


That’s why today I am announcing a major effort to maximize all of
the options available to us as well as a plan to urge conservation at
every opportunity.

Before I cover that in depth, let me return to the City’s consideration
of toilet to tap.

I do NOT believe that we should pursue this scheme for a number of
very compelling reasons.

First, it’s expensive and will render very little potable water. The
implementation of a system will cost — at minimum -- approximately
$300 million.

The system that the City Attorney fancies could cost $4.5 billion and
would involve a whole new system of reservoirs.

Toilet to tap is clearly not cost-efficient. Imported water costs
approximately $500 per acre foot. Re-cycled water, by comparison —
will cost the City approximately $1,600 per acre foot. Clearly, on a
massive basis, this is not a cost-efficient alternative.

I think it’s important that our citizens clearly know that the funds are
not there right now to implement toilet to tap. New funds, in the form
of massive rate increases, would have to be implemented to get this
accomplished. I will NOT ask ratepayers for this money — I just won’t
do it.

These are the same ratepayers who have just been asked to fund $1.4
billion in improvements to our crumbling infrastructure.

I don’t think that it’s fair to ask them to fork over their hard earned
money for a system that will only add 5% to our water supply. It’s
just not right.



The technology will also take years to implement — 7 to 9 years to be
specific. It’s no silver bullet.

I think the public sentiment on this issue is clear — the public does
NOT want to see toilet to tap implemented at this time.

In his news conference, the City Attorney linked this issue with the
pursuit of a waiver from secondary treatment at Pt. Loma.

The two issues are in NO way connected. Let me repeat that so that
we all understand: the two issues are in NO way, shape or form
connected. It’s irresponsible to link them. Morover, the EPA has no
interest in telling the City what to do about its water supply needs.

I have commissioned a Scientific Advisory Committee to advise the
City on whether or not the present outfall is endangering the
environment.

Based upon their counsel, I will make up my mind — in early October
-- as to whether or not the City should pursue a waiver from
secondary treatment. I think that’s a much more responsible way to
go about this process.

I am hoping that we won’t need to pursue secondary treatment. If we
do, it will cost our ratepayers $1.4 billion to implement. Clearly,
that’s something that we would prefer not to do.

But the City Attorney has leapt past that important step in the
decision making process and has decided that the City should pursue
a waiver — but at an awfully big price for ratepayers — by
implementing toilet to tap.



This is not his decision to make — and this decision won’t be made in
such a manner.

Indirect potable re-use is just one option taken from a much broader
long-term water supply program that also includes options for
expanding desalination, ground-water reuse, increasing non-potable
reuse of recycled water and a host of potential conservation measures.

The County Water Authority and out City staff are currently engaged
in exploring the potential for each of these options.

To conclude that one option — toilet-to-tap — is a panacea for our
water supply needs is inaccurate given the additional work left to
accomplish on the others.

I am very concerned about our long-term water needs.

Today, I am delivering a memorandum to the City Council clearly
articulating my position on these various issues.

I have also laid out a very aggressive plan to examine all of our
options.

The steps include direction to the Water Department to return with a
comprehensive report describing our near-term water supply
enhancement options.

It directs the Water Department to work with our imported water
suppliers — CWA and MWD — to explore new options for enhancing
supplies.

I am calling on all City Departments to redouble their efforts to assess
and reduce their use of water, and



I have also directed City departments with access to recycled water
supplies to prepare a plan for retrofitting their water systems to accept
and use those supplies.

Let me close by asking everyone in San Diego to keep water
conservation at the top of their agendas.

This is a rapidly developing issue with the potential for profound
impacts on our City.

At this point I’ll be happy to join Jim and Tim in answering your
questions.
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FOR IMMEDIATE RELEASE Contact: Fred Sainz
September 28, 2007 4”31 e D

MAYOR JERRY SANDERS
PRESS RELEASE

MAYOR ACCEPTS RESIGNATIONS OF REYNOLDS, WADE

Mayor Jerry Sanders this afternoon accepted the resignations of Assistant Chief
Operating Officer Rick Reynolds and Purchasing and Contracting director Lance Wade. Both
resignations are effective immediately.

The following functions, previously overseen by Mr. Reynolds, will now report to long-
time City Personnel Director Rich Snapper, who has agreed to put-off his retirement by 90 days:
Purchasing and Contracting; Customer Service; Labor Relations; and the Office of the Chief
Information Officer. The Airports function will report to Deputy COO Rich Haas on an interim
basis. The Park and Recreation and Libraries Departments will report for now to Chief Operating
Officer Jay Goldstone.

Over the next 30-60 days, the Mayor and the COO will be analyzing the City’s
organizational structure including the continued necessity of the Assistant COO position.

Long-time City employee Tammy Rimes will become the interim director of Purchasing
and Contracting. A search will soon be launched to identify qualified candidates for the director

position.
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Subject: Mayor Pushes to Responsibly Re-Access Bond Markets as Soon as Possible
Click here to see a copy of the memoc that I sent today to the City Attorney

There can be little doubt that it is in the best interests of our taxpayers to responsibly
return to the public finance markets as soon as possible. This is the most fundamental
reform our City can accomplish and since I toock office, my administration has been focused
on achieving this critical goal. The Kroll report, the SEC order, the KPMG audit for FY03,
our release of the FY04 -- and soon the FY05 audits — and quite literally hundreds of
reforms to our financial and disclosure practices are the hard work to which we have been
dedicated. Why? Because our city needs capital to finance basic and critical public
infrastructure.

With every day that goes by, the projects we need to accomplish get more expensive. As the
prices of the various commodities needed for those projects escalate on the world markets,
it has a very significant local impact on our taxpayers. They end up paying the price for
delays. So, when anyone gets in between the taxpayers and our ability to responsibly
access public capital, I have an obligaticn to speak out forcefully and let ocur citizens
know exactly what is going on. And that’s exactly what I am doing today -- nothing more,
nothing less.

On September 7th, the City Attormey sent me a letter outlining 14 pre-conditions that he —
and he alone — has set before City can have access to the bond market. It’s important that

yvou understand that these cbstacles are his wholesale creations — no regulatory agencies
have set these as conditions. For the past three weeks, my staff has dissected his letter
in a thoughtful and deliberate manner. We wanted to make sure that the City Attorney’s
arguments were given appropriate consideration.

Today, I provided my detailed answers to his letter. I felt that it was critical that I
respond and put these issues on the table because we are very close to going back to the
markets. In fact, according to ocur outside auditors, Macias Gini and O'Connell, the only
pending City item standing in the way of the completion of our FY05 audit is a
repregentation letter from our City Attorney.

Chief among the City Attorney’s made up conditions is that the City Council unilaterally
and inappropriately rescind the pension benefits. I don’t agree with this course of
action. I have always maintained that only a judge can make such a decision. It is my
strongly held believe that pursuit of this reckless course would expose San Diego
taxpayers to millions of dollars in liability and would set our City on a course that
could very well lead to contempt of court.

It should not be lost on our citizens that the City Attorney has lost every single pension
benefits roll-back case he’s brought. And so now that he has lost, he wants the City
Council to take inappreopriate action. It’s just not right and it shouldn’t occur. Maybe
I'm a bit old fashioned, but it’s amazing to me that somecne who was elected to uphold the
law is now asking us to ignore the rulings of a court of law.

Like many San Diegans, I have always maintained that the pension and healthcare benefits
conferred upon cur employees by past City Councils jeopardize the City’s long-term fiscal
health. I believe that the City should take all prudent steps to reduce its pension and
retiree healthcare liability. I think my record of support for this is crystal clear. I
will continue to support litigation to determine the legality of the various benefits in
question. We have paid a heavy price to litigate these issues. To date, taxpayers have
spent a minimum of $6.6 million on pension related litigation. Absent the legal authority
to roll-back the alleged illegal benefits, the City of San Diego will continue to
implement the aggressive reforms that I have introduced and live within our means as our
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Caxpayers snouid expect us to Jo.

T will focus my efforts on a new pension system for new employees and more beneficial
financial arrangements for our taxpayers in our negotiations when I sit down with all five
of the City’s employee unions beginning in January. The creation of a new system will help
us reduce future liabilities.

One of the most dangerous claims the City Attormey makes is that certain Councilmembers
and I have made false or misleading statements about the City’s financial conditicns.
Nothing could be further from the truth. The truth is that we have restored stability and
discipline to City Hall. We have also meaningfully begun to fund obligations that have not
been funded in the past. I inherited a government that was in serious need of repair. With
the cooperation of our City Council, we have begun to make many important reforms.

As the City’s first strong mayor in over 70 years, my administration has worked hard to
better the City’s financial position including cutting the City’s payroll and funding
long-term obligaticns such as the pension and retiree health systems. As a result of my
Five Year Financial Outlook, the City Council voted unanimously to dedicate an
unprecedented $104.3 million to 7 long-term obligations that have in the past been
chrenically under-funded. I am proud of what we have accomplished to date, and I believe
San Diegans have a right to know of this progress as do the financial markets. I will
continue doing everything necessary to get our City back into the bond markets. We will do
it responsibly and in a responsible manner with full disclosure as our hallmark.

Our City vitally needs access to public market. At thie important time in the City’s
history, it’s important that we work cooperatively and constructively to solve our
problems. I call upon the City Attorney to join that effort.
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