 
players include the governor 
and regulatory agencies. 

“No one could have predicted 
the 25 percent or higher reduc-
tions” that were recently man-
dated, she added. “It’s a one- 
size-fits-all approach.”

Meanwhile, market forces 
are driving water prices inexo-
rably higher. Slater said that 
San Diego Water Authority is 
now paying “north of $2,000 
per acre foot” for water sup-
plies purchased on a short-term 
basis, roughly the equivalent of 
the cost of water from its desal-
ination plant. 

That’s roughly a three-fold 
jump since pre-drought prices 
and it reflects the fact that there 
is a premium being paid to 
avoid economic pain.

“There is an opportunity cost 
to doing without,” said Slater, 
because it disrupts a communi-
ty’s ability to recruit new busi-
nesses or provide economic op-
portunities.

Statewide, Slater said the ul-
timate solution for California is 
the massive, 30-mile long, twin-
tunnel project to move water 
from the Sacramento Delta to 
Southern California.

Stymied by an unusual alli-
ance of environmental and ag-
ricultural interests, Brown has 
been pressing for a resolution to 

get the multi-billion dollar proj-
ect moving.  

“This is an imperative. It 
must move forward,” Brown 
said April 30 as he announced 
a new environmental accord 
that is the latest effort to break 
the logjam. “This is not just 
some piece of rhetoric … this 
is a serious effort on the part of 
the federal authorities, state au-
thorities.”

The same environmental 
forces that have allied to block 
the delta tunnels will use water 
as a weapon to stymie devel-
opment on the Central Coast, 
Steinfeld said. The debate over 
the Santa Barbara desalination 
plant, for example, has become 
a way for environmental orga-
nizations to try to limit water 
supplies and, therefore, growth. 

“We have a robust economy 
with water as the limiting fac-
tor,” said Slater, who also serves 
as CEO of Cadiz, a Los Ange-
les-based, publicly traded water 
and sustainable agriculture ven-
ture. “It’s a question of what do 
you want to be as a community.”

With developers needing to 
find a supply and manage wa-
ter to the last drop, the cost of 
housing is only going to go up. 

“Developers have to act like 
water brokers and prove a 20-
year supply,” Slater said. “All 
of the costs get passed on to 
homebuyers.” 

As to the Tri-Counties, Stein-
feld thinks that a desalination 
plant for Santa Barbara could 
provide an integrated source 
of supply for Goleta as well as 
Montecito. “It could be a South 
Coast solution,” she said. 

Increasingly, she added, com-
munities such as Montecito that 
can afford the “purple pipes’’ 
will use so-called grey water or 
non-potable processed water for 
irrigation.

“Using recycled water is in-
evitable,” she said.

Ventura County’s high-value 
agriculture will depend increas-
ingly on “farmers willing to 
work together” with groundwa-
ter agencies to manage supplies 
and prevent saltwater intrusion 
into their fertile fields. 

One of the thorniest, long-
term water issues in the region is 
in the north Paso Robles basin. 
There, competing interests, un-
usual underground formations 
and a dispute between large 
and small landholders resulted 
in legislation to create a special 
district to forge a solution. 

However, even the formation 
of a special district may not re-
solve that problem, Slater and 
Steinfeld said. 

One of the hopeful signs is 
that water agencies are begin-
ning to figure out that the April 
ruling by a California appeals 
court that tossed out tiered wa-
ter rates for San Juan Capist-
rano did not mean the end of 
tiered pricing. 

So long as the marginal cost 
of providing water to users re-
mains at current levels — and 
the costs associated with de-
livering water are included 
— courts will likely go along 
with a rate structure that forces 
heavier users to pay more.

“Basically, what the case said 
was show your math,” Steinfeld 
said.


