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Progr ic Exvl ImpactS /E 1 Inipact Report
CALFED Bay-Delta Program
September 23, 1999
SUMMARY

The Junc 1999 CALFED Bsy-Deita Program Draft Programmatic Environmental
Impact Statement/Enviroamental Impact Report is 2 flawed document describing a
Aawed md incompletz plan. It is possible for an cbjective reader to conclude from the
Tune 1999 Draft that CALFED is intent upon buildisg a Peripherat Canal and upon
sciting up the basis for the coastruction of & large number of new surface StOMgE projects
in the state. The program also leaves so many questions unanswered - including
questioas it explicitly posed to itself as recently asin its December 1998 plan — that it can
1ot be viewed as giving resders fair notice of what CALFED"s programumatic intentions
acruelly entai).

This is 0ot to 51y, bowever, that the June 1999 Revised Draft i without merit.
Considerable progress has been made in the five years since CALFED began operations,
CALFED bas, in conjunction with pre-existing programs et up by the Centraf Valicy
Project Improvement Act, beguin to define and embark upon an ambitious ecosystem
repeir program that could uhimately provide the long-1erm stability for California’s water
resource allocation systern that all parties seek. CALFED has been less successful,
however, in refocusing its member agencies on & contemporary waler management
strategy that departs from the past's emphasis on building water projects — dams and
canals — which have caused 30 many of the eavironmental problems that CALFED is now
treing asked to remedy. Such a new sysiem would borrow a page from California’s energy
history. Stop building publicly-subsidized. ized, mega-projects based on indlated
forecasts of demand and incomplete integration of financial and environmental costs; and
rely instead on x flexible, dynamic, and cost-effective allocation system that would make
better use of the state's massive existing watcr infrastructure by means of a water transfer

As 3 n=ult, EDF's detailed comments. which follow this summary, are
i ‘We simply hi

1. CALFED must danble its efforis to fnahute and improve water transfers, which
0! both ax and tatly friendly means of meeting
Californis’s water needs.
2 In ordcr to achicve CALFED"s mtamion mab,envlrcumnul water
(and X water app muﬂn prioriﬁaed to
meet restoration needs and must be p. d trane
3. The Environmentsl Defense Fund supports the Environmental Water Account
concept as specified by CALFED: “The EWA wonld provide Bykeries beuefits
above aud beyond the existing 1994 bay-Delta Accord, CVPIA, 1995 Water
Quafity Contrel Pian, and ESA blofogical opinfons without xdding ncw
regulatory requirenents.”

4. CALFED shonld acknowledge the substantinl private benefits that “ecosystem
reatoration™ doliars have and will contince to provide.

S, The decline of the Bay-Delia ecosystem and its mative species has been cansed
primarily by the extraction of water from the system. No additionat water
should be taken aut of the Bay-Delia system for comsumptive use antil it can be
dezaonstrated that CALFED's repair
hapmui the ecological healih of the Bxy-Dejta xy:um, and that doluz sowill
xot § dize furiher 2 sustai recovery,

€. The Revised Draft fails te specify the legal, ! ional, and kydrologl
baselines that are & eritical part of the foundation nhny durable lanz-len-
program, .

7. CALFED should select its water mansgement plan ox the basis of sonnd
ecomomics and explicit fivancial criteria.

8. CALFED wceds te approack a sow water nanagement scheme witbout new
surface storage, which bas not only devastated the Bay-Delta in the past but is
not cost-effective for the future,

9. EDF opposcs the Hood diversion, whith the June 1399 Revised Draflt appears to
autharire, becstte the diversion is very likely 10 have devastating impacts on
salmox species. CALFED shonld analyze other feasibte melbods to imprave
water quality for urbas users.

10. Effective ecosystem restoration & u the nmt significant ESA zssurance that cxs be
provided 2o water users. Alth it anch as the E.
Water Account can beused aza ﬂnt resort te respond to the nceds of ated
species, i of. " (2ud the p ial add ) water supply
reatrictions that may result) must vemain as the final resort.

some of our par
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P2
macket as well 3a i in ion und effic Wote that we have attached
the 11/5/93 ing foc an Envil ly andt i Sound CALFED Water
Supply Reliability Program,” writtea by s i irations, that
addresses how CALFED coutd develop & comprebensive plaa o restore the ecological
health and improve water management in the San Francisco Bay-Delts.

{Sec Appendix A.)
CALFED is still x work in progress. Tbe June 1999 Draft provides much uscful
ion, and the impls ion of the program it envisions for the next seven years

can provide a valuable focum foc all parties to continuz working towards ecosystem
repair, water qulhly improvements, and development of the toals that will be required to
move Cali 's water systeminto aless future, Much of
CALFED's planning, however, is i ‘The fund: ) factial jon — such
as who gets how mich water now and how much is “needed™ for the state’s varicus
competing uses - is not described and is 36ll & matter of intense controversy in other
forums, Fundamental too}s that are essential pr to the impl ion of the
CALFED program, such as clear rules for water purchases and transfers, have not been
created. Morcover, the latest CALFED innovation —the "Enviroamental Water Account™
~ which cauld tum out 1o be 2 usaful taof far minimizing conilicts over water alfocation,
is still defined only in the loosest terms. CALFED’s other most heralded recent initiative
~ the Integrated Storage I is similarty i lete in both s fons and its.
methodology.

The incomplete nanure of the present CALFED document, cotabined with its
continually moving planning process, means that the present review process can hardly
fulfill the NEPAJCEQA requirements of releasing & draft PEIS/EIR for public review,
Once CALFED has acually determined what {ts Record of Decision will be, it should
release & dzft ROD PEIS/EIR so that interested patties may review and comument 4pos
CALFED’s actual plan, as well as 2 complete analysis theveof, before CALFED enters 2
finat ROD.

DETAILED COMMENTS

1. CALFED must donble its efforts to huuuto and improve water transfers, which
T t botk an affordable axd tally frieadly mcans of meeting

Califoraia’s water needs.

From the beginning of the CALFED process, ncarly five years ago, EDF has been
asking CALFED what it will da to help facilitate water transfers in this state, Water
transfers are an affordable, implementable, and flexible means for addressing the alleged
mismatch betwees water supply and water demand. Not ooly are water transfers anc of
the most affordsblc means of meeting water needs, they are also consistent with the
CALFED pinciple of avoiding redirccted impacts. Experience kas shown that diversi
out of the Bay-Delta watershed will negatively impact the Bay-Delts scosystem, and
building additional storage to increase water supplies will incvitably increase diversions
froms the system. Waler transfers, done in conjunction witk water conscrvation, represent
the best solution for meeting this statc’s growing water peeds without promoting
increased diversions and further damage 1o the eavironment.!

Cansidering the importance of water transfers for both preserving the enrviroament
and improving water supply reliability, the CALFED documcent describing the Wazer
Transfes Program Plan shows that CALFED has made surpeisingly Litle progress in
facilitating water transfers. For all of the major policy issues that must be resolved to
help develop an active water masket, CALFED bas dooe littfe more than state that a
process will be convened among all intevested patties to find & solution. Tt is time for

CALFED 10 double its cfforts at defining both administrative wad | i 1 to
water transfer problems as & comerstone of the final CALFED Record of Decision.
Important water transfer issues that should be resolved by CALFED inclnde:

? Wankes transfers — which generally eomply with the CALFED peinciple of “ers pey™ — would sbvioasty

feceive Significaac suppon from CALFED if the prospect of funther public \ubsldm (ar ‘water developenent
fforts was firmly puttofest So long as water wscrs believe thic they might receive “froe™ water frors the
stare and federal governments, wates tsers wilf make Little cffort to rediserbute supplics amoegat
themselves

WT-4-1
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lastrenne Translers

CALFED has made clear that much., if not all, of the water nceded to maet the ERP WT-4.4-1

goals will come through eavk 1 water acquisitions. Those acquisitions will

presumably be made with money that iz d for envi ]

Under present law, at least a3 interpreted by the State of Califormia, the Bay-Delta
may ially divert cavi 1 watcr acquisitions from the Delta so

long as Delta outflow requivements are being met. If CALFED wishes to mect its
ERP goals for delta outflow, CALFED must adopt a policy, to be implemented by

DWR, USBR. and SWRCB, that mandstes that envi ! water acqut
temain in the stream even if i € regul i The policy shoutd
be ded 1o non aital envil | water avwell, Justas

the exporting partics have recaived the protection of Tam 91 for their water, 30
should the cavironment receive protestion for i water.

o Removing the district middlkemen
An active waler market requires that & bost of setlers be available for interested WT-00-9
buycrs. Californix water law currenly gives & number of water districts the authority
10 scop water sales by their member farms, drastically reducing the number of
available willing sellers. CALFED must see (o it that the pastics in Califomiz who
actually use water are permitied to scll conserved water without intetference from
their water districts, Such 2 system would place the incentive to sell waiee (extra
compensation) and the authority 10 scll water in the same party, the fanmer, Water
districts should, of course, be compensated for additional costs caused by such
transfers, but they should not be permitted to veto such transfers,

.

Water b¥etering

Integrated and effective water management, and water markets, can only acour if the WT-00-10
quantities of water used by the stale’s water users are actually known. Consequently,
CALFED should require that all surface watse diversions and ground i

EDF Comments
CALFED PELSELS
June 1999 Dot
Page?
Groundwater management will not only facililate tansfers, but will also beip to

Excilitate groundwater banking programs.

* Third Parily Impacts

We agree with CALFED's assesstoent that third perty impacts should be avoided WT-44-3
and/or mitigated. While we belicve that thers are many third party impacts that
should be sddressed by CALFED, we request that CALFED focus at least put of its
efforts on the protection of low-income farm workers, who have bad little voice in the
CALFED process to date and who, consequently, are 21 risk of receiving few
protections. Because determining exactly who has been impacted by a water bansfer
can be difficult, we belicve that a fee should be imposed on all water users, as well as
on individus] transfers, and that the moncy 30 generated should be used to foster a
ination of locat ic di and velocation and ini: 12
Decisions on the use of such finds should be made both by the local governinent and
ives of the farm worker i

2. I=order to achicve CALFED'S restoration goals, environmental water
aequisitions (and eavironmenisl water appropristions) must he prioritized to
rmeet restoration needs and must he p from horized

As noted in our discussion of transfers, CALFED has identified environmentzl

waler isitions a3 3 central tool for ing tbe goals of the ERP as well asthe

MSCS. Unds ding that th T CALFED's envi WaleT acquisiti

program is just now taking shape, EDF would like to make the following comments and.
dations on how the cnvi: water isition program should be

structured:

o The environmental water acquisition progran should insist that cnvitonmental
acquisitions do not result in any water users increasing their diversions (unless, of
cotirse, 2 downstream party is willing 1o pay fait value for the water and that payment

WUE 2.3.14

ERP} 4221
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be metered and reported. To spend billians of dollars responding to a “supply
shottfall”™ without a proper accouating of where prestat supplies are being wlitized is,
10 say the least, groesly ible. Aswith & g A
wilt also help to facilitate groundwater banking programs,

Trxansfers of Stored Water .
As ripasian science is just begi
minimum fows to protect the ecosysiem, but they alvo need pulse flow periods that
mimie natural river peocesses. Transfers of stored water, which inevitably lead o
reservoir refill, will reduce pulse flows ia streams that are ar eszential part ofa rivex’s
health. Any reservoir refill eriteria sdopted by CALFED sbould go beyood simply
protecting other users of water and should aggressively protect natural processer. A
purty transferring storod water (wates for which the party has no record of historical
bencficial use) shquld anly be able to refill their reservoir during pulse flows that
oocur during tme 1003 events — when there is 2 need 1o hold water back in reservoirs
for the safety of downstream residents, All other flows in excess of regulatory
requircmients should be presumed to benefit the natural enviroament and should not
be subject to capture and sale,

10 und d, rivers not oaly need incd WT 4532

Groundwater Management

As we have been tating foc years, the significant interrelationships between sucface
water 208 ground ized by California’s water rights
system. As a starting principle, a transfer of water should pot increase the amount of
water that & party is entitled to use, whether it be surface water or groundwater,
Accordingly, CALFED should prohibit any d batitution of ferred
water, exeept, of course, for the use of groundwater that has been stored a3 part of an
affirmative groundwater banking peogram. Likewise, CALFED should prohibit the
transfer of water that would othérwise percolate to usable groundwater basias.

WT44.1-2
WT4.4.24
musbe
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<can be reinvested wo provide even greater envil i benefits). Consi with
the principle that envi water acquisitions sould supgl isting
1f i {unlzss they are p by u pasty to meet their own flow
igation), under no cit should eavi: | funds be used to provide
the carriage water s foc ive water h
i water isitions funded with dollars should not be used

10 provide environmental mitigation foc new water development projects.

An cHfective water acquisition program is dependent upass & secure funding source,
Not-onty are sufficient funding sources required, but CALFED must seck to develop
ways to hold appropriated sums in reserve for use during periods of increased
cavironmenta! water needs, such 33 during & drought.

Priorities should be placed on permanent watee acquisitions.

Environmental water acquisitions should be peioritized and implemented based upon

the best available science.
The CALFED acquisition program shouid be coordinated with the developing CVPIA
watcr acquisition program.
The iture of don dollars should b¢ governed solely by patucal

resowrce agencies. Such 2 system will provide protection sgainse restaration funds
being used for cuvironmental acquisitions that are actually designed to permit greater
Deita cxports. Consumptive water users would be proteeted from harm through the
wrater wansfer application process.

Thar CALFED is hinging a Jarge part of i< pestoration efforts on yoluniary water
transfers is cause for concem considering that a Jimited number of water districts and
agencics control & majority of the water in the sute. With such a limited number of
sellers, there is some danger that ithe esvironmental acquisition program will be
charged inordinate prices for its limiting the value of the
peogram. To insure that the ERP achieves its goals, CALFED should seek to permit
waater transfers from watee users, rathes than from the watcr districts. Puxchasing
water from the end- wil) provide the program with & bigger poot of

C-116202
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sellers from which lo choose and wil} being the price of water down 1o 2 true market

level.
« Finally, now that the environment has become a coequal pasticipant in the water

market, the cuvi should also be permitted 10 appeopei pprop waler

in ordet to meet defined instream flow needs. For instance, if it is & goal of the ERP
to aeqmm'addiﬁand spring pulse flows, it makes [ittle sense for the ERP (ocr EWA) to
purchase those flows when they cao simply be appropeiated in many instances to

create a permanent instream dedication. Ifeavi pPTOp are not
peimitted, & consumptive water uses might appropriate the surplus water that is
ly being put to beneficial use by the eavi (perhaps to meet the ERP

goals), requiring the ERP to then buy back the same water in ordet to meet its flow
targets. The CALFED restoration program should pot have to wasts Hmited
restocation dollars 1o purchase water that the environment kas histarically put to
reascnable and beneSciat use.

3. The Environments] Defense Fund supports the Environmental Water Account
concept as specified by CALFED: "The EWA would provide fiskeries benefits
abave and beyond the sxlsting 1394 bay-Delta Aceord, CVPIA, 1935 Water
Quality Control Plar, and ESA blological opinians without adding mew
regulstory requirements.”

Alttough an "Eavironmental Water Accoumt™ has been touted by senfor
govermment officials as a crucial comp: CALFED aft
CALFED's massive multi-volume PEIS/EIR provides litife detail explaining haw such an
account might work. EDF believes that our intery ion of the fund. ] comp
of such 28 account — the ability to manage water flexibly under real-time biologic and
i merit, and could be effectively used in place of
at least some prescriptive standards, Tt is clear, however. that the tean "Environmentat
Water Account™ has vastly different meanings to many of CALFED's 2gencies and
stakeholders, including some who clearly see it as 2 forum for increasing exports from the

ofany

hydrologi Fitiane - has

Federal Encrgy i C ission has an adaual “pulse flow”, whose
d by h i but whose timing is 0ot pre-determined,

Meceting these enviroamental criteria requires 2 dedication of certain volumes of
‘water to the covironment and a Emitation of the amount of water that can be diverted or
exported for consumpuve use. Broadly defined, these laws, regulations and agreements
regnlate how much water can be diverted from the environment.

Before an Environmentsl Water Account can be cvaluated, the current baseline,
including operating criteria as well as other obligations, must be specified. Withouta
clestly defined baseline, it will be impossible not onty to “account” for incremental
environmental water, but afse to impl CALFED’s jary pays” pencipl
EDF's lctter of September 14, 1999 to Lester Snow on this and other EWA issues is
included as Appendix B,

volume is

Optimize an Envi I Water A it under Existing Conditi

The first siep in catablishing an EWA 520 estimate what improvetients, eitbec in
terms of particular species’ populat more broadly usi logical indi could
e by i iamal d isth with current
facilities with i 1 amotit of envil water. Generally, mazy
perceive, and EDF agrees, th p : 13 13 icallybe provided with the
same amount of water if some of the p ipti 3 placed with flcxible
perations, which could respond Ttimehinlogt e

The "gaming” ot by CALFED have skipped thé
important step, however, and proceeded 1o eval EWA which includes substantial

increasesin Delta exports. While such analysis may ultimately be relevant, it obscures what
ightbe forihe by an EWA, and also makes CALFED's
. Yerakehald 1

ry skepticat that the EWA is anything more than a gimmick
10 provide more watcs (o other uscrs. A

henef

PH2:3.6.66

PH23.6.662
PH2:3.6.6-63
PH23.6.664
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Delta. We describe below our view of some of the prnciples under which za
Environmental Water Account should operate ~ something that is oddly lacking in
CALFEDY's PEIS/EIR.

Exiting Corditions

Current operations in the Delta and upstrean are generally controlled by a variety
of laws, regulations and agreements. In the Delta, export operations are principally
controlled by the State Water Resource Control Board's 1995 Water Quality Control Plan
{(WQCP) but may be substantially revised, as they were in 1999 by implementation of the
ESA and CVPIA. A variety of agencics regulate aod require flow releases below
upstream reservoins.

These laws constitute the coee protective criteria in the Delta under existing
conditions. The WQEP is & set of puxely prescriptive standards; i.e. flow and expoct

7 arc purely di ined by time of year and hydrologic conditions. While
they are designed to be ive to biological conditions, they cannot be medified in
real time to respond optimally ta biological needs.

QOperations pursuant to the Endangered Specics Act include both preseriptive
rules, such as carryover storage requirements in Shaste Reservoir and Apcl-May export
levels. The ESA can also be used to restrict experts in real time duc to incidentat take,
This larter type of opcration is especially contentious becanse its impact of the quantity of
exports from the deita is without axy specific limit and cannot be predicted.

Operations undes the CVPIA have nol been well defined due to logal disputes, but
may ulti 1y be defined ding 10 p flexible i z
combination of the two. This dispute may diminish scon folowing a ruling by the Urited
States Distriet Court.

Most flow i are d d in & manner simitar to the
WQCP standards, in that the flow arc purely d by time of year and
y "t itions. An partial ption cxists on the Tuolumne River where the
EDF Comments
CALFED PEIS/EIS
Juaa 1999 Datt
Page 12
Optimizeax EWA with A
CALFED should also add new the EWA. These bea

tmix of operational, financial and physical tools.

Deita export rates are gencrally limited to 4600 CFS az Tracy for the Central Valley
project and 6650 CFS at Banks fo the State Water Project. In the near future, bowever, is
may be possible, with modi -hannel g d fish screens, o increase
cxpoxtcawcnyanksw asmuchas 10,300 CFS. Inaddition, since the federal and State
P d,it is possible for the projects to share each others’ conveyance
facilitics, nsing a "joint pointof diversion™ (TPOD). Use of the expanded exportcapacity
and JPOD hus the i hangethe timing of Del would lower the
impactof il d d
potential additional assess in sn EWA.

Water bonds, user mitigation fecs, and state and federal appropriztions have
mm\tdﬁxnds!hakshnn!dbemed!o;cquue dditional fiows for th
EDF wholly supports such 1 pulsitions and N
that CALFED use these finascial tools in the Deita and upstream. We recommend that
these funds be used to acquire supplics to mcet CALFED's propesed ERP flows — though
mmmennwxmuememcmmmemdummmmm ’
X2t P for imp 1In addition, funds cottld be used to pay for dry-
yearland l'al!ovnnz.w fund water use cfBcicrcy programs (fram which saving must be

measurably crediied to the EWA), os for a varicty of other programs. Finally, CALFED
needs to coordinate the EWA with an acquisition plan, which should be integrated with
CVPIA’s acquisition strategy.

1t may also be appropriate to invest int some facilities for the EWA. For example,
some exports, credited to the EWA. might be placed in south-of the Delta groundwatee
storage: These supplies could be tumed over 1o water users in lieu of exports when fish
are present at the export pumps. EDF docs nat believe, however, that surface storage is
warranted under any of CALFED's slternatives, even if it [s built disingenuously "for the
environment”™, in ordes (o mitigate the adverse effects ol current water use,

fishand should by idecadas
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4. CALFED should acknowledgs the substantinl private benefits that “ecoeystene
restoration” dollars have and will continue to provide.

The Bay-Delt isinxd d spiral, shown mostd: ically by the
recent end d specieslisting of fall-run salmon. Tn order o reverse this decline and re-
stabilizethe system — and & i fegal o vratet use ~ i,

jonis is required, Waterd: F d sts, however,
claim that ionh d will conti receive more than its fair share of
public moncy wi a) subsidies for new water development initiatives. Looking
histotieallyat public funding in the name of “ecosystemrestoration™ and ahesd at the
ficiaries of CALFED'sF it is clear that the water developers®

aay sound economicor ficancial basis. A signifi of public money directed to

in fact, conforred significant private benefits. Likewite, CALFED's
Ecosystem Restoration, Water Quality, 2nd Water Use Efficicucy Programs will provide
significact economic benefitt 1o the water user comuaunity,

Histarical Pevspective
hed is 2 4/93 EDF anal; incs the allocationof
ion™ funds iatedsince 1993 — 1994, Theanalysisquantifiesthe smotntof
K ion” fund: e peavided direct water user as well as ccosysten
benefits. EDF is cogagingin a more decailed and iveanalysis going forward,
but EDF”s initial findings sugg: > to the water P
£9-39% of past-94 Bay-Deltz funding bas provided joint public/privatebenefits. Note that
the apalysisignores the tens of billions of doltars expended prior to 1992 on California’s
water develop . proj K helmingly prioritizedthe water
users. (See Appendix C)
EDF has req 2 federal budget o analysis that would showh
public funding has been spent across agencies/p Such analysis would be helpfis,
EDF Comments
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itk Is, and ity il improving water use efficiency, are sdditional

mcchanisms to mect legal restrictions established not only in the ESA but in the CVPIA
and other anthoritics as well. As a result, bath the Water Quality and Water Use
Efficiency companents of the CALFED program peovide substantia) direct benefits to
vrater users by helping to meet existing [egal obligations.

5. Thedecline of the Bay-Delta ecosyatem and its native species has bees caused
prixarily by the extraction of water from the system. No additional water *
should be taken out of the Bay-Deltx system (or comnnpuve use until it ean be
demonstrated that CALFED's yepair
Jmproved the ecolagical health of the Bay-Delta :y:tea, nd tlue doing s will
nat jeopardize farther 2 sastalued ecasystem recovery,

A critical undezlying assumption of CALFEYY's analysia is that more water can be
taken out of the system during certain pesk flow periods with 5o o minimum ecological
impact. CALFED’s documents tacitly assume that newly develaped water can be stored,
managed, 1nd manipulated in 8 mamner that {s consistent with the rehabilitation of
extensive xmounts of idstream, wetland, riparian, Boodplain, and estuszing habitats and
the fish and wildlife populations that depend upon them. There is no credible analysis to
support these assumptions.  Proposals to export, on average, up (o 1.2 million AFfyear of
additicnal water (L., over and above “Existing Condition” levels ~ soe DWRSIM Study

#792) would simply perp current inadeq: flows,
pasticularly during sustained dry petiods.
CALFED should instead do the following: (1) end inm on new

{above-baseline) exports; (2) continue 1 provide for the coosystem rehabilitation that bas
recently been initisted; (3) minimize the demand for additional water supplics by
investing in improved cnd-use efficiency, by pricing water coerectly, and by peoviding

mechanisms such &3 water markets to respond flexibly to i nptive needs;
and (4) provide water for coatinued ive use vis well lated, but voluntary
water transfers and other ioaal isms that opti the ! (and

minimize the adverse ecological impact) of the water delivery system as 2 whole. fn

ERP 0-22

ERPO-23
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going forward, in detemining how public moasy has been allocated across Bay-Delta
beneficiaics.

Fuature CALFED Public Expendifures
CALFED"s ERP benefits water users by protecting species and by improving
watez supply relisbility. The ERP helps water users comply with ESA peovisions both

directly by protecting fish from pusping equi; and indi; by ing habitat
degradation, detris l temy i i inadeq flow signals, and other

adverse impacts on the ecosystem. Any public ERP funding that restores the populaticns
ofdeclmms species and their babitat — e.g., through fish sereens or fand and water
{Tectively subsid the water users who ace legally required 1o invest in

mitigation effoits o comply with ESA xnd other punping cestrictions. In fact, CALFED
¢ites the water diverters as oae of the beneficiaries of the Ecosystem Program: “Diverters
also could benelit from improved fish screens and ladders which reduce fish mortality
and allovr for liab] ions, and from the ing of ive species
impacts which can also affect diversions” (Implementation Plan, p. 135). ERP fundiog
not onty helps users comply with current ESA laws by subsidizing their mitigation
responsibilities but also Works 1o prevent furure species fistings and higher costs of

pliance that would ew restrictions: “As fish papulations recover, in-
Gelta diverters and upstream diverters could benefit by diversion xc:{dctiens being
lessened” (Implementation Plan, p. 135).  Likewise, s fish populations and ecosystem
bexlth improves, “water supplics will be more reliable™ for the water users
{Implementation Plan, p. 135).

The federal Clean Water Act, the state Porter-Cologne Act, and the biological

opinions and recovery plans dmloped under the authority of the federal and state

End: d Species A quire imps in watee quality to benefit either
d. d species speci or bengficial uses of water mace generally, Paying for
these imp is the resp of both pollution dischargers and the same water
uscrs affected by the pumping di d above. Minimizing water
EDF Comments
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addition, CALFED should definc clear pec-requisites for lifting the iuns on new

exports that include, in addition to the vadous “linkages™ proposed on pages 85, 92, and
107-109 of the Revised Phasc If Report, (1) sustained ackievernent of spocific indicators
of improved ecological bealth as well as (2) compeehensive implesnentation of basine
specific sustained.yield grotmd peogr

The need for a moratoriven o5 hew water expotts ix clear, New endangered
specics listings (and/or proposed listings) oceur routinely. The record of water
mlommmm&ymmmmwmmmmﬂy
with decreasing populations of both ine fnd ansd fish, Of nine well-kn
specics, eight have declined to levels less than 20% of their populations thicty yeass ago.
(The cXeeption is the hatchery-dependent fall-nm chinoak safmon.) While many other
factors have probably cantributed to these declines, oceaa harvest — often cited as &
primaxy cavse of the dexling for salmon — cannot be an explanation for estuarine fish.
Similarly, predation by striped bass does not provide & convincing reason foe the fishery
decline because large of striped ba: d with other specics in the
1960s. In additior, major declines in ations of zooplankton, shrimp and fish in the
Delta and Suisun Bay over the past two decades suggest they are responding to common
stresses. (Hecbold et al., 1992, Copy sent with our June 1998 comments.)

We have made substantial ¢fforts 1o restore some of these populations through
protective criteria withio the Dejta, 23 specified by the 1995 SWRCB Water Quality
Controt Plan (implementing the Bay-Delta Accord), xnd theough instream flow critesia
specified by the Central Valley Projest Improvement Act (although many of those are
now being litigated). [t s too cardy 10 tell whether, of to what extent, these actions will
accomplish restoration objectives. Of course, no comprehensive critecia have even been
adopicd yet, much less implemented and evaluated, to peotact spring-tun chinook or to
implement cither the State’s namalive objective for doubling natucal production of
salmon. oc the federal obligation to achieve not less than 2 sustainable doubling in
naturalty-ceproducing salmon and other specics of snadromous fish. Nor have the more
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general criteria by which one would scieatifically assess habitat and ecosysiem
rehabilitation been adopted.

No decision to lift the ium and increase i fona should be
made without evidence that the at-risk specics have been stabilized, without evidence that
the ccosystem can sustain viable populmonx of native specics, and without & credible
analysis of the risks of additi p Specific dations foe all of these
analyses, as well as a di on of the tegal imperative for their inchusi mwe
CALFED plan, wete provided to CALFED in EDF's June 30, 1998 comments on the
Initial Draft PEIS/EIR and have beea explained fither in other correspondence.

& The Revised Draft fails to specify the legal,
baselixes that are x critical part of tha foundation of any durable lmq—um

program.

A centonl [eyson of California’s water development history is that no water
*“solution™ will last unless cveryone agrees to the rules up front. Prominent among these
is 2 comprehensive st of baseline specifications that encompass all water uses and water
use fimitations. Without such rules, water users will continue to seek ways to increase
thedr share of a limited resource, st the inevitable expense of other water users or, more
likely, the cavironment. Such xshift in relative benefits and obligations will undermine
support for, and the durability of, any CALFED solution.

The need for explicit legal, financial, and water measurement baselines has beco
emphasized by EDF in a variety of contexts in the pasy, including, in particular, our June
199% comments on CALFED's Initial Draft PEIS/EIR. The fundamental importance of
d between the U.S, Depactment
of the Interior and the Metropolitan Water District of Southern California, i.c.. “the
{waler] mansfers contemplated by the state [as part of the so-called Califoriz Plan}

these issues was also made clear in recent

cannot occlc unfess there is a baseline upon which conservation and transfers can be
measured...” (Lettee from David J. Hayes to Philip J. Pace dated February [, 1999;
cophasis added). A clear and comprehensive operational baseline will also be necded to

The Revlised Draft also continues to draw upon the substantially ftawed
assumptions and methods that underlic DWR's Bullctin 160-93 Report. We would only
re-emphasize here that the Revised Deaft PEIS/EIR will perpetuate, build upon, and
periiaps even make worse the problems inberent in Bulletin 160-98 because it relies wpon
the PEIS/EIR to a very significant extent for its baseline and projected watcr use/demzad
assesements. (Becanss of that rellance, CALFED should consider the Bulletin 160-98
public commient recoed to be part of the public comment record on the Revised Draft
PEIS/EIR and request specifically that EDF's documents be 30 incorporated.)

*The Revised Drattalso is flawed i fits own, including an
assumed "No Action” increase in south-of Delta exports over “Existing Condition™ levels.
by as much as 431,000 AF/ycar, on average (DWRSIM Study #786). This can hardly be
called 2 "No Action” scenario.

Toaddxeslh«:cmdrchwdpmblans, 2 truly durable and comprehensive
‘CALFED solution must include d ive surface and go

and ing, A finite water-depletion budget,
and 2 robust and protective ecosystem bascline.

7. CALFED should select its water management plan on the basis of sound
scomomies and explicit finaacial eriteria.

CALFED should cnsure that any decisions to develop “ncw” water be based on
sound economic and financial principles. Before CALFED commits 0 any new water
management project, CALFED should continic to aualyze the costs of supply scenarios,

a3 it has begun in its E ic Evaluation of Water Manag Al i
(EEWMA), and develop clear financial criteria for who pays for what. CALFED should
devise 2 set of principles for i innew that would approve such
investment only where itis ically and envi Ty justified and where the

beneficiarics of such investment commit to pay the full (inancial and envirormental costs

of thay invesiment.

1A-5.1-182
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make the EWA a success, whether in terms of who gets “credit™ for what wates and when
or who, in the end, will be expected to pay for what.

Unfortunately, the Revised Draft PEIS/EIR fails so anaiyze or define meaningful
strategies to address any sumber of the “lack of bascline™ problemns that have been used
to justify ing and prior water project For example,
while the stae and federal projects were cach justified in part to address groundwater
overdraft problems in the San Josquin VauEy, neither project required groundwater

nor any ingful limitation on @ d acreage as a condition for the
provision of newly-imported surface water supplies, CALFED appears io be
contemplating # thicd gencration of water project develapasent, justified in part to address
alleged continuing San Jozquin Valley groundwater overdraft problems, but still without
arequired pmpmmxddmtb:mmdwx«sxdcnfthcaqmnon {For exampls, oaly

“*modeling and ing” -~ but stitl not - are d as
related contingencies on the future decision to constnuct new SUFface waler siorage
facilities. Scc Revised Phase I Report, p. 108.) .

The Revised Draft also fails 10 analyze the extent or adequacy of any prioc sumet
water user mitigation obligations, including those required by law as az outgrowth of
Fish and Wildlife Coordination Act ftati for ized federal
projects since at least the 1950°s. Such analysis is needed if CALFED is Lo cquitably
apportion allocated costs between those d with unmet 1

“mitigation™ obligations (part of the basclinc) and bona-fide (sbove-baseline) ccosystem
benefits.

In this context, the Revised Drat still fails to peovide a meaningful (i.e., verifiable
oc quantifiable) definition of "water supply relisbility.” Moreover, while the Program’s
water supply reliability objective is to "reduce the mismatch between available supplics
and current and projected beneficial uses.” that objective will be i ible to achicve
without a clear definition of each element of the underlying equation, presumably based
on a probabilistic assessment of 31l Bay-Delta inflows and outflows —ie..a

surface and ground budget, both “baselinc™ and proposed.
EDF Comannits
PEIS/EIS
Sune 1999 Dratt
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Ecanomic Frinciples
Our previ iticized CALFED for neglecting an i analysis
of the supply and demand factors that affect the selection of “new” water supply
CALFEDE sponded to our by ping the E if
ion of Water A (EEWMA). Through the EEWMA,

CALFED has calculated the costs of various water supgly peojects in different regions
The EEWMA takes z good first step at analyzing
the cost of supply d to others. By the cost of watex sepplies
to users’ demand functions, the EEWMA attempts to select both the ecocomically
cfficicnt portfelios of water supply options and quantitics of “ncw” water, The
EEWMA's peaynise makes sease; match the cost of water to the willingness to pay aad let
the market decids how to develop the waier and how much to develop.

As is stands, the EEWMA"s “costs™ greatly understate the actual costs of
producing each “new” unit of water. Asa rosult, the quantitics of water deewsed |
ccononmically cfficient are above the socially optimal Jevels of water supply development.
Underestimated costs will alse make some water supply cptions artificially more:
attractive than others. The EEWMA's analysis cannot, therefore, peovide CAEFED with
cconomically accurate answers until it reparts costs that refiest the true social xs well as

" L bolders’ oref:
to P

privaie costs at the margin:

The costs of water development should reflect the ecosystem damages associated with
water devclopment or use. A price that does notinclude public externalities only
neglects and postpones costs that must be ;md later, cither in the form of more

ion and/or as i ! | degradation and specics

P

loss.
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the annual cost

Sec axached analysis in which EDF
in the EEWMA report, Appendix D. EEWMA compares ths costs of mecting
corstmptive use nceds under & varicty of scenarios. Note that the EEWMA's

i ! scenario is pensive thaa the { ined - or feast: -

scenario, in only two of the five regians. Total costs in the Environmental acenario
across 2l regions ace only slightly higher than the total costs of the Unconstrained.
sccnario, These extra costs could-be internalized if prices and costs reflected

& Ifthe ined scenario ) costs, it
might well be as expensive oceven xpensive than the envi 1 seenario.
e  Accavatisg for public subsidies
As long as the public idizes water develop infy , waler users will

support large and expensive projects that aren’t cost-effective. The EEWMA hay
allowed stakcholders to include specific subsidies in their preferences. The EEWMA
should address the ic incfficicncies jated with subsidies and i i
the subsidy costs so thaz usecs” willingness 1o pay is based on total project coats, both
peivate and public.

« Linking Incremental Costs to Incrementsl Prices
It makes no ecoromic sense for water users to purchase new water-supply
infrastructure that it cannot afford. The price of each “new” unit of water should
signal the incremental cast of developing that unit. [fprices do not reflect
incremental costs of production, water users do not have correct price signals 1o
choose fwater, The cost of expensive water
supply measures - and specifically, costs thar ace higher than water users” willingness
10 pay ~ should oot be disguised by blending exorbitant incremental new costs with
Tow existing costs.

efficient
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Of course. the stakeholder community 2s a whote, and the water tser comumnity
in particular, has focused the bulk of its effotts since 1936 not on the affimmative
development of an oquitatle sct of “benefits based” financing rules, buz on the
suthorization of more tian $3.9 billion in state-issued general obligation bosds sad
fedecal taxpayer-financed approprizticns for & hoss of peojects and programs directly oc
indirectly relared to CALFED"s scope of activities, (We antici) another round of
federal authorizing effosts to tzke place as excly as this fall.)’

“The recent call by Govemor Gray Davis and Interior Secretary Bruce Babbirt for
more State and federal funding (but witk no mention of CALFED's “fundamental™
financing principle) calls frther ints question the relevance of the entire Finance Pian
cffort. So too do statements like the following: “fa]fter the benefits anatysis and cost
allocation, CALFED may peopose coxt shares that differ from cxisting state and foderal
cost skaring formulas, ar may use the cost sharing formulay in existing programs™
(Implementation Plan, p. 90).

At bzast the curent deaft Implementation Plan admits that “CALFED"s Soance
strategy must be within th and hi context of state and federal
water resottrees financing™ {p. 90). This is, in fact, & significant step forward, and the
ensuing discussion, plus summary tables and analysis, combine 1o demonstrate the wide

tange of \g rules and pay iderations 1ha
currently undeslic the efforts and authoritics of the involved CALFED sgexvies. (Even
that, by isi lete.) Unfe 1y, the draft stope short of documenting what

this hodge-podge of historic financing rules has actually led 20 in terms of cumulstive
dollars expended on behalfof (and taxpayer subsidies enjoyed by) different beneficiary
groups, let alone haw those results, in tura, should be factored into decisions concerning
the meaning of “bal impl jon™ or “equitable results.™ These and related
issues were actuaily key parts of the “financial baseline analysis™ that EDF and others
sought from CALFED for the better part of 3 years, but that the CALFED Policy Group
decided “was not a useful principle, and should not be pursued s part of the financing.
strategy.” back in May 1998, (Sce Policy Group minutes, May 1. 1998.)

IPFS.08

1PF 524
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We look focward 10 coatinuing our work with the EEWMA a3 it develops. We bope
that the EEWMA will address and integrate the rosults of the CALVIN peoject that
EEWMA contzibutors, Jay Lund and Dick Howitt, have constructed in conjunction
with UC Davis,

Financial Principles

The draft finance plan ~ described more sccuratcly as “the initiad framework for
developing™ a finance plan i to describe the “t fary peys™ app
furdamental principle™ of the overall CALFED program. While 2 marked improvement
over earlier versions, however, the draft “plan” raises at least 23 many questions as it
answers, and fails to propose such specific rules snd commitments s would be needed to
give meaning to such 2 fundamenta} program prisciple.

“A findamental principle of the CALFED Program is that the costs of a program
should be borne by those who beacfit from the program™ Although this ix the exact
L ined in both the December 1998 and June 1999 Revised Phase Il Repocts,
it has been restated in the June 1999 Implementation Plan as follows: *A fundements!
philosopby of the CALFED Program is that costs should, to the extent possible, be paid

kas“a

. by the beneficiaries of Program actions.™ Whether stated as principle or philosophy, the

phrase “Yo the extent possible™ is a particulash, thy 2nd troubl addidon.

As the document itself makes clear, the June 1999 Financing Plan (section 5.0) is
actually only “the initial framework for developing a CALFED finance plan.” While the
information contained in section 5.0 includes some very helpful analysis of the alf-
impostant issue of deciding who, irt the end, will be asked 1o pay for what, it sezms truly
remuarkable that the Program would offer up caly “an initial famework™ for the financing
of what currently amouats to 2 S5+ bitlion Stage 3 program after four yeacs of work and
lcss than 12 menths away from the Record of Decision for the program as a whole
(cumreatly scheduled for June 2000). CALFED assuses us, hawever, that it “will work 1o
complete the Finance Plan in 1999, but no later than the time of the ROD™
(Impiementation Plan, p. §9).

We are thus left to wooder: wh happened to the cobs jtable, and
durable financing strategy that was a2 onc time & major hope (and expectation) foc the
CALFED program moving forward? What about the express affiomation in statc
Propesition 204 that, in exchange for advance firding, the program would develop “m
cquitable aliocation of program costs amang benaficiary groups™ as part of its.
camprehensivephn’.’Nlotmu,ixntm:.isyum;nmgmasnzwuxp-yermndsm
sought and secured.

To b fair, the drafk finance “plan™ raises 2 mumber of important policy
i questions that & £l consideration and response as pat tha cogolng
process to convert this initial framework” into 2 boaafide foancing plan. (This then
raises an importan: question in turm: what, specifically, does CALFED intend o0 do %0
bring such 3 plan to fruiticn in the pexs 6-9 monthis?)

The draft “plan” also makes significant, if admittedly incomplete, progress
towards estsblishing 1 “Broad Based Bay Delta System Diversica For.” While we have
mzny specific concemns and suggestions in this regard, some vaciant of this concept
remains critical fo the long-tenn success of, xmong others, the kind of comprebensive,

long-terms, supg i wier acquisition peogram that will be peeded to.

achieve CALFED’s flow-telated ecosystem restoration objectives. (See section 2 of these
foe sdditional discussion.)

For this reasoa alone, the refi d impl ion of a comprebensive et

of impact-based mitigation fre(x) should become 2 critical element in the CALFED
assurances package. The fees should be watershed (or “problemished™) in scape, include
ltydropower and other envi y-damaging waler resource development functioos,
target a secure and sustained “above baseline™ funding objective of at least $110 million
annually (Implemertstion Plan, Table 5.5), provide for meaningful coardination (if not
integration) with the CVPIA and other related Bay-Delta ecosystem restoration progracas,

and resolve & host of critieally-i budgetary and fund Getails. And,
with the b iary pays principle, any and all should be carefisl
to susiain the that “(njo consid is being (or will be] given to using

IPF 5,011
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{such] fees far the construction of new surface storage for other) projects benefiting water

and power contraclors of ta many other program clements where private cos sharing bhas

been the norm™ (Implementation Plan, p. 154).

The draft “plan™ also includes & number of exroncous aasertions and/or amissions,

For example: :

v Table 5.1 of the Implementation Plan suggests that the “effective local cost share” for
SWP construction is “closc to 100%.” While SWP finance and repayment policies
certainly put the effective local cost sharc a Iot closer to 100% than the other
alternatives examined (and hence closer to the spitit of *beneficiary pays” as well),
the sctual ¢ffective cant share is between 70-80% and even that calculation ignores
the It d costs of envil damage {(Appendix E) or the refinancing or
qoss-subsidy cffects of the infamous Monterey Accord.

« Page 102 of the Implementation Plan asserts that “sppropriately designed stotage
facilities can also providc fows for purposes,” & that is then
used to justify public water development funding but that ignores the simple fact that
any water 50 developed would have to be appropriated from the ecosystem in the first
place. (This, of counse, is also one of those simple truths that distinguishes “the
ceosystem™ from “water users” generally.)

e Pages 136-137 provide a helpful summary overview of “existing program clements
and funding,” but make no mention of the hundreds of millions of dollars in non-
eosystem funds provided by state Proposition 204, regular annual “water and related
Tespurces” components of the federal Energy and Water Appropxiations bill, ora
myriad other sources (including, at least prospectively, the recently-passed $1.97
million state water bond) which are closely if not directly related to CALFED's
programmatic purposes. (We remain hopefu! that a long-pramised “federal budget
crasscut” will begin to shed some needed light in this ares. Seealso section 4 of
these comments, and Appendix C.)

o There is no discussion whatsoever of the “schedule of eligible projects™ thatis
required to be set forth in the finad PP it ding the

aszp to
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transfers of water among willing sellers.? We cspecially belicve that removing
institutional bariers to transfers between willing buyers and sellers would create
significant incentives (’m- increased efficlency and economic productivity, (See Section 1
of thesa for additionsl discussion,)

CALFED's economic studies (through the EEWMA) bave indicated that new
swrage projects are rarely economicatly feasible. In the fow cases whewe new storage is
shown to be more cost-cffective than competing options, te margin of savings is small
and depends on ive and envi g1 P p rules foc the new

For exxmple, CALFED's own conomic analysis has shown that new storage
would play & small role in an economically optimal resotwce plan to meet Califomiz’s
water needs through 2020, The studies indicate that no new susface stocage is cost-
effective for agriculture. The studies do indicate, however, that new offstream surface
storage in the St Basin is cost-cflective for meeting the necds of urban southern
California, if considecable amounts of late winter and spring Bows are diverted from the

River into tix site for later use.

CALFED's water supply studies, which assume such aggressive operation of oft-
streans storage projects show a significant decrease in the level of *X2” pratection
provided in the Bay-Delta cstuary between February and June.? Under the assumptions
contained in CALFED’s DWRSIM Study 801, which aswumes diversions to ncw storage,
the average springtime X2 locatioa is moved upsiream by 1.3 KM between February and
Juae. In dry years the salinity would intrude by an average of 1,7 KM over the S-month

petiod,

* Soe “Biuepeing for an Eavircnmentally and Economically Sound CALFED Water Supply Reliability
= Appendix A,

332 i the tidatly averaged location of the 2.PPT saliaity isopleth, measured in kilometers from the Golden
Gute, X2 management It & comerstone of the SWRCE 1995 Water Quality Control Plan as well a6 3
entified objective under the Ansdromous Fish Restoration Program.

PF525

IPF5.4.1-18
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$390 million in sequestered scosystem restoration finds providert by state Proposition

204 in 1996.

Finally. the drat “plan” includes some very substantial (and critically important)

P ic capital cost for which litde, if any, docunentation is provided.
(In the context especi: the i need for apital funds — foc
limited i adaptive and ahost of. dship nceds ~

remains a critical missing clement in the overall implementation budget, and one that
links back dircetly to the need for sustained annual usc-based fimding.)
For these reasons, on this issuz 22 an many athers, CALFED's “plan™ is incornplete
and uncertain to the point of making it effectively impossible for EDF (or any other
) to statc & definitive opinion. EDF thus raust respectfully dissent fom
CALFED's financing plan (such as it is) until such time as substantial additional detail is
pravided and which, upon revision, lives up 0 the promise implied io its fundamental

b aries pxy” g peineip

3, CALFED nceds to approxch a new water management scheme without new
surface storage, which has not only devastated the Bay-Delta in the past butis
2ot cost-efective for the future.

Surface storage is a vital component of California’s water supply system.
Without surface storage, we could not sustain out usbea populations or our agricultural
econamy. California currently has, however, more than 1,300 dams with a total storage
capacity of ever 42,000,000 acse-feet of water. 256 of these dams are more than 100 feet
tall. While the cumrent facilities and their operations have been instrumental in helping
California grow and develap, our State’s .glorious natural 1ys bave sexiously
declied. Itis this devastation, along with the listing of a variety of species under the
Endangered Species Act, which originaily led to the formation of CALFED.

EDF believes that California, through CALFED, needs Lo take & new approach 1o
h would jou and

water use. This conscrvation,

CALFED’s analysis bas shown that mecling the same new water supply acods

without new suxface storage would only increase costs by 5.16%.' While we have
that CALFED" analysis, if some of the assumptions regarding cost,

yield and demand elasticity were more realistic, would suggest that no new dams were
warranted, we believe that 5% would be a small price to pay 10 avoid the environmental
impact associated with new facilities.

CALFED necds to try a new approach. Ifthe new appeoach faily, the dam sites
will still be available i the future, Despite the well-publicized deconstruction of some
small dams, any construction of new dams is likely 1o be permancnt,

9. EDF opposes the Hoad diversion, whick the June 1999 Revised Draft appears to
anthorize, becanse the diversion is very likely to bave devastating impacts on
salmon species. CALFED should analyze other feasible methods te improve
water quality for urban myers.

As was noted ab d in cxcellent letters -yed to CALFED by Senator
Bacbara Boxer and Congressman George Miller, the une 1999 Draft can be read to’
authorize the northem leg of the Peripheral Canal, (See Appendix F.) In addition to the
points revised in the Boxer/Miller letters, EDF would note that the facility is very likely
to have a devastating effect on all salmon species that inbabit tha Sacramento River and
its the S fall-tun, the only Central Valley species still
present in large pumbers. When adult s2lmon retura to fresh water to spawn int the stream
where they were bom, they use the scent of the water 1o find their way. 1f water is
diverted through the Hood diversion into the Mok River a5 prop i
adult salmon will be misled into the Mokelumne River 2nd then to the diversion. Since
the diversion will be screencd. the salmon will be uasble to get back to the Sscraaicnto
River and will die without spawning. This effect could be most dramatic on fall-run, as
fall is oftzn the time when the Hood diversion would most {ikely be used to i_m;‘:mve ‘

‘mm:mmnwtommmﬂmmmumhMmam
of sceriaeios. The 1 & d by s ion of now murfice tocage
s ooly 5.16% more expensive thaa tie "unconstrained™ scenano. {Sce Appendiz D.)

IPF5.7-3

1PF5.0-1

PH23.6.5-37
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C-116207



EDF Capments
CALFED PEISEIS
lune 1999 Daatt
Pagr29
watcr quality, At a minimum, the faciity should be cvaluated with operable screens,
which could be uscd both to prevent cut migrating salmon from entering the central
Delte, bt allow spavwning adults 1o retum 1o their stream of origin.

. Drinking water quality is 2 critical issuie foe all Californians and a cnial past of
any long-tean sofution. By failitg to analyze other feasiblc altcrnative ways to improve
export water quality for urban users, CALFED violates its own principle that any solution
have o significant redirected impacts.

Most of the water exporied from the south Delta is Jow in salinity; itis oaly
occasivnatly that salinity at the export pumps is high. In addition, most of the water
xported from the Delta i for evenmal agricultural use, where salinity i€ 5ot an acute
problem. CALFED has not evaluated scenarios that would, through reoperation south-of-
Delta, dadicate the lowee salinity wates to wban uses. In addition, CALFED has pot

1 ios that would exct fow salinity water from scuthern Sico strexms,
which carently are dedicated to agricultural use, for Delta water, Under such an
exchange, the lower salinity water would provide much more significant water quality
berefits than the proposed diversion at Hood.

10. Effective ccosystem restoration is the most sigaificant ESA xssurance thatcambe  MS.7.06
provided to water nsers. Although wechanisms such a3 the EWA can bensedas  ERP 0-83
a first resort to respend to the needs of listed species, Vreinitiation of
1 (and the el addi water supply restrictions that may
resault) must remain as the final resort.

In its initlal incamation, CALFED sought to lish a number of intesrelated
goals that relate 10 the Endangered Species Act. Two of those primary goalx were:
secking 10 achieve “recovery”™ of i and fish specics that
live or pass through the Bay-Delta; and secking to intprove water supply reffability, by
attempting to minimize the water supply uncerzinties that result from implementation of
the ESA. More recently, CALFED Eas sedefined its mission to inchude improving water
2upply reliability by p il water diversions from the Bay-Delta

Against this water users continue to demand “2ssurances” from

EDF Comments
CALFED FEIS/ELS
June 1999 Deatt
Page 3t

need to build and with
inevitable envitonmental impacts ~ before the MSCS restoration goals have even been
achieved, Consistent with the principla of sdaptive management, CALFED should first
soc what lnvel of water supply reliakility can be achisved once the MSCS goals bave
been reached, and only if that level of water supply reliability is insufficient should
CALFED consider water that ace likely to

impact the enviroument.

come froma

“The MSCS Cannot For the Basis for Ticred ESA/CESA Compliznce

‘The MSCS describes a highly deficient ESA/CESA compliance package, The
MSCS states that the MSCS will scrve as the biological assessment for the section 7
corsuliation of the CALFED Program. The MSCS states that any implementation
actions with 2 fideral nexus will have their own section 7 consultation, and that such
consultations will be tiesed off of the progremmatic consultation.

This plant for tiered section 7 consultations has & few significant flaws:

» First, none of the documents that have been provided by CALFED bave a sufficient
level of covironmental review to justify use of the MSCS as & biological assessment.
The peesent documentation represents little more than 2 description of actions that
may be undectaken to benefit fishery species.

o Second, considering that funding has not yet been committed to undertake any of the
actions in the MSCS, and considering how beavily the MSCS relics upon adaptive
management, there is 5o way to know what actions will sctuslly be undertaken sz a
pazt of the MSCS, let alons what Jevel of ecosystem recovery will actually be
achieved. Due to the significant uncertainty as to how the MSCS will actually be
implemented, it s inappropriate to usc the MSCS foc tiering section 7 consultations.
At most, any section 7 consultation for implementation actions should only consider
those restoration sctions Lhat kiave already been undestaken by CALFED.
Consideration ol actions that have already been taken does not, however, require
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CALFED with respect to the Endangered Specics Act that would eliminate new water
supply restrictians to protect specics.

The peomise of the Endangered Species Ast, that the United States will no looger
sit by and watch its native species disappear, means that thers is only onc coure availablc
in the long term 1o provide ingful imp in water supply and thet
is to actually improve the bealth of the Bay-Delta ecosystem including the bealth of those
‘specics that are proteeted under the ESA. Only & bealthy ecosysten, with robust
populations of Aclta smclt xnd stable salmon populatioas, will pesmit the USEWS and
NMFS -0 reduce the limitations that s currently placed upon expott pumping, And caly
ahealthy ecosystem will insure against listings of pew species aod potential imposition of
pevw, more stringent requi Tha other CALFED attempts to
provide water users — whether through biclogical opinions, the EWA, oc HCPs — thoee
1 peemnise of the ESA, that specics may not
d on page 7-20 of the MSCS, whae the
general conditions for ceinitisti ltations are lHated; these conditions for

jation add idabl inty to any package.

The risk that scw water supply restrictions might be imposed in response to the
continuing decline of listed specics can be significactly reduced in the short term using
mechanisms such as the EWA and by fuily implementing the provisions of existing lows
(sixch as the "b2" provision of the CYPIA). If designed properdy, EOF supports the use of
the EWA 1o avoid damage to specics and thus aveid tha need for additional ESA
restrictions. In fact, the EWA could be the first of several mechanisms that are
sequentielly engaged to avoid ESA restrictions. As a matter of law, howevez, reinitiation
must always be available as the ultinate recourse for species survival.

Achieving the MSCS goals for the recovery of listed species providesa clear
framework for an asstrance package that will bath beaefit the caviromnent and
drastically improve the watet supply reliability for water usecs, Despile thisclear
solution, CALEED has put forward 2 program with an unduly complicated, and legally
i means for achicving ESA pii Part of the pli appeaas Lo

raay not undermine the fund

jon. This fact s

move towards

section 7

CALFED PEISEIS
Joks 1989 Daalt
Page 32
CALFED w do a “tiered™ anslyais; it mercly requires CALFED to look at the
biological situation as it exists a1 the time of consultation.

o Finally, we note with approval the statement in soction 1.2 of the MSCS that both the
Program as a2 whole axd individust CALFED actions must comply with the ESA. As
we have noted before, ion actions undertaken 25 2 pact of the ERP should not
be used 23 ESA mitigation for impacts caused by water development prograens. This
peinciple is reiterated on pg. ES-6 of the MSCS, where it explains that the MSCS
involves two types of consecvation measures: those designed to mitigats for CALFED
Program impacts and those designed 1o meet species recovexy goals. We would add
that much of the specics recovery work is also legally-mandated mitigation,
Coasistent with the CALFED “user peys™ principle, all
undertaken in response o CALFED actions must be paid foc by the beneficiacies of
1he program that creates (e environmantal impact. Despite the MSCS” effecte xt
distinguishing restoration actions from mitigation acticns, theze is » significant danger
of violating the “user pays” finance principal if restoratioa actions and waler
devel programs are evaluated i the same ASIP (allowing one 10 mitigate for

the other), 35 it called for in section 7.4.3 of the MSCS.
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INTRODUCTION AND SUMMARY

The mission of the CALFED Bay-Delta Program is 1o develop 2 comprehensive plan to
restore the ecalogical health and improve management of water in the San Francisco Bay-
Delta system for all beneficial uses. While CALFED has made substantial progreas
toward a program for restoring eca!ogxcal health, Jt bas suvggled with davcloping & water
the need

supply reli
for new surface slnng: ﬁcxhu:s. The tirac has come (o move forward with creative,
viable sofutions.

A viable CALFED solution must do mare than restore the health of tha Bay-Delta
n:osysttm {¢t must alse m:pxovetbcmlwalxty of water supply for California’s urben and
i Tlﬁs'-'--rnvm' i ions and concems, and

for developing an affi program foc improving wates

1 .

outlines our
supply reliability.

We're commitied to finding 8 CALFED sofution that wocks foc all of Califarnie,

Onr Assumptions:

»  Definiag “relixbility.” What maners is the economic udlicy of water, not salcly how
much is delivered or diverted from the Deite. CALFED has confused quantity with
water reliability, CALFED should adopt the following definition of water supply
rcliability:

g 1he p ond avoilabili benefits derived fram
wnur wh.Lk resioring ecosystems health in the B@-Dc[m estuary and watershed.

CALFED also should focus on providing water users with an economically and
environmentally sound suile of dry yese reliability strategies.

o  Let'sbe fir, There are fundamental inequities in California watee. Some water
useupay;b(fmzhemtbeymuvcmd others pay little or nothing, Same are
ik to Bay-Delta ior, whilc others are iot. Some meter their water
use and prepare and implement conservation plans, Others do not. Some hava very
reliable water supplies. Others do not. While CALFED did notcreate these
probicms, it smust address them.

+ Ecosystem reatoration improves water supply reliability. Restoration of the Bay-
Delta ecosystem is the foundation of all cfforts to improve water supply refiability.
As long 25 species and habitals continue to decline and be degraded, we will continue
to contend with regulatory uncertainty,

Rlueortnt for Water Supply Relizhility 3

QOur Water Supply Reliability Program

This blueprint discusses & variety of water supply reliability tools, The table below
summagizet a peeliminary range of yield and storage which could be produced by these
toqls aad which should be shared between the enviroament and consumptive water usezs,

Table 1; Preliminary Summary of Potential Water Supply Reliability Strategles®

Strategy Potential Yield (acre-feet)

Demand side | Irrigation efficiency 340,000-1,700.000
oluntary fallowing (dry year, 420,000-2, 100,600
rotational, permaneat, €t6.)
Water acquisitions and transfers Composite of iirigation
efficiency, fallowing,
groundwater and oderz.

Full im E emcntation of urban BMPs 1,500,000

Im) um:nenu 520,000 1,400,000

Mom cf nem washing 57,000-154,000

2] Lltra Sow fow tiltts 200,

Dusmu residential indoor BMPS above 300,000

MOU-specified levels :

Existing cormmercial, industrial znd 350,000-650,000

institutforal BMPs above MOU-

specified levels

Rectamation and gx% T.170,000-1,720,000
Supply side | Gomoxdwater banking 500,000-1,000,000

Delta reoperation 122,000-137.000

Upper hed i No estimate available yei

Flood rescrvations 400,000-600,000 {Storage)
“ As discussed ahave, CALFED s watae npply mu.n:mry progran Must provide water 19 support Bay-

Oela Thiswilt of watze, Delaa Gow
conditions i Susge t mwmlﬁﬂ&)'ﬂ.&ﬂ)m Toct, Forther improvements for upstretm ocss
and Suisva Marsh will requirs additions] water,

These pectitninary figures are not additive. However, these tools offer the potential to go

far beyond what CALFED has considered to date snd covld gcncruc mxllinn: of, acre I‘:cz
of waler for all users. They can form the basis for an envi
sound water supply reliability program. Section 3 discusses each of | l.br:se sirzegies in

greater detait,

This blucpring is focused primarily on toofs to generate watee supply reliability benefits,
Further work nceds to be done on programs 1o address water quatity and othey program
objectives. However, itis clear that by developing a water reliability strategy by using
above water supply toals, CALFED can help meet its other program goals. An approach
which truly produces multiple beneficiasics is most likely to prove cost-cffective.

Blueprint for Water Supply Reliability 3
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* Thereis no “aew” water. There is 3 finite 2mount o Water in the system. Whae
some have called, “new” water is, in fact, further reallocation of water from the
enviropment. The ccosystem bas been depleted 10 the point where its resources are
crashing. We can use our current supplies better, raher than trying to build our way
out of our problerus.

*  Firxt, do ne barm. Any watcr supply reliability activities undestaken pursuant toa
final CALFED decision should support full ecosystem tecovery and should not cause
further ccosystem degradation.

¢ Price matters. No one, especially the Laxpayer, wants 1o pay more than needad to
solve these P\'ﬂblcms. In additicn, moving sggressively towards pricizg that reflects
the economic and environmental value of water will encourage efficient water use,

Qur Concerns

« Bastling, Baseline, Baseline. CALFED has not provided 2 clear and accurate picture
o(hmoncandmth«sugp{y,dcmmduwby any secior, Defining an
accucate and wmpmbcnsv: “bascline” is a mhn! issuc not only for plaposes of
clear ut because i i$ and belicts are driving pobcy
decisions.

- D:u:s or No Dams? Wrong Quuﬁn. Unformmzely. the past year bas been
d by 2 divisive ps forand against the

construction of now surface storage. Thei: um: of surface storige has somebow
become divorced from the key questions CALFED was created to answer: how best -
1o restore the ecosystem and seliability of watz supp!y and wmt quzlxty. CALFED
should begin its stage 1 program by imp) icall;
sound watet supply reliability tools, such 2s groundwater storage, lnnsfm.
canservation 20d seclamation, 10 produce neat-term benefits and inform long-term
decisions about water supply. Although we do not support CALFED s'current
presumption regarding the need for new surface storage, we believe that surface
storage should continue to be evaluated in light of the potential beaefits of the water
supply reliability tools described in thix doctumens.

+ “Let's Get Better Together™ Has Brecome Code For “If I Don't Get Better,
Neitker Should Yow.™ This "quid pro qua” philosophy ignores the fact that the
intesests do nat come (0 the table as equal players - the ecosystent is o the verge of
callapse, while the agricufrurat and sectors have contil to thrive,

« More ortthmeuNutm Aaswer., The ccosysten has borne the brunt of
! water d far more than & century, There is no better reason.
for looking fora ncw:pp-oach.

Bluenrint for Water Supply Refizbility 2

Our Preliminsry Recommendations

We appland CALFED"s effort to begin identifying specific actions for Stage 1. However,
the messures peoposed in CALFED'S draft preferred altermative document reflect 2 bias
in favor of new swface storage and a wepid effort on altemative approaches. fa contrast,
we propose a sct of Stage 1 actions in Section 4 that emphasizes:

>
S

ig P

son and 2, ot
and

storage;
qumun; approprisie water transfers;

Easuring eavironmental water relibility;

[mproving the opmhou ot‘adsun: dams and canals;

Dcvdupm; 2 watee supply/d d baseline :

Dy rx:ah.m deli: apd

Pncmg water t reflect its true economic and enviroamental value,

*ree s e

Our Commitment

Our fi itted to fixing the envi) ] and water

problems in the Bay-DcluEmn:y We believe rhuCALPH) sonzunl appeoack - to
address these o —is correct, We
invite al} mzbo!dm.mdpubhcoﬂ‘mh tojoinusina pmdud:ved:a}oguetuum:
solution that brings Califomians together.

Biveprine for Water Supply Reliability
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SECTION I: OBJECTIVES FOR WATER SUPPLY RELIABILITY
A.CALFED Has Failed to Ad ely Deflng Water Supply Rellabili
CALFED currently defines its water supply refisbility objective 2s:

Reduce the mismatch between Bay-Deita water supplics and current 2nd projected
beneficial uses dependent on the Bay-Dalia system. This strategy seeks 0! reduce the
mismatch between supply and bencficial uses through a variety of actions; reduce the
impacts of water diversion on the Bay-Delta sysicms and increase the flexibility 1o
store and transport waler. (Phase II interim report)

This objective is impossible ta measuye, in sharp contrast with the intense efforts to
quantify the goals of the coosystem restoration program and to develop measurable
wrgets, In addition, the current CALFED approach to water supply reliability fails to:

« Recognize that the price of water has an ¢l{ect on bnu; the demand for water and
the supply of water. Asthe costof P dditional water supplies j
damndlerwawrwﬂldeaummde:bcrmmaofmwr(e.& transfers and

more itive, CALFED has not sdequately
d core ic principles and anxlysu into its wates supply reliability
phnm'n;.

* Establish 2 level playing ficld between strategies focused on supply and demand.
If increaced storage is itself 2n objective, then demand side strategies, no matter haw
sue:wﬁz! mdoom:dwbcmsdeq\uu CALFED has assumed a very limited

idt d future demand (see Section i), and
lhen armcludcd that n:wm{xs ate "nocessary” to meet the reliability goal,

Indeed, CALFED has gone 30 far a3 to identify increased storage a3 & spocific

program objective, rather thas ideatifying storage as & means (on a par with

conservation and othier aptions) for attaining the reliability goal, thus creating an
inherent bias.

+  Integrate the role of the environwent in detenuining water :upply reliability,
Healthy aquatic ecosystems require water supplics of adequate quaatity, quality and
timing, CALFED's definition of reliability fails to reflect these needs. Nor does it
reflect the increased water supply reliability that would acexue to water users once the
ecosystem has achieved a level of hetlth and sustainability. By ignoring
environmentat requitements, and the reliability implications of environmental
degradation, CALFED's reliability objective biases the pragram in Favor of steategies
which are the least compatible with ecosysiem health.

FremEas Fom Vi arme Crorios Botialilire 4

dictabitity for ive water users. CALFED should attempt
to increase uxz pmdlmbdlxy of waler availability during dry ycars, Volume of contract
deliverics slonc is inadequate to measure dry year predictability.

The limits of using contract deliveries as a measure of success iy amply demonstrated by
the continued productivity of Central Valley agriculture during the 1987-1992 droughe,
despire reductions int contract deliveries. CALFED should adopt an objective that focuses
an watee availabifity to Individual water users and districts, rathes than the current focus
on water contract deliveries 16 regions. Such d:y year mxmu could include dey year
supplies Emm j usep

hased in existl xxﬁcnmavo{nlndmmhaddmoum
contract deliveries. Sxmzpu 10 increase ase the predictability of dry year supplics should
not be designed to prevent auy change in water uwe during dry years. Rather, they should
be designed to reduce dry yeac impacts and provide options for watcr users. Inthe
context of Lhesc optians, we expect that some individual water users and districts will
chioose to enter dry yer water markets xs sellers and others as purchasers. Encoursging
well-informed decisions by water users among a variety of options is pethaps
CALFED's best strategy to promote cfficient water use and reduce impacts during times
of shortage.

It practical terms, there is 2 major difference between solutions that improve dry year
bepefits and those that improve average year benefity. For instance, water mnsfers
designed to increase refiability in dry years (c.g. dry year options) can help keep
amculnm!hndmpmducdom Thmnmcnmh:tmtemucanbeumdw tncrease
Jong term. suppli:s, through tud the merits
of retiring 2 given piece of: :plmlmral hnd, tools targeled at average suppl(u and dry
year reliability have very different effects.

Asdiscussed in section 3, many gics could peovide i d prodictabifity in doy
years. As CALFED ﬁmhudwchps these strtegies, it should develop an appeoach that
provides ad of the access which individual wates users

and districty bave 1o strategies to improve relisbility during dry years.

3. Assure that the water supply reliability program actively promotes CALFED's
teosystem restoration go:

It is essential that CALFED  recognize the water supply reliability benefits of achieving
its j The recovery of endangered species, for example,
would d ically increase the peedictability of water supplics. In sddition, CALFED's
water supply relizbility program must support « rather than compete with — the flow
improvements necessary to achicve the coosysient restoration objectives. In short,
CALFED"s water supply reliability program must do mare than simply reduce
mv:mmzxem;l impacts (as stated in the curfent CALFED definition). {t must be fully

d with the fon program. Such an approach will better sexve
both the environment and water uers,

= T T T e o it - T

~
A

B. CALEED Should Redefine [1s Water Supply Rellability Goals

CALFED's water supply reliability program must contribute to the long term health of the
urban, agricultuzal and fishing indusiries which depend oa the Bay-Delts. as well as the
environment. It isour view that water supply relfability is more accurately defiaed a3
improving the predictability and availabilily of econamic beneflty derived from
water, while restoring ecosystem heaith in the Bay-Delt estuzry and watershed, We
propose to shift CALFED's roliability objective from iis limited focus on increasing
zbsolute amounts of water available foc ptive use 10 4 the p

of benefits. More water isonly onc of Ay Ways o achicve such pmdic:abuuy. In face,
during the 1987-1992 droughs, maximizing water deliveries resulied in drained reservoirs,
devastated fisheries and d d ictability. Our definition of water supply
rehabxlny includes three major oomponen: objectives:

1. Imprvve the loxg terre economic benefits of water snpply to seciors of the
Californis economy depeudent or Bay-Delta water supplics.

CALFED should recognize the ability of individial water users to utilize both supply-
and demand-side strategies. Supply alone fails 1o provide predictability of benefits and
faily a3 an adequate measure of reliability. For example, growers can adapt 1o Jower dry
year contract supplics through conservation and water wansfers. By peoviding a range of
viable waxcnehﬂnhty strategies, CALFED could help maintain the long-term
profitabitity of = given grower, even ifdry year copiract deliverfes remain unchanged.
The bottom line for agricull land i ial users is not unit of water
delivered, but rather the benefits desived. !

Measuring economic benefits by sector will provide a valuable indication of the true.
value of watee supplies. Such an approach will also adjust for regional variances.

Finally, we rccognize that tying the water supply reliability objective to coogomic
benefits is complex, since a varicty of factors affect cconomic well being (¢.g. interest
rates and markes conditions). However, this is 0o different thar CALFED's proposals for
measuring ecosysiem health, which is similarly dependent upon factors outside the
controf of the CALFED program.

2. tmprovs predictability of water availability to Individual water users »nd districts
in dry years.

A program focus on assuring long term cconomic productivity will go a long way toward
ensuring the adequacy of water reliability. However, we recopnize that it may notbe |
fully adequate to address water neods during pasticularly dey yescs. Under the curtent
water management regime, the next drought s tikely to result in further ecosystem

e .
* We bedicve that thi i ed objective i e peovition of adequate upplics for
basic indoor domestic water wse. Moreover, sdequasc drinking waser supplics are not x limiting factoc in
achieving water sugply reliabality,

Blueprint for Water Supply Reliability X

Thxs bhas signifi ieant mmrcumns for the wueesupply reliability objective. For example,
for p uses without also using that fiecibility

to mect the '; ives of the ion program is likely 1o result in fither
environmental degradation, theseby reducing telisbility. CALFED's water supply
reliability program must provide reliability for the environment, Rot merely foc water
users. Itisnow wxdelyacccpmd that (he artainment of water supply relisbility and

icably linked; this linkage must be formally recognized in
the objectives that guide CALFED.

CALFEDmncvﬂmmwvmdstlnbm:yahxuwbywmﬁc
: for endangered species recovesy, desired

annual hyd: s, & flow imp and other of the CALFED

i i of th ject 'mlhnukin 3

>4 peogrant.
reliability for all water users.
Rtis !mpcmm 10 note, kowever, that unpmdlcubxhry of watex supplies whickh results from
slow in artaining goals should nat be uscd a3 2 rtionale
ion funding, or for constructing new surface storage
f;cllmes whxch could resultin futher ecosystem dasage.
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SECTION 15: WATER SUPPLY IN CONTEXT

CALFED's water supply reliability program is being driven in part by flawed notions
fiture demand

abomwhxmmﬂx Goccon:umpuv:met’mla:umdwxl!be.and
concer that ' have had sub d impacts on agricultueal
umnwwusa's lr\deed.CALFEDsppcmwbeukxumuslydalmsduuhcsc

modest actual watee The purpose of this
section it to provide historic context for current and projected water demand, and to
provide an altemative perspective of the "water costs” associsred with environmental
protections by using actual Delta export data,
A, Historical Overview
1n Californin’s Central Valley watcrshed, developed water usc has steadily increased aver
the last 150 years and has substantially reduced instrean flows, lm.'ng San Francisco
Bay/Delta the impacts of this devel have been thated by tha export of much
of the remaining freshwater inflow to the San Joaquin Valley, te Tulare basin and the
Los Angeles basin. As these exports have musodovdtbchsﬂoyms. the fshery
papulations have plummeted, Many :quaﬂc spe:xu now qualify foc Endzngaed Specics
Act (ESA) p i Figwe 1 destine of fish
along with increased Delta expores from 1967-19962

Over the 20-year period fom 1975-1994, water users south of the Delta exported abaut
1,6 million scre-feet {AF) on average. However, exports steadily increased over this time
frame resching & record high of 6.1 million AF in 1989, notwithstanding a series of very
dry years in the late 19803 and carly 1990s. [ndoed, total Delta outflow was lexs than 35
p«cm:ofunmucdmmp-h:dﬂm foe four straight years 1938-3991,7

State and federal govemnments begzn to conslder and implement environmental
protections under the CVPIA, the foderal and state clean water acts and endangered
epecies statues in the caly 19903 Various studies have been generated purposting to
demonstrate that these limited environmental protecticas have had, and will have in the
future, enormous svater supply impacts. Recent claims fuve been over 2 million acre feet
per year.

However, it is cssential dm the CALPED solution be bazed on clear and sccunate

Close that the water supply impacts of environmental
grotection are relatively modest -- certainly no move tan the water uscrs felt was.
reasonable when they signed the Bay-Delta Accord four years ago. We base this
conclusion of the 1ables 2 and 3 of this section. These tables analyze the impact en Delts

* DWR's DAYFLOW datibese is the s0urce of 21 Dehts expon and owflow valucs ia this Apprendix.
CDEG’s daza for fish passage 2 Red Bhulf ace uad fer population valucs for salmonids and weeelhead.
Midwater wavel daza I used for population values for Delta smals longlfie smelt and siped bass.

* Unimpaired flow dua provided by DWR.

Cg S e Critee Talishilire ?

Table 2 1ooks 2z projected levels of expors under the cumrent envizonmental protections
compared with actual historic exparts.  Historic annual exponts from the Delta were

about 4.6 million AF on average (1975-1994). The current relatively fimited
environmental protections have not resulted in major adverse impacts on historic levels of
export. On the contrary, with current eavironmental prowections in place, under a repeat
of the 1375-1994 conditions, Delts exports would be 2bout $.3 milllon AF — oc abowy
700,000 AF mofg per year than the water usars scnually exporied on average.

Naris it the case that cuwenmanenm potections would result in unressouble
impacts during prol Table 2 d that during the most
receat prolonged dxoua,hymod(lunc 1986-Scptember 1992), actuat Delta exposts were
about 4.97 million AF. During a repeat of thesc conditions, with the cumrent
euvironmental proteetions in place, south of Deltz cxparts would be ahous 4,3 million, or
& decrease in annual average exports of about 650 TAF, While this is notan
insignificant amount, it is well below estimates of the water costs associated with
mmnmenu! pmx:chcns. Even Boce dmﬂmuy. itis well below what the water users
d was whien they sigoed the Bay-Delts Accord four

years xgo.

Table 3 looks at these water costs using 3 different bascline —an entirely hypothetical
modeling projection that does not reflect exports ever provided to south of Delts
exporters. As discussed above, DWR has aszessed the i of eavirenmental
protections using a bascline that assumes a 1995 level of demand and the D-1438
standaeds. {We emphasize that we are aware of no justification ot support foe the notion
that this level of demand somebow repeesents an absolute entiticrment such that aay leved
crutponbelowthu!melmmunm“mpm Bl chcnbdes.eveuundzthxs

ionable baseline, peojected water costs of current eavi: ions is far
below many water user claims, On aversge, DWR's study dcmanmus that under its
h)'podxdscal bnselhx Deltx, exports would be about 5.8 MAF annually. With

in place, proj ‘would decrease by about 547 TAF -

- oc less than 10%. 1n a repeatof 1 lengthy dronght, expons could decrease from 5.2
MAF t0 4.3 MAF, oc about 929 TAF,

We do not discount the significance of this drought period estimate, However, this worst
casc seonario s again well below the highly ioflated claims that are routiely employed in
the CALFED process to justify immediate construction of new dams and surface
reservoics - and again below the level of impact the wates users agreed to in signing the
Bay-Delta Accord. Itis worth noting that the environmental criterix reflected in these
DWR studies include & broades ranger of protections than those used for purposes of the
Bay-Delta Accord *impact” modcling. Thus, it now sppears that the combined warer
supply impass of the ESA, CVPIA and Water Quality Controt Plan protections is

hat Tess than the anticipated water costs of the Bay-Delta Accord alone. If nothing
else, chis fact indicatas that CALFED must use grear caution in premising its water supply
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exports of environmental protections against two diffcrens basclines: actual exparts and a
modcled projection of exports assuming 2 1995 level of demand and the D-1435
standards.
The wates supply “impacts” of environmental protections xre comrectly charactesized as
“the foss of historic supplics to avra'ump(lve users.” Thus, the best way to define the
lmc for'devermining such impacts is Ictu:! historic expott levels. Comparing
under m fors with exporty that bave actually
taken plm ides the mast realistic of patential impacts. Nevesthelesy, we
have included here analysss of water supply impacts associated with environmentat
pratections using bath historic (actual) data and DWR's peojectad future definition of
bascline. We have compared these two baselines with the same regulatory regime — the
cusTent environental protections afforded by the CVPIA, the 1995 Water Quality
Conrrot Plan and ESA criteriz. Results of this comparison are illustrated in tables 2 and
3. -

Table2
Delrs Export Comparison
Baseling; Actusl
(all values it TAF)
Bschoe: Curtent T008 Propecied
Actual Exports Exports under ESA, WQCT, CYPIA
(DWRSIM Stady S45wew)
Feod Avzage Average
October 19753 - 4396 S197
ber 1994
e 1936 - ember 4979 328
1992
Table3
Deits Export Compatisan
Baclior: DWRSIM D143 Sady
(all valves i TAF}
Baselne: Terrent Regulatory Condiions: Frojeceed
Projectsd Expexts Exports under ESA. WQCP. CVPLA
Under DI4RS (DWRSIM Sndy S49new)
(DWRSLM Sy 693)
Prosod Averige Average iflcrenos:
Actual

Octoder 1975~ 3343 5297 -347
S¢ 132
Tune 1916 - Sepeember 3257 3333 7
1992

——
* Ssuth of Delta deliveries ace Sometinies nred b pstimake impacts i place of Dela expons,
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reliability program on modeled projections and any such studies must receive carefud and
comprchensive review,

Addmonzlly. u is mual to a:kmwldge that the limited water supply impacts of cugrent

bave not resulted in water shoctages, When
subsxdmd watee hubm less than fully available, the water users have been able 10 avail
themselves of waler on the cpen market.  For example, during the drought of the late
1980’s and caxly 1990's, Westlands Water District secured additioual water supplies
whrough many of the water supply :dubdxty tols aralyzed ia Section 3, including water
transfers and improved water conservation peactices. Over the five yexr period from, 1990
10 1994, despite reductions in thoe amount of federally subsidized water it received,
Westlands was sble to adsprand maintain very pmdmvaeropyxel«mdmuop
valucs. Given the existence of sdequate tools that we propose, water users will have
substantially improved access to watet,

Inmbet\mlds.wm(ndryymtﬁ:wauumhav:mx(axwmmpply — they have
simply exp As further in section 2, this
uappmpmchubhcpoﬁcybmmmwmmmememcmuseofw:m A
healthy and appropriate water transfec ruacket, as well a3 the othee tools discussed in
Section 3 will mcan that what the water users may lose in subsidies they will more than
make up In increased reliability.

Finally, not every reduction in mlampply, oe the availability ofsdxmﬂzed WALET, e
be taid at the doot of envi Under Californis's appeop

system, in some years dricr wmhurzbneml!mggus}omu for those dxsxx(cts!h;t
)uveu:cmw;wormn&mnﬂnuxhoﬁmmmmmmmumm
contract supplics.

B. Qverastimating Cyryept and Future Dergayd

The assumptions used by CALFED o estimate urban water demand are based on
questionable projections fom. DWRsBulkﬁn 160-58 vdnch dramatically overestimate
current and projecicd demands for use, ad { savings from
current and projected vater conservation mtma Among the program’s faulry
assumptions:

. Curment water demand is overstated by up to 1.2 miltion acre-fect. Demand
projections for 2620 ace based on this insceurate baacline,

. Eqorsin d deresti; water availability by hundred
oftbcusandsetamtm

. 2020 urban demand is overstated by an sdditional one million scve fect because of
the failure 1o include alf applicd water reductions as reductions in future demand.

Blucprint for Water Supply Relisbility 12
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1n light of these problems, CALFED stould alsa its Figurs }(2)
agricultural water demand before proceeding with ﬁ.lnhc.' unxysu In off cases. dmund Histaric Delm Expacrs snd Fish Populations
. responsivencss to price, must be fully intcg {papulation data available oaly since (G67)
upon which CALFED's assessments arc bated, 100% 60 -
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SECTION [II: ACHIEVING WATER SUPPLY RELIABILITY WITHOUT NEW A. A Water Sugoly Relability Foundation
DAMS .
A solld or of relfable ing {s x key to the ultimate success
CALFED has 0ot adequately analyzed the potentia) for alteratives 10 new dams and of the CALFED water supply rt.hxb:hly pmm
surface resaivolrs to pmwde water supply reliability. This section initiates a fuller
discussion of these options. Thc analysis below is preliminary a.nd is bascd on the limited 1. Developing a Bascline and a Water Budget
Jaa avaitable to our i The figures ided are 2 rough imation of the
water supply that :ou!d be saved or made :Vuhble through "solt path means and other CALFED shoutd develop and implement a compeehensive budget for use of the Bay-
p Delia’s waters. Exports and diversions fom the system have increased over time, and,
the tatal amount of withdrawsls and depletons bas 0ot been adequately measured, Sucha
This analysis is not a definitive or exhausti i0n, bist should peovide the bud;nwoﬂdmvudechemmpnebensvom{omuﬂmn@dmmﬁnwﬂ informed
CALFED Policy Group and staff with & starting peint. Clearly 2 thorough investigation 1t could also promote Y and use,
of the issucs raised in this section must bs conducted before CALFED commits itself sy Such a budget will require an accurate and comprehensive water use and
further 2o a “presumption™ that new surface reservolrs ase requited to attain the water reporting program.
supply reliability objective. We hurve not, for example, performed an economic apalysis .
of these alternatives. We continue to vrge CALFED to complete such an analysis before 2. Modeling Axsumptians
making decitions regarding the need for new siorage and conveyance projects, We
believe that the results of this analysis will d n‘nt ies outlined below The modcling for CALFED's “no action™ alterpative aisixes that the CVP and the SWP
provids the basis {or an euvi iy and i :oundmsupplyrdubmty will make full deliveries of contracted supgilies in the future. As discussed sbove, such
program. We ﬁmh:rbclmcrclym;oumndxvme mxxcfmwmnag:m:mwoh deliverics would be i i with existing law (.8, ESA, CWA, CVFIA), CALFED's
discussed below will reducs system vulnerability, as well ag reduce dre sisk that ccosysummoﬂdnnzodsmd“mmduxwdlmplds peinciple. Bybuildnu:hw:
CALFED will ded assetsbry pensive facilides o which cheaper inceeased deliveries into the “no action™ matks the
altematives exist. environmental impacts of CALFED's wates supply rclulub(y alternativas. Cocrecting
) thit assumption is essential for CALFED to weigh socurately the besefits and impacts of
fnthe ﬁmc.wewﬂlpr:smlmxnmmmd:nuns for the CALFED water quality and  final CALFED package, Inaddition, coprecting this assumption is essential 1o comply
system vulnerability The d below will coropri: partof with CALFEDs commitment nat to balance the state watcr budget on the back of the
our water qudxty mcumndaﬂan:. a3 we believe that impl ion of these Dela.
such ag impy voluntary land retitement, watershed
ion and water rect { can affer ix! water quality benefies. In 3. Finauciog and Pricisg
addition, as we have previ d, impl fon of to address
Delta subsidence c2a seduce systens vulnerability and improve water supply reliability. Past water pricing policies have consistently understated the “truc cost” of water
development through financisd subsidics and by rnlm: o assign a:oﬂmmc costto
Thc dnxunicn belowis diwded into fwr suhucﬁm Fit, we discuss the need for a ecosystem destruction. These policies b d 10 mﬂax: create &
of baseling i ing tools for x water supply P ption of and gt It water develop
reliabitity peogram. Second, we dl:cua demund strategies 10 better utilize existing
developed water supplies. Thind, we address supply side” strategies whick could be To avoid such problems in the future, CALFED should adopt lcompceh:nmre peiciry
conditioned to provide water supply bewefits for urban and agricultueat water users, s * s:mcgyummmmzum!«wpply infull
wel xx the environment. Eourth, we discuss some of the flow-rclated ecosystem and d costs. Inp tar, direct beneficiari “"“"“w“”“ﬂ
requirements which the water supply seliability program must address, We believe that planning and construction cast of aay acw storage of conveyance facilitfes.
implementation of the CALFED water supply celiability program, particularly the
“supply side™ strategies discussed below, must be formatly finked with asswances that In addition, CALFED's financing package must address the unmes miggadon obligations
flow and other requi ts will be provided. Specifically, the environment of water users. This should inchude, for example, 8 set of surcharges on water use xad
should benefit dircetly from the implementation of esch water supply teliability tool development in the Bay-Delta sysiem 1o assist in ecosystem restorstion and the
discussed below, We propose the following package of potential strazegies: 8 8 2 dedication of a share of any new watar supely facilities 1o ecosysiem restormtion.
T TR T s Pehe B wTieee 12 Rlisenciat frr Warer Susoly Reliabiliey % l
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B. Pemand-Related Stratesics
1. Agricultural Water Conscrvatics

MHMM< Agriculture uses over 80% of the developed watee supply
in California. Relatively small changes in agncu!:unl demand can yield remendous
quantities of water. For example, & smadf reduction in the percentage orapplud vnier
tost to evaporation by switching to more efficient technol or by imp: i
scheduling, can yicld significant water savings.

E ive losses are iretricvable and & prod use of water, Flood irrigation is
ummloulomsﬁwmmmmnn&mmmwﬁm

weeds.? ion losses from speinkler systems, W)uahuta&mnhy
used on appeoximately 35 percent of d\e u-ngucd acreage in Californie,® are estimated 1o
beashx;ku‘)paccm,nﬁ}. i systems i d to have minjmad
evaporative losses.” Overall, a one 15 five pescent reduction in agricultural demand duc to
mducmnxnmponnveiossuarnmczm;ammmc«ndwmm-
1,700,000 acre-feet.? MMummwmmmmmdmuwzmmm
ponuvexmp.ctonwnquu:hybyuducmamﬁaemoﬂmdsubmrmudnmxze.

Increase yseof market-based incentives, A voluntary program of compensated dry yeas
fallowing of agricultural lands (dry year optians) could generate. a substantisl dry year
water supply. For example, dry year fallowing of 5to 15 pereent of the Land currently
used to grow aifulfs, pasture forage and cotton in the Central Valley and Colorado River
regions could potentially genzrate 400.000 to 1.2 million mfea in Ihm ym" These

ductions aze based on evap fon rates and

use. Reductions in the volume of applied water aro even greater, yleldmz ;dd.moml

mvnnnm:mal benefits, The CVPIA Least Cost Yicld smdy weached similar conclusions,
finding that 1.24 million acre Feet of non-C VP consummptve tse could become available
through voluntary land fallowing “capped”™ at 20 percent of existing use in the Ceatral
Valley, Estimated costs range from S5 to $255 pes acre foot. The same report found
that 300,000 acre-fect could be made available within the CVP scrvice arca, Applying

e
* Peter Gleick stal, Review of the CALFED Water Use Eficlency Progrome Tachnicol Appendix (Pacific
Institute for Swdies in Devel Enviconment aud Security, Osktand: 1998} . 20.

* David saadm;. 221, “The Cozs of Realloctiag Water From Agriculaire,: Universicy af Califomis,

Berkeley, 19%4.
? Greg Young and Steve Hatchet, “On-Faem Urrigation System Management,” Technlcal Memacandum.
Jllnc 6, 199, p.3-2.

¢ Raged on log! average year xgricultaral water use, a reporied fo Bulletia 160-98, p. 1-20.
* Roanie Cohen and Leaaifer Curtis, Agricwiturad Soluclony: fmpraving Warer Quality in Colifornia
Through Worer Conervarion ond Pesticide Reduction (NRDC, San Fraucizco! 1998).
1 This ctimase was derived based on crop aceexge by region froxr Bulletia 160-98, and sverage crop ET
by regioa from Bulletin 160-93. ‘!hxnutmld of dry yeac aptions mmus be adjusted 1o consider
wrigatien peioe 30 the excreiss of aa opaos and potential dry yar supply shorages.

" CVTIA Leasz Cant Yield Program. 1995

£ T see Crrmmies B abandting i

the MOU should comprisc the *loo” o basc level of conscrvation, rather than a ceiling,
the CALFED program makes little effort 10 quantify. let alone pursue. the substantial
conservation thar exist above 1he I2vzl] to be obtained by full implementation of
the MOU. Some of the avaitable savings sre described below.

Propolg Jow water gsg landscaping and more efficient irrigation. Landscaping represeats
50 10 60 percent of wrban walkr use water use,'? According to CALFED, urban water use
amaounts 10 8,7 miliion cre-fect. ToG! water use ﬁrlmdsapc purposes thevefore raages
from 2.6t0 3.2 million scre feet. Landscape water audits, timors, and xeviscape could

reduce land: water use by i % lowlSpcmmt. Cneywzuxsymuuur
mudmmsmwnsmvm«dlof water use in i
S ide, & 20% in water use would yicld 520,000-1,400,000 acre-

feet® Becausc the Urban MOU targets a limited numbee of customers for fandscape
warer audits, even ful! nmp!cmmunou of the MOU WI" generate only 2 srall portion of
these tonat p 1 savings from Jandscap

Retrofit bomas with mors efficient washing machines. Replacing 50 to 100 percent of

!hcavu:pwuhm machines in use in 1995 with currently available horizontal sxis
machines could generate 97,000 to 194,000 acre-feet.”” Funue 1avings could

lnumcmnhzuevmm:mc{cmmadclsmmnuunmuka Becanse 2 BMP for

1 axis washing machines was anly recently sdded to the MOU, these potential
savings are not yet reflected CALFEDY's estimutes of potential urban water conservation
savings.

nes
Aecoxdmcm sz lDWmﬂybyth:Ume Comavmon Coua:i} savinzsﬁm
commercial ULFT retrofits ranged from 16 ta 57 gallons per day (gpd), with wholesale
establishments saving 57 gpd, and food stoces and restairants saving approximately 43
god.!® Statewide savings from retrofits could yield 200,000 acre-feet, sssuming that §
miltion retrofits occur with average savings of 35 gpd.

. ey s v .
A substantie] additional § of cost-effective tan is achicvabl
implementing existing BMPs abave the lcvels specified in the Urban Water Conservation
MOU. For example, potential sevings from 4 indoor residantial measures alone (ULFTs.

™ DWR Sulicin 16093 r-.x.m:ommu(,_u:)nwxnunm-

1664, Urban Water u:.mwwmuwb-muwwmm;u&mu%

(p24) Bullctia 1664 notes that while some season! water wsc i 1ot dus 10 hnmp-u«.mﬁo{hub‘l

thr fact that some Wwpcwﬁvuumﬂrwﬂ. Therafore, seasonat use Is & reasomable
2ppeoximstion for landscape

”B:m:ﬁuumwumsykwwmmmuﬂmmemmormlwmwﬂr

may retum S0 e system for Riture use.

* Gleick, et al, Appendix B.

* Hagler Bailly Services. Inc.. The I ULFT Saviegs Stucly, (San Francisco: 1997) Spoasoced by the

Cailfomss Utben Water Conservation Coumeil
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the same methodology 1o the consumptively Lsed portion of the Imperial Lrrigation
District™s water supply world produce another 600,000 acre fect, for 2 total of up to
2,140,000 acre-feet. A rexsonable minimum estimaze of dry year fallowing can be
obrained fmm the 1991 drought wales bmk. In that yeas, 420,000 acre-fect of “no

b and multiple response™) were

signed by DWR.

Volun d retis of f quality lands on the west side of the San
J‘caqum anlzy will have multiple benefits that could bclp meet the CALFED cbjectives
in many areas, including water quality, water supply reliability, and ecosystem
restoration. CALFED’s peeliminary anslysis showed that 2 voluntary program of
compensated land tetirement could generate as mixh a3 1.8 million acre-feet of wateras
mavmcmofsuo,mumfmﬂusmﬂu ignil {ess than the proj
costs of many ather water supply augmentation options cusready under consideration.

The 1990 joint federal-state “Rainbow Report™ forecast thiat, by 2040, 460,000 acres of
San Joaquin Valley lands would be signi ﬁczmly dnin:gc impaired.” 1t recommendsd a
suite of a:nons luding tand nage plan. Even

ing the full lisk ofdwnth« such as conservation and
seduction of doep percolation, the Rainbow Report recommended that 75,000 actes be
retited from willing sellers. Assuming an average allocation of 2.5 acre-Foct per acte, and
assuming that .5 acre-feet per acro is necessary for subsequent land mansgement
activities, tetising this amount of land from willicg sellers could geasrate 150,000
acre-feet of water, Voluntary retirement of 75,000 acres is projected to occur purstiant to
the CVPIA, cven in the abyence of a CALFED solution. Voluatary land retirement above
this zmount car further contribute to the CALFED solution.

These figures are peeliminacy only, and peovided here rnr ﬂlu.unuve purposa.
degree 1o which market-based voluntary dry year
should be impiemented, and under whas conditions, dcscrm fzr more adunmve auxlysis
than CALFED has undertaken to date, CALFED must condikt 1 serious examination of
these options.

2. Urban Water Conservation

The urbas element of the CALFED water use ciiciency program is based largely on full
of the ) of T Urban Water

Consesvation (MOU) - which is expected lo generate 1.5 mlllou acre feet of demad

reduction by 2020, While the CALFED & that i of

2 ~Califomis’s 1991 Drought Water Bank: Economic Impacrs uSﬂl-ﬂ‘l&:m’ (M 1993).
" San Joaquin Valley Drainage Prograw, 1990.
«und Ralotad Prodiems on the Westside Som Jq.m Folley, U.S. Depastmens of nterior and Califormix
Imu Agency, Sseramento, California

entt of Waser Rasources, Bulictin 160-9%: The Californiz Waesr Plar Updace, (Secramoxo:
199%) pAe 6,

~ ST Fe s Maran Crim i, B Fiakilie 1

showerhesds. fauces zerators, and leak detection) could yield aver 300,000 acre-feet.'t

\sting BMP . . e

i Addiconal savings ate also possible fom oommercial,
instirutional, and industrial (CH) water conservation effotts dhove MOU specified levels,
€l usc repryseats aimost 40% of urban water use, or alnost 3.5 million acre fect. Recent
studies estitnate potential cost-cffective savings of 20 to 30%,™ which comesponds to
statewide savings of 700,000 to | million scre feet. Full implementation of the CI{ BMP
should capture 350,000 acve feet, leaving a {cast 350,000 to 630,000 of cost-cffvctive
savings available.

3. Water Acquisitions and Tyausfers

Californis already has an esormous developed wates supply, mich of which is curremtt;
uxcd ina h:nhly meﬁ}mem manver. In :ddmon. Clhfomu s xipd and inflexible system
lies
pmblms in the over-ailocated Bay-Deliz symm. Thus. redatively s:nall pmodxc
*shortfalls” can, and do, fall dispropartionately or pasticular users. In such a seniotity.
based system, where the marginal cost of developing “new”” supplies is high aod the
marginal bcneﬁxoﬁbekupmdmmwm«ulaw voluatary transfers between
ysers offer | and water supply reliability
benefits to individual water users and the state 23 2 whole, They can also be wedto
address our over-allocation problent directly, and to provide & cost-¢ffective and flexible
suite of appeoaches for helping to socure and sustain improved ecosystem flows. Floally,
transfers have the pomtul 10 provide significant near-term and dry year benefits, making
them pasticwlarly 3ppropriste for a msjor effort in CALFED’s Stage 1.

Many other dernand side strategies discussed in this section offex the potential for réal
water savings. However, watcr users will resist more stringert regulatory requirements to
achieve these savings, and taxpayers are fikely 1o resist a sew geoeration of water
development subsidies. Market-oricated trasfess affer 2n impoctaat third path o
encourage incressingly efficient use of our existing water supplies.

1 eansfers ave conducted in an & fble manncr, they bave the potential 10 bamsy
local ccmmuniﬁuanddzmommt.bmhlnlhe Deluandmupsuam regions. A
variety of’ assure for alt legid: interests o

mmmammndmrmmwmmmupmonm
mpmhmemdmmbk long-term water mamagement framework. A full

i 1shcyunddwswpco€d\wdocumm&md
which will be necded to facilitue

" Gleick tal. .35

#*Gleick eral. p 32 citing J, Swoeton sad B. Chaput, (1997), the Conservation O

i the C: Indusmial, snd W U, EPA,(I”T)"SMYQYW“I‘ Watee
Efficiency (mprovements i Commercial Butiaerses
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» Comprehensive metering and/or 2quivalent measurement of *flows” of sucface and
groundwaler into and out of the Bay-Delta system;

* Arcbustad sutface water baseline sufficient

10 protect all affecied public trust vesources;

- A ive set of basi ined yield d
programs which fully protect smundw:m and related aquatic and tervestrial
SCosyRes;

® A system for convening the abave baseline and any permanentty acquired ecosystem
supplies into & system of parmanent ecosystem rights, and foe securing and tracking
scquired “temporary™ supplies;

»  Scomc and sufficient ccosystem funding;

e A ive water transfacs clearingk including use of & statcwide electronic
bulletia bourd 2ad other mochrnisms;

o Stategles to facilitate meaningful

»  Wazer use and transfer mitigati to fund mitigation and 1

grams for fafiocted local jes; and

o The adoption of mcasures 1o resolve disputes betwecn vrater us:xs. r:mlcrs md
wbclcsalus(s\lchud:mc(buyback Is for or
other means).

Witl these protections in place, a1 expanded market between consmptive users would
zllaw wu.z:hon l.pimlmrxh.ndudnn axess to purchese water from "water rich”

overall water Z Such a market could also
induce soun:: regions to more effectively and susumzbly manage their groundwater
basins for multiple benefits, But perhaps the greatest incentive to further development of
x consumptive-use water transfer market would be the elimination of all subsidies for any
"new” water development.

A primary objective of 2 more flcxible, market-oriented npprmch 16 allocating available
supplics should be to “re-acquire™ dcv:lupcd water supplia to :mpmvc ccosystem
3¢ Y vn’!linz-scuzx " program would
existing (CVPIA, ESA and 1995 WQCP). It would
2lso help match long-term restoration neede with varizble geographic, biological and
hydrological conditions by securing water rights and supplies to improve intiream flows
and Delwa outflows.

T Ve Waree Gt ReTTaRiTiey n

discussed elsewhere in this section (e.g. groundwater. volumtary fallowing and land
i and agricul

4. Wastewater Reclamation and Recycling

By the year 2020, according to CALFED, over 3 miflion scre-feet of wastewater will be
gencrated annually by urban coastal arcas. CALFED estimates that under & *no action™
scenario Califomia will recycle approximately half of this and generate 1,17 miflion acze-
feet of reusable water”, Implementation of the CALFED water recycling program could
generate from 1o Up to an additional 550,000 acre-feet in new supply, for soral of up to
.7‘20.000 acre-feet in recycled supply.

Rccyn!ed wales may bcawmtbe...... , sive soft path all i H
offers & bemﬁts. ding watee quality benefits, and derermd nr
avoided costs for new or plants. Water is

also one of the least cantroversial supply relisbility measures,

While CALFED has identified the potential for creating up to 1.7 miltlon acre feet of
recycled watcr, it has not adopied that figure as an objective. Indeed, CALFED
recognizes that the amount of new recycled water 1o be generatad s a rerult of the
CALFED peogram mxy only be 2¢r0.

€. Sapplv-Related Strateries

mmmms&mnsedmmmdmmmcmlywﬁdawwmzmm

The grave concer abowut rome of
Mmmubeamof&pmnd fouddmoadwiou: impacts on an already
devastated coosystem, However, 23 part of & balanced CALFED water supply reliability
program which also assures eavironmentil water supply reliability (seo Section [0
below), we believe that the measures identified below may have merit.

.G dy Bauking 23d Conjuuctive Use

Tt is broadly mpﬁudby CJ\LFED and among most stakchalders, that making better
use of California’s sub affers ially significant and
cost-effective near- and 1onl-mm water supply refiability bcneru forall.

Cnhhuand' , ing an ambitious arsy oF wel) storsge and
designed to achieve lﬁu paxznml shauld bcthe
SUP'Ply side” focus and priority of an integrated and cost-effective Stage 1 water supply

# Reclumation Is the exception 1o be “so mev wake”™ ruke discussed in the introduction, as i actually does
create “mew™ water, caum«mumemmeimumwmmm
orherwise be lost ko cansumptive use. Curently, same “unreclaimed™ warte water is resssed 10 secearms
and reuscd by dawnstresat ueers. (CALFED EIVELS Water Uze Efficiency Waker Ure EfMiciancy
Component p. 1.4)
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Transfers and isi should beimpl d in ways which assure that there is no
act increase in bascline diversions or consumption. In addition, CALFED's Stage 1
efforts should focus on facilitating increased "south-to-south” water mansfer opportunities
for consumptive usc (includiog Colorado River region transfers) as well ax Valley-wide
ccosystem acquisitions. Subject to the above conditions, water igi in
upstream (2bove export) aseas would be allowed, but limitations on through-Delts
CORVEYANCE, NCCESSITY CATiage water prentiumy, 2ad the lesser amouats of developed
water patentially available for transfer from above-expart sources combine to suggest that
“noith to Golden Gatke® acquisitions are a more cost-¢ffective and likely result,

The primary it
consumptive use water mz.rket include:

Wmmmmmm Watee nws would be purchased from wdlma

scllers and

1l supplies and developiog an active

Re-oneration of stored waler; The purchase of stored water in edisting hydcopower
resecvaies could be used 6o impeove fithery Hows and fie tiparian restoration and other

ecosystem improvemeants., Suchpur:hne: ol stored water are not appropriate foc
plive uses, except as di d below in Scetion HE C 2(b) of this document.

Conscrvation-related investments; The water conscrved through investmants in impeoved
conveyance £fGciency, waicr saving inigation tochnology, crop-mix changes, and other
conservation-related investments should be shared between instresm acquisitions and

consumplive uses,

Yoluntary tand fallowing and land retirement: A huge waer market could be coeated by
mnslhnngdmwmumpnvztyusedporucn of water applied to some irrigated Iands 2o
the and ather users. Ammotdmughzopuous,:hon and

long-tarm leases, rotational d {"spot”) and p
retirement, could result in millions of scre-feet of water savings per year in the Cd:ntnl
Valley alone, as discussed above.

H : Reducing surface water diversions
du.n.n; critical periods by rclymg oq sustainzble groundwater supplics could produee
amaounts of water for Y use,

Sroundwater transfess to conmimpive use; These transfers could become & significast
squree of copsumptive use transfers over time, but showdd be strictly lintited to peeviously
banked groundwater supplies tntil shown 1o comply with a fully-protective, sustained-
vield groundwater management plan.

The amount of warer porentially available throngh the use of acquisitions and tranafess is

Tl St e Wares Qunniv Refinhilice z

reliability su'au;y Ax discussed further in mucn e 3. necessary prowestions md
assu:_zma will incl as well af basin-specitl

icld itutional and iegal

neoded
10 protect m:lwzed x,roundwncr wpghcs t'or law: withdrawal is a necessary condition ta

that would also greatly increase the incentives for

lmplun:nnnz such programs,
The potentiat fwmmiwa:rbmhnx vana accordiag to wmany (xlcrs. mclud.mz [¢}]

aquifer storage
needs, (3) the use ofmundm!«pumpm‘ support Jocat eeooomu: .u:ivlti«. (4) the
source of water 10 be banked, and (5) the ability to convey water both to aod from 2

particular recharge sits,
Such programs will require th

s k of focal conveyance systems, active recharge
sucs. m:nxon wells, and other locad taﬁuu'uc'uc. Nevertheless, they can be
d in ways thar provide enbanced retiability benefits foc all sectors without
:d.din; pressure 1o an d:exdy-ovcnuhmbed Bzy-an system Lf(l) they are based oo a.
ime, #d (2) 20 2 ta lock beyand so~called
!U-rplus wnu-wm:wbmhmy be avnhb!cfordwusionocexpm afleran improved
ecosystesn baseline is firmly in place - o include a diversity of alterative sources
{transferred and na;s.umd m'pph::, “sclf-savings” derivad from buel.mcn)!ouhom.
dsawdowns of existing rescrvoir supplics, ctc.).

A reservoir drawdown program jilustrates the potential. In many years, s poction of the
water scheduled to be cagried over in existing surface rescrvoirs could be seleased and
stored in aquifers through pexcolation oz injection, or supplied ditectly to uscrs atherwise
dependent on groundwater (o called “in ticu” recharge), During the cusuing rainy
sexson, tsese reservoirs would be able to capture additfonal surfice nnofY, therehy
teplacing the water previously released for storage in & groundwater bank. (In the event
that “refili” did pot cocur, previously banked supplies and/or previously-agreed npon risk.
compensation payments could be used to help to make ends meet.) While this approach
is not without pou-nmlcmpbauons, studics indicate that it could renultin asmuch as 1
tmiftion foct of ads 1} yicld' ing available, even after Sictoring in the need
o meet i flow, i
management constrains.®

{ and water

criteris, and other

Other studics demonstrate that these and related peograrms are bath cost effective and
dramatic in Mpot:ndﬂmm&]xfomumnmmmm Foc example,
the CVPIA Least Cost Yicld Plan estimates that active groundwater recharge prograns
could produce appeoximately 240,000 acre feet of yicld pet year, with cosis ranging from
as little 35 $60-5120 per sare foot. While these costs ean be expected to incresse as
“market-bascd” or "self saving” pource-water elemeats are included, they continne to
show great promise in comparison ather supply-oriented alternatives.

# NHL, 1998 An Eavironmencally Optima Solution. A Retponse 1 te CALFED Bay Deliz Program.
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2. Changing the Operation of Existing Resarveirs.

Throughous Californis, more than 4,000 existing dams and rescrvoirs involving more
than 60 mijlion acre fect of combined stotage capacity are operated according to rules and.
eriteria that have developed in piecemeal fashion over the course of many decades. As
the peecading section suggests, relatively modest changes in operations that are
coordinated and integrated with other CALFED options can do much 1o imiprove watsr
supply r!hlbxllt’ forall benzﬁcul uses. Before rushing to build cestly new dmu and
reservoirs, of & ¥ PF is
neededinag lem the following arcas:

() Elogdway Restoration x0d Changes in Flood Ressrvation; Operators of moat major
Cental Valley reservoirs currently sct aside reservoir capacity to capuice flood flows in
order %o protect downstrezm peoperty and fives. This flood reservation, in effect, reduces
patential annual carryover storage of water supplies by requiring that a certain amount of
reservoir space be kept empty.

Total downstream fiood protection is the sum of vacated storage behind the dam and the
amount of water than can be relcased in any given perfod of high runoff. Aamusd
camyover storage ~ and thus water supply relisbility - could be significantly increased if
dam operators were aflowed, in appropeiate circumstances, to decrease the totat flood
mezvmonspambd:mdthedxm. There are three basic, and often necessarily

wate nongelndmhwqmm&yxeld. without

Pl flood

« Develop more i mmmr.w urves that § forecast-based
relesse rions and i 4 reservo i Such would alfow
both conditional encroschment of cdnm; flood oonlml rucrvadons aswellas

age larges tempy ks as 8 ditions dictate,
»  [ncrease dam outlet capacity rtles ints limit effective use of

downstream floodways xnd reservoir flood contro] reservations.

« Increase floodway capacity and the ability 1o safely inundate floodplains if flocdways
prove insufficient o handle foreseeable flood flows.

(n d\is context, floodway and floodplain capacity would include; widee
b nf!zndot nnlmmnwmﬂdﬂnodhyduimmused
where needed, ized ring levees, foc i

communities; 20d other options for getting, 2ad/or keeping, people "out of hage’s wty

Increasing the frequency and size of moderate flocd cevents, concurtently with other
actions to restore flocdways is already a central pant of the CALFED ccosystem

Blueprint far Water Supply Retiability 23

ciforts.

3. Restore Upper Watersheds

Watershed restoration to increase water infiltration md reununn will i incresse surﬁce and
groundwater yields in dsy seasons and years,
Watershed restoration would provide the added benefits ur impeoviog ccosystem
conditions and mmu.wn; flood peaks. Loss of existing rescrvoir storage capacity from
sedimentation duc 1o erosion lndvap«wuzsbcdseou!dzhcbcnanmedw
commitaient to 2 significant and well-funded
measurable water supply benefits from watershed restoration witl hh: scvu-;l years o
acerue, they could prove to be particulazly vatuable in the tvent of profonged drought or a
shxnmutmnmmwnnomulwﬁompmdxwdﬂobdwummx At this time, there
is uotcnouzh yields from

i of this
approsch.

4. Chanpges in Delta Operations

Wcmnmummcwxambduop«ﬁoumdwmaafm

faciliies could provide b d suppliss for ive uses of water. However, such

mpmuommm;nammdmmwymhm We support the

appmachlbanlnowbem;dcv:lcp«iby!thmm“Nonc mupammicmxc

fully planning for water supply flexibility tools with i d

mtheDclr-. Tbcxuppanzobcmmnfwopnmmmwnwpplymlubxmyfnx
uses caz be i d while

CALFED’s proposal to explore modifications thet would provide greater opesational
ﬂmbduy including use of )om! pmnt of diversion, relaxation of COE criteria to allow
3 swp 8

capacity of m intextic between the California
Aqueduc( and the Delta-Mendon Cunl should be evaluated only within the framework
of new criteria for bi o, Otherwise, the use of these tools and facilities
could p dermine CALFED's objectives and off-set

bmlamu.l benefits to fsh specics of coneam (i.c., chinook salmon, stecthead tront, Delta
smelt, and striped bass, and others). Assesyment of these wols should not be limited to
cffects within the Delts, but should also includs the expected effects of changes io
resecvoir operation on insrexm flows and riparian comidors.

1n our view, impl ion of the 1 flexibitity under
by CALFED should be bound by tbe following express conditions:

(2) All bazcline regulatory requirements (the 1995 WQCP, the CVPIA and current ESA.
protections) are implemented in full;

(b} All additionat biological ions proposed for Stage 1 by EWC (see blow) and

‘Bi_eprint for Water Supply Reliability - P

restoration program.  [n addition to ing the of
this appreach would prov:dc the added water supply reliability bencfit of augmenting
storage in existing reservoirs. It is imporant to aote that this approach wauld not affect
the size or frequency of large floods. as it would not reduce the tatal flood reservation.

CALFED should evaluate the potential for increasing annual exrryoves starage by
increasing allowable controlied refeases from Central Valley dams - {loodwnys ae
restored, thereby reducing the amount of reservation necessay behind cach dame. For
example, anxlysu of operations at Friant Dam indicate that alicrationx in the flood,
reservition regime cuu!dmmwryvver storagz on the San Joaquin River by
approximately § to 10 pereent.® Assuning thee alteriog the food resecvation regime at
other mjor terminal reservoirs could increase swrage by 2-3 percent, this meane could
increase annual sworage in the Central Valley by a minimum of 400,000 to 600,000 acre
feet. The sctual increase in the amount of water caphired s0d stored from this operationat
change can only beemm:xedth:ouzh additional site-specific modeling analyses.

e small p increase int available canyover sterage at toost
major mcrvous has unpounml ‘o significantly improve wates supply veliability Valicy-
wide, particularly in dry years following wes years,
® Hys iy The S stoeage rights in
existing hydropower reservoirs (up to 3,2 million acre-feet ofeombm:d capacity) can
potentiaily be purchased and utilized for & variety of refiability purposet. For example, &
portion of the noo&mmtionbmdmdqued:bdv:mldbcmmﬁ:mdwmﬁmd
hydropower storage capacity. Upstean bydio-storage capacity could also be used to rov
ncguj.uc acquired instrean supplies, including acquired storage rights, ensuring that

flow ImpH ilabl: wummdwhu:mcded. The purchase and
transfer of ive storzge rights « p\xpusdmaybenppmpzuu
for (area of origin) ities if impl
environmentally restorative actions and if offset by cqum!eu( mducﬁnns in cxpom of

“surplus” water t'.e..mznsmp{m\c 1be needs of arez of otigin communities and
ivea the scop dx:ecnan of the electric utility mdum-y
ing 1 ioa of all suck

should be a eritical focus of | CALFED‘: Slage ¥ effonts.

{c) Environmental Water Bagking. It has boen 2 long-standing practice in the federal
CVP o "reschedule” :Hocmd vm:r from onc year 1o the next. Such informal “banking™
of unused i ilable 1o cven though it was
affirmatively authorized “for drought potection and ather purposes* in conjusction with
the dedication of ecosysiem supplies under the 1992 CVPIA (section 3408(d)). One neod
took no farther than across the Sitrra Nevada crest 10 se¢ how the Trickee River
Operating Agreement is using reservoir binking and & masket-based acquisition peogram
16 facilizate improvements for all involved. Developing and implementing similar
programs throughout the Central Valley should be another focus of CALFED's Stage |

1 NH), 1998, An Eavironmentally Optimal Akemative: A Response b the CALFED Bay Dehia Prograre.

= O - wes  meder Bttt 4%
requirad for furure compliance with state and federal eavi laws be impl d
m full: and
c} A arein place g ! changes will conform with the

criteria listed in 1 and 2 xbovc and will cxuble the public (o eaforce these conditions.™
D. Flow-Related Ecorystem Needa

As discussed in Section 1, CALFED's water supply reliability program must do more
than provide refiability for consumptive use - it must also pnmdc reliability foc the
envirorment. This reaches beyond mmpnau for adverse impacts related to consumptive

use of water and to the affimative req of the ecosy progtam.

ing the Bay-Delta botit and in the Deita, will roquire wates, as
clearly indicated by the ERPP and DEFT discussions. That water must be provided by
CALFED through its water supply reliability and other progracs elements. We believe
the evidence demonstrates that CALFED caneraft a program which provides s(ynﬂcnt
water supply reliability benefits for both and urban and
water users, Given the level oﬁmpuu fram existing diversioes, the Jong- tem

beeds are While it develops specific 10 meet thesc fong-

term needs, CALFED should begin by meeting the most urgent ccosystem needs during
Stage | by implementing the actions outlined below. .

1. Delix Flow-Related Imp; 1 in Delta operatk i)
undard.\st:unwnm'hcbmmup. Whalethscdmssim:mnnm mow
initia} recommendation is that CALFED should impl he following bit

protections in the Delta, These criter above
and beyond d\ecunmlcvdofp:monpmwadby ﬁm 1995 WQCP full
implementation of the CVPIA and cuxrrent ESA. i
exports during periods of significant biclogical concem are pecessary given the status of
many estuarine species that are either listed or proposed fox listing under the
state o federal ESA's,

* Apdlapd May: Operstions should be sdjusted 2o provide increased Della inflow
from the San Joaquin River, and decreased exports, s specified in the VAMP study,
during the entire months of Aprit and May to provide increased protection of
outmigrating Sea Joxquin chinook salmoxa and Delia smelt.

o November through January: Operations should be adjusted during the fall months to
achieve a reduced Now ratio (S5% in N bet and 45% in December and

* For exampls. i my be necrsaacy o atablish a s 1o baak 2 pe L et (3
pertion of the yield of water supply tools suck as Jaktt point, groondwaser starage, transfers aad lnd

15 be called vpos % reduce Delta exports and allow resaurce agencies 10 directty
1#5pond 1o bicfogical problems at the export facilities.

Blucprint for Water Supply Relisbility 3
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January) to provide increased protection for spring run yearlings, and fall- and fate-
Gall run By vmigrazing theough the Dela.

o February and March: Operations should be adjusicd 1o provide increased Delia
outflow in February and March, in dry years, 1o achieve X2 protection consistent with
x 1962 fevel ofdm!upmm This wculd peavide an increase in protection for most
fish, i Delea smelt.

Potential xmpucls 10 Suxsun Mmh from changes in Delts flow pattems bave not beest
CALFED should dzvelop and implemaent additional
measures to protect and restore the biological diversity of Suisun Marsh,

2. Upstream Flow-Relsted Benefits: TbeERPP lhc AFRP and endangered species
rocovery plares all call for improved flaw areas, nocth and south of
the Delta.. CALFED should ince to develop ud np! these flow
improvements during Stage 1, to provide improved habtw for specics of concerm and to
achieve other CALFED ecosystem restoration goals.

3. Capon D and D We bave di: the peed foca
statc water budget. memp{mmmaWW!mu
adcquacbauhnc.m:u aclear hodology and, in our

view, a cap on average annuad diversions and depletions from e Bay-Delia system. Such
ummﬂdoﬂmup&bﬁwwdﬁv«:lmmnmanrwum wet years, with badly
needed protections in dry years. This cap should be no higher than and, by the end of
stage 1, should ba lower than current levels.

Blucprint for Water Supply Reliability P

6. Designand implcmem research /pilot p 10 address ining arcas
arun:emmly in watey usc efficiency. Fcrcxamplc. conduct research on the
aod the p iat foe reducing

bl loswlhmugh ions in e D

7. Priorto Stage§, CALFED” l cost analysis of water
tanagement altermatives, Ensure that secondary benefits of “'soft palh alternadves,
including water quality, flood management, avolded drinking water and waste water
reament and capital costs, energy savings, etc, are fully reflected in this analysis.

2 Identify and then develop a program and plan to address legal and instinrtional
barricrs to water transfers, and improve use of ausd.nz infrastauenure for transfers, as
apprepriate.

9. Develop and an date se2 o' to provide o to the

i and loeal jes from water e

10, Encourage “south (o south” transfers to mect consumptive usa needs and “nortls-to-
Golden Gate™ and storsge transfers 1o meet environmental needs.

1. Establish, fund and implcment an cavitonraental water acquisition progracs with at
lunn.nmnm!budmol!loOmlﬂloaumdaw:dmuahtywmmcfmdmdhelp
meet long-term w indicate
successful im lmmn.mmmo(ma,onbcl&e,s!nuldumusm
prior to the zmuaaonof?&uehndunkcd to other program elemsents,

12, Develop Is for am institutionalized ground bank to fucilitate transfers

{sec related mnumwxdatonsbc!mw)
13. Develop best ieos for water ling, (ncluding full ion of

recycling opportunitics, rchorul ‘water recyceling umm, and performance standards,

14, stdnp loan, grant and cost- sharing prograrms to Increase local participation in
Such p should regional efforts,

C. Supply Benefity

1. Develop animpl jon fi k for a comprehensive and properly d
G banking a0d conjunclive use program, iacluding of
desi of insble yield i 1l le while peeserving

aquifer capacity, ccological benefits and other values) for cach gmundwaur basin:
feasibility and cost studies; pilot projects; criteria for evaluation, permitting and

SECTION 1V: REVISED STAGE I ACTIONS FOR WATER SUPPLY
RELIABILITY

Below are 2 limited set ofpul‘uninuy recommendations intended to respond (o the
proposed Stage | mnuncodwans in the August version of the draft Dcvelopmz 2
Preferred Al As indi below, seme of these #ctions should be
completed prios to Suge 1.

A. A Foundation for Water Supply Relixbility

1. Priorto Stage I, CALFED should establish measurable objectives for each element of
the water supply reliability program, including water conscrvation, recycling, and
u-msfm

2. Dcvclop a water budget for the Bay-Dela sysem. ‘including mbhs!unenx of 2
of instream flows and more comp of
depletions, diversions and exports for consumptive use.

3. Prior to Stage 1, develop nealistic and delis
bascling water deliverics in the CALFED no action altenutive,

4. Implement a surcharge on water use in the Bay-Deits system to fund the ecosystem
restoration program. .

the full eavi; ) and ic costs of

5. Creale 2 finance strategy (o i
water supply reliability arategies.

B. Denand Benefits

1. Measure all agricultural and whan water use.

2. implement certification and enfarcement program to ensuze full implementation of
the urban water conservation BMP's.

3. Capturc conservation savings above full implementation of the Urban MOU. This
should include implerfientation of the BMP®s at a {evel that would capture al) cost-
effective savings, as well as implementation of cost-effective measures nat yet
included in the MOU.

4. Prior to Stage 1, develop perf dards for agricultural water use afficiency
to measure progress towards program objectives, a0d an enforcement program
comparable to the onc proposed for urban water use.

5. Deve!op lm, grant and cost- shmng programs to increase focal participation in uban

water

Bluepcint for Water Supply Reliability 30

should also develop loan, grant and cost-shasing progrums  incraase local
cipation in gr N

2 igate and reservoir ion to utilize expanded fload forall
ma;umemuslndchenleaney .

3.k igate and, as approy impt the Delta i ies identfed
o Section HI C, subject to the czpmss umronmu! conditions set forth in Section
11 Caod D. Develop

4. Complete least cost and equivalency analyses, 20d develop willingness 1o pey
formulas for potentisl new or expanded sucface storage facilities, Require water users
to pay the full planning costs for any such studies.

D. Flow Related Ecosysters Benefits

I the Delta flow imp i i Sectioa {IX D.

2. Develop and impl flow-related impo
ripatian and floodplain restoration.

for Suisun Marsh, upstream,

3. Developand implement an environmental water banking program in groundwater and
existing surface storage facilities, as autharized by the CVPIA.

4. Establish 2 cap on average aanuat withd: i ors and fons from the
Bay Delta system whick is ho higher than current levels,

operation of specific projects; statuiory changes to :ddrm bartiers tn implementation.
and ion of rech and convey CALFED
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APPENDIX 1: PRELIMINARY MODELING RESULTS OF POTENTIAL

CHANGES IN DELTA OPERATIONS Figure Al-2 shaws the projectod average Delta inflow from th San Joaquin River dusing

ihe April-May outmigration period for full run salmon under each of te studies outlined
above and compates these values to unimpaired flow estimates. Figure Al-3 shows the

This appendix compares prelimi deling projections of bath export and
Eiagind s Y LI pirk :‘:’l availability prejected end-of-year torages foe Sz Joaquin tributary rescrvoirs under each seenario.
¥ A inelude: ¥ d other It is assumed that no relcases from Friant Dam are made for {ishery objectives.

Figure A~ shows bow total exports would change under each of the modeling scenasios
in December, lnsmdy EBSSN-5, exports would bemmdcdmmmyyursw protect
wiater-qun and spring-run salmon. Study EBSSN-6 would also restrict December exports.

1. Actual operations since 1975 (using information from the Dayflow databasc).

2. Prajested operatl lyiog with ESA roqul the 1995 Water Quality
1 Plaz, and Int nterim criteria & ta VP, to protect these species, but would '“Wh-‘sb“nw“f“)’mMaW«condmm
gmmb:ndy 549:?3’ rtecta for implementation of the CVPIA (DWR's Figure A1-S shows the export inflow ratio for each of thess scenarios in December.

Figures AJ-6 and Al-7 show the projections under each scenario for total exports and the

3. Projectcd operati lying with the protective criteria described in Section 3 in ' A
y xport-iniflow ration in September, where scensrios EBSSN-S and EBSSN-6 would aliow
2ddition to those describad und:r(Z) above (EWC DWRSIM study EBSSN-S). 2 higher ¢ inflow ratio,

4. Projected i lying with the p ive criteria d in Section 3 and

mc}udmgnsenrxbcjomtpomnfdwuxm.theln(mmSuuthelu.Plzn.andmmmc Fig ﬁ;’:’:; :;:;::"" ::Qm‘mdm::g:sm';dw’ w"“
respectively, scenai impro in Frbeuary and March in

between the Delta Mendote asd California aqueducts (EWC DWRSIM study EBSSN-6). Drydenucxlyuxmdnebdb s jed above. The

improvements in Apsil and May 208 doe to the Incremental pratection provided by the

extended export restriction during the April-May pulse period.

Table Al- compares total Delta exports under these scenarios for thres periods, (1) the
recent dry period from June 1936 until September 1992, (2) recent water years 1975-
1994, and (3) the historic hydrology from 1922 until 1994. For the exports projecied
under studies EBSSN-S and ERSSN-6, 1o assumption is made as to how this water is
distributed after leaving the Deltx for any of its possible uses, including delivery to expost
project iwban and agriculmral contractory, wildlife refuges or water bank to be used for
environmenta purposes. Figure At-1 summarizes average Deltz exports by month under
cach of the modcling studics,

Table Al-1 shows that, under the water g critetia ded by EWC for
implemeatation by CALFED in stage 1, average annual Delta expocts ere projected w0 be
395,000 acre-feet higher than those which actually took place under the recent historical
hydrologic conditions from 1975 to 1954, It is not possible to compare actual to projecicd
exports for the entire fistoric hydralogy, since the Delta exports projects were not
developad until the 19505 and 1960s. Dixing a repeat of the very dry conditions berween
1986 and 1992, which Ied to the most recent sharp decline in fisheries, however, average
Delta expocts under the EWC criteria are projected 10 be 774,000 acre-feet less than what
actually ocamred,

Preliminary modeling residts suggess that the additional flows in the San Joaquin River
can be achizved by allowing water to flow through tributary reservoirs during the April-
May period. The average otal flow increass of 52 TAF in April and May is offset,
through resecvair reoperation, by a (low reduction of 49 TAF in other months. Asaresult
of this reoperation, very lintle, if any, reduction in consumptive use would be required.

Blueprint for Water Supply Reliability B Blueprint for Water Supply Reliability Eod
Table Alet
Delta Export Compatison
{all values in TAF) Figure 432
:(.‘""“ . San foaquin River a1 Vemalis
D,T:' Sndy $49new Soxdy ENSSNeS | Study EBSSN-G Apnl-May Average Flaw by Year Trpe
Expots 1600 .
; Tifcreocs [Sittercnce Difference)
iPrciod laverngs |Avenge from fAverage” {from [Average {from 300 | e mres st o e e
Exports  [Expoces |Actuad  [Exporms  fActual Exports fActual
Hune 1935 -|
ISeptzmber 1979 43828 -1} 4208 T4 $342 636
1992
Kcteber
il % | s | w0 | oo
Sepnember 2 -395 s1I3 | 527
1994
Octoher
1921 -
Kepembes § NA 574 — f 2 | — 54
iad
Criical By Below Noema!l  Above Normal
Figure Al-1
Delta Export Comparison
12000 avengeof all years (1922-1994) .
Figure Al-3 . ——New Mclones
L Soody
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EDF

ENVIRONMENTAL
DEFENSE PFUND

Colyams Oghs
September 14, 1999 ey iepiad
3 D 3| l‘"l ‘;‘lcl'\l:“l*
Hon. Lester Snow, Director .
CALFED Bay-Deltx Program iy e
1316 Ninth Strecs, Room 1155

Sxcramento. CA 95815
Re: Environmeatal Water Account
Dear Lester:

AJ you know, tbe Environmeotal Defense Fund has closely followed the discussions and
g” excrsises associated with CALFED's effortt ta develop an "Environmental

Watcr Account™ (EWA) over the past year. We beliave that the fundamental component
of such an munx - xhe abthry to manage wates flexibly under mal-ume bwlopc and

and could b used in place of
at least some. dard: d, however, with seversl aspests of
CALFED's current effort to develop (hc EWA. Without significant digression int EDF's
lagal views and policy preferences, we offes the following initfal suggestions.

533 e eany wat

ws i Tbe EWA gaming exercises have muddied lb:se

ll\me ccmpcn:m: and n::daui it :mpom'ble o evaluate the environmental benefits of
dards with flexible operations. In

addition, zvaluaunz operatiopal r-kznsesto mcnzsc ‘water supply and improve water
quality under the pretext of an "Eaviroumental Water Account” is confuring at best, aad.
wil] make it very difficult for the public (o understand, and therefore SUPPKt, aay
CALFED proposal for an EWA It is certainty iate to evaluate
water supply and water quality objectives together, as camponeats of CALFED's #ater
Management Strategy, but CALFED should not be using the term “Esvironmental” with
respect to any propased increases in overall Delta exports.

Deterpige gggzzgng hageling'! 52 terix for meyjyyement oglhe };W&kwﬂl no!
be possible to account for eavi water

upeil
determined, This budnw :bwrdwﬂcd aumtcxpo:t lcvcls usder 2 broad varicty of
existing legal ard regy , insngial
obligations, and End.mwedsma Ax reqummem. (in addition, it will not be

possibla ta impl CALFED's *Bene B iple, uoless benefits cas first
be measured. Beaefits, in tum, caanot be mnsur:d uatit CALFED clearly defines the
bascline.)

Nononel Houbuacwrs Probess Cflee.

TP Avrwc Soad 1975 Cvmmarnw A1 N W RS Arogubec Ave. . Halt Muderglate
Nra YL ST IO Wadieytea OC X000 Bukr COMIDT  Kaleogh NC 207 ey Ao MA G100
Y o302 373308 N T

4 A G Aycee ¥ ron
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Hoa Lester Snow
Septamber 15. 1999
Page 2

Clarify the role of b2 witer. The CVPIA’s annual dedication of $00.000 acre-feet of
CVP yield o fishery restoration purposcs has been the subject of significant dispute
among CALFED's agencics and stakebolders. A ruling fom the U.S. District Coust
shoutd be forthcoming in the sear future, and will hopefully provide clear guidelines
under which the operations dedicating b2 water t the cavironment can be implemented.
It is our hope that CALFED agencies and stakeholders alike will be able to move forward
in accordante with the courts interpretation of the law. [f and when such a culing does
oceur, CALFED should work with the Department of the Interioc o clarify bow the b2
water aad EWA water can be used coaperatively for the maximum benefic of fisheries in
the Deita and upstream.

kut_-km__u_dmmﬂp.lmm_nﬁm CALFED recently distibuted s
draft "EWA D p S ", whicht includes a fist of

agencics, and' dividuals who wauld be bers of an EWA
Dcvclomn:n! Team. We do not belisve that it is in the public interest for CALFED to
pi {ect the holders who would ise such a ttee, bug that the

hold! should inc bow they are best 4

Thank you for considesing these views. EDF is prepared to engage constructively with
CALFED 1o develop an Eavironmental Water Account, and we believe that adbereacs to
these principles will put CALFED in a position to proceed effectively.

Smc:x:ly.

2l

Spreck Rosekrans
Scnior Analyst  °

Ce:  CALFED Policy Group
Ron Ott, EWA Project Manager

APPENDIX D
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Explanation of EEWMA Table 8.1 Reconstruction:
Analysis of Annual “New” Supply Costs
and Isolated Facility Cost Internalization

(See attached analysis.)

The purpose of the attached Table 8.1 reconstruction analysis is to clarify total costs of scenarios
and facilitate cost comparisons between scenarios. Totals are juxtaposed against the total cost of the
unconstrained scenario, along with calculations of the percentage change between the unconstrained and
preference-based scenarios. Note that the attached analysis shows costs for each stakeholder by region,
along with totals across regions at the bottom of the table.

EDF concludes that EEWMA’s Environmental scenario is not much more expensive than the
Unconstrained scenario. In fact, the Environmental scenario is more expensive than the Unconstrained
scenario in only two of the five regions. With ‘environmental preferences, costs increase by $2 million
anﬁually in the San Francisco Bay Region and $130 million annually in the South Coast Region. Total
costs in the Environmental scenario across all regions are only slightly higher — 5.16% or an absolute
annual difference of $107m ~ than the total costs of the Unconstrained scenario. These extra costs could be
internalized if prices and costs reflected ecosystem damages. The internalization of environmental costs
may offset or more than offset any increases in costs over the unconstrained scenario. We note that in the
next draft of the EEWMA, total costs of scenarios will be presented differently because water treatment

costs will be incorporated into sensitivity analyses only.

The attached analysis reconstructs Table 8.1 of the EEWMA report in the following ways:

e Correction of typos in the report and table
See the section labeled, “Notes,” at the bottom of the attached analysis.

o Calculation of total dry-year costs for all five regions of California
Table 8.1 in the EEWMA report does not present totals. The attached analysis calculates totals across

regions. Totals can be compared to each other and to the total for the unconstrained scenario.

e Calculation of percentage increase (decrease) of total costs of each scenario as compared to costs

of the unconstrained scenario
Table 8.1 does not present any analysis to show how the costs of the preference-based scenarios

compare to the costs of the Unconstrained scenario. The attached analysis calculates the percentage
increase (decrease) of each preference-based scenario over the unconstrained scenario. Note, that the
Urban Delta Exporters scenario is less expensive than the Unconstrained scenario. The negative
percentage is inconsistent with the definition of “unconstrained,” which assumes the cheapest mix of
supply options. However, the Unconstrained scenario does not include the isolated facility, which the
EEWMA report describes as cheaper than “membrane technologies,” used in the Unconstrained

scenario. EDF notes that, in the next draft of the EEWMA, total costs will be presented differently
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because water treatment costs will be incorporated into sensitivity analyses only. Also note that the

costs of the Urban In-Delta Diverters are the same as the costs of the Unconstrained because the Urban

In-Delta Diverters’ preferences are virtually similar to those of the Unconstrained.
p

Internalization of isolated facility costs
Only the San Joaquin Valley and Urban Delta Exporters scenarios include the isolated facility. The

San Joaquin Valley scenario assumes that water users cover the entire cost of the facility. The Urban
Delta Exporters assume that 75% is covered with subsidies; the rest, by the water users. The attached
analysis internalizes $26m (25% of the cost of the facility, estimated at $104m) in the Urban Delta

Exporters scenario.
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EEWMA Table 8.1 Reconstruction”:

Analysis of Annual "New" Supply Costs? and Isolated Facility Cost Internalization
Analysis of Angela Shenry, Environmental Defense Fund

Preference Stakeholders

|

Delta Agriculture ¢ Environmental San Joaquln Valley I Sacramento Valley Urban Daita Exporters Urban In-Delta Diverters J
Regions Unconstrained Deita Absolute % Environmental] Absolute % San Joaquinl Absolute % Sacramento} Absolute % Urban Delta| Absofute % Urban In-Delta] Absolute %%
(Totals In miltion $; Ag i i Costs Di Diff Valley Costs| DI o] Valley Difference | Difference | Exporters | Difference { Differece Dlveders | Ditference| Difftecence
) N Costs Costs Costs Costs
Average and marginal in $/AF)
i @ 13 14 18] ] Y] - 18] 19 {10) 111} (12 {13) na 115) (16] n?7) nel 19
@-m 3y (51-11) 16413 8)-11 oy - {11-(1 12 14)-1 sy 071-07 e
Southcoast
Total Dry-year Cost 1820 2075 255  14.01% 1950 130 7.14% 1713 -107 -5.88% 1906 86 4.73% 1661 -159  -8.74% 1820 0 0.00%
Average Supply Cost 792/ 837 45 5.68%| 815 23 2.90% 750 -42 -5.30% 807 15 1.89% 732 60 -7.58% 792 0 000%
Marginat New Supply Cost 1057 1608 552  52.22% 1151 94 8.88% 1151 94 8.89% 1265 208 19.68% 1151 94 8.89% 1057 0 0.00%
San Francisco Bay
Total Dry-year Cost 201 207 6 2.99% 203 2 1.00% 171 -30  -14.93% 202 1 0.50% 174 -27  -1343%) 201 0 0.00%
Average Supply Cost 820 * 825 5 061% 822 2 0.24% 769 -51 -6.22% 821 1 0.12% 761 -5 -7.20% 820 o 0.00%
Marginal New Supply Cost 1124 1332 208 18.51% - 1162 38 3.38%i 962 -162 -%4.41% 1124 o 0.00% 906 -218  -19.40% 1124 0 !o000%
Sacramento River
Total Dry-year Cost 0 0. N/A N/A [ N/A N/A 44 44 N/A 61 61 N/A 0 0 WA 0 0 NIA
Average Supply Cost N/A N/A N/A N/A| N/A N/A N/A 170 NIA N/A 260 NIA N/A NIA NIA NIA N/A NIA N/A
Marginal New Supply Cost N/A N/A N/A N/A NIA NIA N/A 1240 NIA N/A 1240 NIA N/A/ NIA NIA N/A N/A N/A N/A]
San Joaquin River
Total Dry-year Cost 2 7 5 250.00% 1 -1 -50.00% 93 91 4550.00% 61 59 2950.00% 2 0 0.09%] 2 0 0.00%,
Average Supply Cost 125 125 V] 0.00%, 125 0 0.00% 525 400 320.00% 365 240  192.00% 125 0 0.00% 125 0 0.00%,
Marginal New Supply Cost 130 130 0 0.00%, 130 0 0.00% 1300 1170 900.00%| 1300 1170 900.00% 130 0 0.00%, 130 9 0.00%
Tulare Lake
Total Dry-year Cosi 52 52 a 000% 28 -24 46 15% 320 268 515.38% 317 265 509.62% 52 0 0.00%) 52 1] 0 00%
Average Supply Cost 130 130 0 0.00% 130 0 0.00% 335 205 157.69% 340 210 161.54% 130 0 0.00%)| 130 o 0.00%
Mffgi!’lal New Supply Cost 210 210 0 0.00% 210 0 0.00% 1260 1050 500.00%! 1260 1050 500.00% 210 0 0.00%) 210 0 0.00%,
All Five Regions
Overall Total Dry-year Costs 2075 2341 266 12.82%) 2182 107 5.16% 2341 266 12.82% 2547 472 22.75% 1889 -186  -B.95% 2075 0 0.00%)
3
Cost of Isolated Facility 26
Overall Total Dry-year Costs .
2075 2341 66 12.82Y 167 829 2 759 -160 .7.71%* 2075 0 0.00%
Including Cost of Isolated Facility 07 266 82% 2182 107  5.16% 2341 266 12.82% 2547 472 22.75% 1915 7.71% b

Footnotes

N

. Total dry-year cost for Urban Delta Exporters in the Southcoast region reflect the number given in Table 8 1 even though the corresponding text in Section 7.4.2 indicates a different amount.

. Note that the costs in the EEWMA report do not yet include any of the subsidies imbedded in the scenarios: agriculiural price supports, 75% of the Isolated facility for Urban Delta Exporters, and matching active conjunctive use yields for the Environmental scenario.

Roger Mann of Resource Management and Economics confirmed that there is a typo in Section 7.4.2 of the report, which states that there is a $159m "increase” over the unconstrained scenario. The report should have stated that there is a $159 "decrease”.
Also note that Roger Mann suspected a typo in Table 8 1, which presents Total Dry-year cost for the Urban In-Delta Diverlers as $195m. Table 8.1 should have shown a value of $201m.

2]

. Costs in Table 8 1 of the EEWMA draft do not include the isolated facility costs of the Urban Delta Exporters, who specify that 75% of the costs are paid with subsidies; 25% by the Urban Delta Exporters.

The report uses a $104m estimate of the annual cost of an isolated facility. as explained on p. 6-9. $104m calculated as an average of estimated annual costs of a 5,000- and 15,000-cfs facility at $82 6m and $124.9m, respectively. 25% of $104m is $26m

~

The EEWMA calculates water treatments cosis with the isolated facility as lower than with “membrane technologies”.

The Urban Detta Exporters scenario is "cheaper” than the Unconstrained scenario because the Urban Delta Exporlers include the isolated facilily and the Unconsirained scenario uses “membrance technologies”.
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The California State Water Project (SWP):
A Preliminary Investigation of Financing and Subsidies

Draft, August 1998

Christopher LaFranchi

1. Introduction

Methods used to finance SWP infrastructure have and continue to partially determine the
scope and magnitude of such developments and concomitant environmental impacts.
Financing methods influence the way costs are recovered and water prices, both of which
act to affect the demand for water and the infrastructure developed to supply it'.
Contracting principals -- dictated by financing methods -- determine which costs are
accounted for and how they are allocated. Water prices and cost allocation structure send
signals to reduce or enlarge the size and number of developments. Consequently, finance
has influenced the way water infrastructure development has changed California’s
landscape and ecosystems.

This working paper focuses on two aspects of SWP financing that may have influenced
the above-cited developments: methods used to account for project costs; and, the way
taxpayers helped fund such projects, especially when subsidies were involved.

Overall, this work is part of an on-going effort to establish a clearer picture of the true
costs of supplying water to California, who has paid how much thus far into the full
development scheme, and benefits received. It focuses on three objectives: 1.)
summarizing and describing SWP capital/operating finance; 2.) describing how
contracting principals and legal mechanisms put into place at the onset of the project
established cost allocation, influenced water prices, and did not require consideration of
at least some project outcomes that have significantly transformed California’s landscape;
and 3.) estimating possible financial subsidies associated with the project.

In terms of the CALFED process, it supports discussion of the “benefits-based approach”

that plays a role in the program’s effort to develop an equitable and comprehensive
solution.

2. The Financial Status of the SWP

Following is a profile of SWP financing derived primarily from O’Connor (1994) and the
State of California Department of Water Resources (DWR, 1997) -- Bulletin 132-96.

' Several related issues are listed in Appendix C.
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Passing by narrow margin in 1960, Proposition 1 resulted in development of the SWP, a
system of 27 lakes and reservoirs, about 700 miles of canals and pipelines, and 27
pumping and/or power plants. Of California’s yearly average developed supply of 36.5
million acre feet (MAF), the SWP annually supplies about 2.8 MAF on average (in
contrast, the CVP supplies, on average, about 7.5 MAF annually). California receives a
total of about 63.7 MAF of water each year. The remaining 27.2 MAF is described as
“dedicated natural flow” (O’Connor, 1994).

Currently, 29 contractors receive SWP water entitlements; however, the entitlements of
two interests make-up the bulk of total entitlement volume. Agricultural interests in Kern
County and the Metropolitan Water District of Southern California are entitled to just
over | and just over 2 MAF, respectively.

All project costs fall into two categories: capital costs and operating expenses. Capital
costs are one-time costs associated with funding one or more elements of SWP
infrastructure. About 75% of capital costs are debt-financed using bonds (See Appendix
A for bond sale schedule); the remainder are funded by a California Water Fund
(generated by leasing state land) and “other” sources (described in Figure 1 below). Al
principal and interest payments (debt service on capital costs) are treated as an
operating expense.

Between 1964 and 1996, 12 different bond series have been floated to finance SWP
capital development (see Appendix A for interest rates, dates of sale). Operating
expenses consist of money needed to service debt on bonds sold to finance capital, and
recurring costs associated with normal operation and maintenance of water storage,
conveyance and associated power-generating infrastructure.

Figure 1.

SWP capital financing -- about $5.1 billion (as of 1993)

SOURCE: " AMOUNT (billions): SHARE:
California Water Fund 0.51 10%
Initial Project Facility Bonds 1.45 28%
Power Revenue Bonds 1.16 23%
Water System Revenue Bonds 1.21 24%
*Qther 0.74 15%

*QOther includes:
» Proceeds of Davis-Grunsky Act Bonds;
o Federal Payments for SWP capital expenditures; and
s  Appropriations for capital costs allocated to recreation.

(source: O’Connor, 1994)

Operating Expenses (including debt service)
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As of 1996, the DWR has financed almost $9 billion in SWP operating expenses. Two
pie charts and attached text illustrate breakdowns of expenses and project revenues.
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Figure 2

SWP Water Project Expenses -- 1952-1996 (about 8.954 billion)

Breakdown of Project Expenses

interest
37%

OM&P
39%

replacement reserves

principal - special reserves! %
11% capital/misc. operating 6%
6%

(source: Bulletin 132-96, Table 15-2)

DEFINITIONS --

OM&P: project operations, maintenance and power costs

replacement reserves: deposits set aside for replacing existing SWP facilities -- 40.8 million
spent as of 1994 for replacement costs

special reserves: related to revenue carryover from prior years used for construction in current
year (see p. 248 of the bulletin for details

capital resource and miscellaneous operating expenditures: costs paid up-front by some project
participants who opted to pay their share of construction costs without using debt instruments
principal: original debt-financed sum (about 5.1 billion)

interest: interest paid on original debt-financed sum
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Figure 3

SWP Water Project Revenues -- 1952-1996 (about 9.235 billion)

Breakdown of Project Revenues

miscellaneous
capital resources revenues 1%
8%
recreation costs

interest ear%s
. 4%
Bavis-Grunsky
0%
revenue bond proceeds
5%

Croville-Thermalito

3%
Federal payments
1%

w ater contractor payments
77%

(source: Bulletin 132-96, Table 15-2)

DEFINITIONS --

capital resource revenues: includes federal payments for SWP capital, appropriations to
recreation, payments from LA Dept. of W&P for Castaic Power development, advances from
water contractors, appropriations prior to the Burns-Porter Act, and investment earnings (capital
resources account, unexpected revenue bond proceeds) -- more information on p. 242 of the
bulletin

federal payments for project operating costs: payments made according to agreement (1961)
between California and the United States providing for DWR to operate and maintain the San
Luis Joint-Use Facilities -- more information on p. 245 of the bulletin

(continued on next page)
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recreation costs: appropriations made under the Davis-Dolwig Act for operating costs allocated
to recreation... specifically, monies from the General Fund necessary for enhancement of fish

and wildlife and recreation -- more information on p. 245 of the bulletin

local payments under Davis-Grunsky: payment for 52 million in loans dispersed up to 1994
revenue bond proceeds: classified as special reserves

interest earnings: interest earned on unexpended proceeds form sale of go bonds, operating
reserves and other short-term investment earnings on SWP revenues

Oroville power: these are payments (from PG&E, Southern California Edison, and the San Diego

Gas and Electric Co.) under the Oroville-Thermalito power sale contract

miscellaneous: ~all other operating revenues™

Figures 2 and 3 present the breakdown of expenses and revenues up to 1996. Table 1
below contrasts revenues and expenditures through 1995 with projected expenses and

revenues from 1995 to 2010.

TABLE 1

SWP Expenses and Revenues

current and projected expenses

total operating expenses and debt service project expenses: 4.63
(1952-1995): payment of debt service: +4.32

total 8.95 billion
total (projected) expenses and debt service project expenses: 9.53
(1952-2010): payment of debt service: _+8.42

total 17.95 billion

estimated annual payments for operating
expenses and debt service (1994-2010):

500 to 700 million

current and projected revenues

total operating revenues (1952-1995):

water contractor payments: 7.06

miscellaneous revenues: 1.39
capital resource revenues: +0.79
total 9.24 billion

total (projected) operating revenues (1952-

2010):

water contractor payments: 16.90
revenue bond adjustments: (0.53)
management adjustments: (0.50)
miscellaneous revenues: 1.70
capital resource revenues: +0.79

total 18.36 billion

net revenues

1952-1995

281 million

1952-2010

413 million

application of net revenues

1952-1993

CWF repayment:

used for capital expenditures: 49 m.

233 m.

1952-2010

CWF repayment:
used for capital expenditures:

296 m.
117 m.
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[ (source: Bulletin 132-96, Table 15-2)

—

Figure 4 below is a profile of the planned debt service repayment schedule associated

with bonds issued to finance reimbursable costs (see the next section for a description of
reimbursable and nonreimbursable costs). The primary source for this profile is Table

horizon (1964 to 2029) -- 1996 is year 33 of this period. At the end of that period, total
principal and interest payments (bond-financing only) will amount to about $4.4 and $6.3
billion, respectively (about $10.7 billion total). In 1996, about $1.1 billion of principal
and $3.5 billion in interest had been paid (about 4.6 billion total).

Figure 4

3.

Annual Debt Service Payments (past and projected)
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SWP Contracting Principals and Cost Allocation

The former Governor E. Brown'’s contracting principals, described in chapter 2 of
O’Connor (1994), established the financing framework for the SWP in 1960. They
determined several elements of water development including:

the terms for repayment of capital costs;

which costs are accounted for and how such costs are derived;

how costs are separated into reimbursable and nonreimbursable;

methods used to allocate costs among project beneficiaries (also known as project
purposes); and
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e the basis for contract negotiations that affect the prices water contractors pay.
Allocating and repaying capital costs

The thrust of contracting principals is that those who benefit from the project should pay
for the project -- a theme consistent with the stated objective of the CALFED Bay-Delta
program and exemplified by principal one:

I3 Charges for water must insure the return to the State of all reimbursable
project costs, with interest, and must at the same time provide for equitable
allocation of costs to the individual contractors.

Dividing costs between reimbursable and nonreimbursable has signiﬁcant consequences
in terms of allocating costs between the private and public sectors. Also relevant to the
public sector is that the principals require the return of costs with interest, but not

necessarily at market interest rates.

The principals define the entities that receive benefits from the project and thereby are
required to pay back its costs. Three beneficiaries -- called project purposes -- include
water users (water supply and power generation), recreation and fish and wildlife, and
flood control beneficiaries.

A portion of capital costs is allocated by the DWR to each purpose using a complex set of

criteria (that have not been revisited in more than 15 years). Costs associated with
recreation and fish and wildlife, and flood control are paid for using public funds and
therefore termed nonreimbursable. Costs allocated to water users are termed
reimbursable and subject to repayment. To date about about 75% of repaid capital costs
are reimbursable, 25% nonreimbursable. At the end of the debt service repayment
schedule, however, this ratio is projected to be approximately 90% and 10%, respectively.

TABLE 2
Cost Allocation Among Project Purposes:
total reimbursable and non-reimbursable capital costs

(source: Bulletin 132-96, Table 15-3, p. 184)

PROJECT PURPOSES incurred plus future** percent of total**
: expenditures (thousands) (incurred plus future)
water supply and power $4,840,431 90.6
generation
flood control $78,180 1.5
recreation and f/w enhancement $198,402 3.7
other* $224,656 4.2

*unassigned costs such as planning costs, joint costs assigned to the federal government, and costs to Davis
Grunsky act program

**note: these columns presents the expected percent of total capital costs allocated to each of the project
purposes when full payment is achieved. Presently, water supply and power generation accounts for about
75% of payments made as of about 1993.
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Allocating the “cost” of environmental impacts

In the process of allocating costs to beneficiaries, the DWR chose to recognize some
project results (by attaching costs/benefits to them) and assume away others. For
example, the DWR appropriated capital/operating costs to recreation (a nonreimbursable
cost paid for with public funds), acknowledging the recreational benefits created as a
result water infrastructure development.

Environmental effects or “costs” of water facility construction were not allocated by the
DWR to direct beneficiaries of the project -- at the project inception or thereafter. The
following quote from O’Connor (p. 24) illustrates how these costs were assumed away
when the project was conceived:

“It is important to note, however, that the DWR separates the costs after it has
made the decision to build the particular facility. That is, the DWR does not
consider the environmental effects of building the facility when allocating costs
among purposes. Take, for example, when the DWR allocated costs for Oroville

Dam. The DWR s calculations on the benefits to fish and wildlife did not take
into consideration the fact that building the dam would have an effect on the then
existing environment. Nor did anything require them to. However, if the DWR
had netted the effect on fish and wildlife of building the dam with the benefits, the
DWR would likely allocate less costs to fish and wildlife.”

Such project results are, in part, irreparable and involve costs that could be incurred
indefinitely. As part of the CALFED process, public funds are now being allocated to
address the environmental effects from SWP development.

Although these effects were not accounted for at the project inception, there are actions
and expenditures which serve to implicitly account for impacts and costs associated with

them:

1.) It is now necessary to allocate resources to attributes of the environment that,
prior to SWP development, did not require such allocations;

2.)  Public/private funds are used to pay the cost of allocating such resources to
attributes of the environment; and

3) Public/private funds are being used to mitigate the environmental costs resulting
from initial SWP development costs that were assumed away, and for environmental
costs associated with normal SWP operation.

There are two identified ways in which direct beneficiaries (water contractors) are paying
to prevent/mitigate environmental costs: 1.) by paying some portion of costs associated
with changes in engineering and operational controls designed to avoid damage to the

C— 16233

C-116233



environment; and 2.) contributing some portion of the expenditures allocated by the
DWR to mitigation activities’.

Contracting principals and the price of water

Contracting principals define the composition of water charges employed to recover the
cost of providing water to contractors. Contractors pay the sum of fixed costs (that do not
vary with the volume of water deliveries) and variable costs (charges per unit of water
delivered). About 20 to 30 percent of water charges are variable and 70 to 80 percent are
fixed (O’Connor, 1994). Consequently, most of the cost paid by contractors for SWP
water is not related to the portion of their entitlement they receive in a given year. This
means that while the total cost of water increases with each additional unit delivered, the
average price per unit goes down proportionally much more. Hence, water contractors
who want to pay the lowest per unit price for water are encouraged to receive as much of
their entitlement as possible.

Several other points made by O’Connor (1994) are notable:

e contractors often sign for more annual entitlement water than they expect to receive --
even though the DWR allocates 70 to 80 percent of the contractor’s bill based on
contractual entitlements (implying that either entitlements have intrinsic value or that
some contractors are paying more than others for an equivalent amount of water);

s contractor’s bills exhibit an upward trend that is generally not matched by increased
water deliveries.

4. Subsidies

Background

Initial findings suggest three sources of subsidization: 1.) subsidized interest rates
associated with general obligation bonds used to finance the project; 2.) the California
Water Fund (CWF) -- also known as the Tideland Oil Revenues; and 3.) so-called “other”

sources.

? Expenditures include funds to implement fishery projects to replace fish lost at the intake facilities since 1986. and
$15 million allocated for additional projects to compensate for substantial fisheries losses prior to 1986, according to
Chapter 5 of Bulletin 132-96. It could not be determined from the bulletin whether these costs are recovered and, if so,
how costs are ailocated among project purposes. Also, mitigation activities are ostensibly limited to fisheries and do
not attempt to address other forms of environmental damage (e.g., habitat loss, etc.)

10
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General Obligation Bonds

GO bonds are tax exempt and backed by the full faith and credit of the federal
government. As such they reflect interest rates that were consistently lower than market
rates.

About 75% of SWP capital costs (about $4.4 billion) are financed using these bonds. The
anticipated repayment schedule is over 65 years, according to Bulletin 132-96 (the
repayment schedule for each bond series varies from about 25 years to about 60 years).
Even a small bond point spread produces a substantially different interest payment
because it involves a large sum financed over 635 years.

Table 15-11 of the bulletin displays annual debt served on bonds sold through June of
1996. Under “Grand Total” it indicates that a principal of about 4.4 billion will be paid
back by 2029 with an interest payment totaling about 6.3 billion. Table 15-9 presents
bond sales and project interest rates, by date of sale. A project interest rate of about 4.6
percent is defined as an amount determined by dividing cumulative interest costs by
cumulative dollar-years and expressed as a percentage.

To estimate the subsidy, a repayment schedule was recreated using the annual debt
service schedule on bonds from Table 15-11 of the Bulletin (see Appendix B). Using the
schedule for bond sales, annual principal remaining was derived for the 65-year
repayment period. Hypothetical market interest rates of 6 and 8 percent were then
applied to the debt service schedule. Total interest payments for hypothetical rates were
calculated and are compared to the total interest payment for the SWP.

TABLE 3
Estimate of Financial Subsidy Associated with Issuance
of General Obligation Bonds*

4.6% 6% 8%

(project interest

rate)
total interest $6.11 billion $7.94 billion $10.58 billion
payment
difference between | -- $1.83 billion $4.47 billion
government
sponsored bonds
and hypothetical
market interest rate

*based on a principal remaining schedule that is in turn based on the past and projected repayment
schedule for bonds issued between 1964 and 1996

11
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The California Water Fund (CWF)*“Other” Sources

California Water Fund, generated by leasing state lands for oil production, is subject to
repayment -- but without interest.

The fund’s 504 million represents about 10 percent of the total source of SWP capital
funds. Forgone interest is the subsidy provided. Interest that would have been paid on
the CWF was estimated using the same method employed to estimate financial subsidies
associated with general obligation bonds (using the same debt service schedule).
Assuming an interest rate range of between 4.6% (the “project” rate) and a hypothetical
market rate of 7%, total estimated interest payment amounts to $0.76 and $1.1 billion,
receptively. This suggests that SWP capitalization has been subsidized by roughly one
billion dollars in forgone CWF interest payments’.

The opportunity cost of the public funds, while not a financial subsidy, is notable®.

’ An alternative estimate of the interest subsidy can be obtained by looking at the rebate schedule in the draft
environmental documentation for the Monterey Agreement. Apparently, the repayment is an estimate of the monetary
value of the interest on the fund’s 504 million.

* For example, if the fund had been invested somewhere else and earned, say, 7.5%. it would now be worth about 6.81
billion. Note that in 1993, about 176 million of the fund had been repaid -- toward a sum that, if invested, could have
been worth almost 7 billion to the public today.
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“QOther” Sources

Moreover, “other” sources of capital funds (O’Connor, 1994) account for about 15% of
the total source of capital funds. In this case the “other” is: Davis-Grunsky Act Bonds,
Federal payments for capital expenditures, and appropriations for capital costs allocated
to recreation. Therefore. capital costs of the SWP (about 5.1 billion) were offset by as
much as 25% by these “other” sources and the CWF-- all for a cost to water users of

about 176 million, as of 1994,

With reference to the “other” sources, federal payments and appropriations are public
funds not subject to repayment. The Davis Grunsky Act monies, although subject to
repayment, contain inherent subsidies. The act consists of 130 million reserved from the
1.75 billion made available through the Burns-Porter Act (monies are paid from the
California Water Resources Development Fund and the CWF -- breakdown unknown).
Loans were made at the current interest rate, prior to 1967, and fixed by the legislature at
2.5% thereafter. The maximum repayment period was set at 50 years; however, initial 10
year deferments -- with the accumulated interest amortized over the repayment period --
were granted to some agencies. A quantitative estimate of this potential public subsidy
was not made.
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APPENDIX A

BONDS SOLD (through June 30, 1996)

thousands of $

Date of Sale Principal Interest
(each date represents a series)

1964 1,582,400 2,387,246
1968 244 995 246,552
1973 139,165 283,872
1980 106,510 205,123
1982 423,817 604,254
1983 74,855 118,657
1983 46,695 84,798
1983 156,773 232,447
1983 59,335 106,357
1986 437,917 600,737
1987 1,082,556 1,427,419
1996 32,000 40,903
TOTAL 4,387,018 6,338,365

(source: Bulletin 132-96, Table 15-11)
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Year
64
65
66
87
68
69
70
71
72
73
74
75
76
77
78
79
80
81
82
83
84
85
86
87
88
89
90
91
92
a3
94
95
96

(Continued on next page)

Total
3333
11114
16742
26912
41636
57909
66436
76180
83520
92628
94610
96442
98482
101593
108032
113908
114630
121800
143647
185514
181011
184842
187122
198724
202737
231885
213587
230206
240256
239212
337432
228186
252196

APPENDIX B

Bond Debt Service Schedule

Principal

[eNeoNoNoNoNoNoNel

1260
2530
4400
6475
8555
11835
18475
25235
19315
22935
37170
42530
33385
46365
42095
45565
44855
76981
54255
58705
75165
72080
169191
65139
69270

thousands of §

Interest P remain.

3333
11114
16742
26912
41636
57909
66436
76180
82260
90098
90210
89967
89927
89758
89567
88673
95315
98865

106477
142984
147626
138477
145027
153159
157882
154904
159332
171501
165091
167132
168241
163047
182926

1582400
1582400
1582400
1582400
1827395
1827395
18273895
1827395
1826135
1962770
1858370
19561895
1943340
1931805
1813030
1887795
1974990
1952055
2338702
2633830
2600445
2554080
2949902
3986893
3942038
3865057
3810802
3752097
3676932
3604852
3435661
3370522
3333252

| remain.
6338365
6335032
6323918
6307176
6280264
6238628
6180719
6114283
6038103
5955843
5865745
5775535
5685568
5595641
5505883
5416326
5327653
5232338
5133473
5026996
4884012
4736386
4597909
4452882
4299723
4141841
3986937
3827605
3656104
3491013
3323881
3155640
2992593
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ACTUAL
4.62%
I accum.

73122.7
73122.7
73122.7
73122.7
84443.92
84443.92
84443.92
84443.92
84385.7
90699.6
90496.28
90197.07
89801.74
89254.85
88401.12
87235.01
91264.29
90204.46
108071.4
121709.3
120166.6
118024
136315
184234.3
182161.6
178604.3
176097.2
173384.4
169911
166580.2
158761.9
155751.8
154029.6

HYPO. 1
6%

I accum.
94044
94944
94944
94944
109643.7
109643.7
109643.7
109643.7
109568.1
117766.2
117502.2
117113.7
116600.4
115880.3
114781.8
113267.7
118499.4
117123.3
1403221
158029.8
156026.7
153244.8
176994.1
239213.6
236522.3
231903.4
228648.1
225125.8
220615.9
216291.1
206139.7
202231.3
199995.1

HYPO. 2
8%

| accum.
126592
126592
126592
126592
146191.6
146191.6
146191.6
146191.6
146090.8
157021.6
156669.6
156151.6
155467.2
154520.4
153042.4
151023.6
157999.2
156164.4
187096.2
210706.4
208035.6
204326.4
235992.2
318951.4
315363
309204.6
304864.2
300167.8
294154.6
288388.2
274852.9
269641.8
266660.2
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Principal
80837
83010
86590
90545
94930
98830
94622
99515
102980
107460
112375
132960
140241
147195
154275
161880
136055
138110
127905
121555
115457
107585
103940
109470
106000
104930

84160

81885

61635

45035

40280

29610

Projected Schedule...
Year Total

97 259505
98 - 257170
99 256235
0 255424
1 254828
2 253213
3 243353
4 243036
5 241117
6 240127
7 239368
8 254125
9 254240
10 253631
11 252726
12 251832
13 217115
14 212396
15 196217
16 182479
17 170169
18 156286
19 146814
20 146635
21 137441
22 130884
23 104526
24 97383
25 72300
26 52398
27 45332
28 32667
29 32917

31295

APPENDIX B

(continued)

Interest P remain.

178668
174160
169645
164879
159898
154283
148731
143521
138137
132667
126993
121165
113999
106436
98451
89952
81060
74286
67312
60924
54712
48701
42874
37165
31441
25954
20366
15498
10665
7363
5052
3057
1622

C—1 16240

3252415
3169405
3082815
2992270
2897340
2798410
2703788
2604273
2501293
2393833
2281458
2148498
2008257
1861062
1706787
1544907
1408852
1270742
1142837
1021282
905825
798240
694300
584830
478830
373900
289740
207855
146220
101185
60905
31295

0

I remain.
2809667
2630999
2456839
2287194
2122315
1962417
1808134
1659403
1515882
1377745
.1245078
1118085

9969820
882921
776485
678034
588082
507022
432736
365424
304500
249788
201087
158213
121048
89607
63653
43287
27789
17124
9761
4709
1652

SUMS:

ACTUAL
4.62%

| accum.
150294.1
146458.2
142456.9
138272.8
133886.1
129314.5
124942
120343.5
115584.7
110619
105426.2
§9282.09
92801.56
85999.68
78870.63
71390.15
65103.05
58720.99
52810.5
47193.44
41858.17
36886.67
32083.6
27024.99
22126.73
17277.92
13388.89
9604.98

6756.826 |

4675.759
2814.42
1446.142
0

6111724

HYPO. 1
6%

| accum.
185144.9
190164.3
184968.9
179536.2
173840.4
167904.6
162227.3
156256.4
150077.6
143630
136887.5
128908.9
120495.4
111663.7
102407.2
92694 .42
84531.12
76244.52
68570.22
61276.92
54349.5
47894 .4
41658
35089.8
28729.8
22434
17384.4
12471.3
8773.2
6071.1
3654.3
1877.7
0

7935587

HYPO. 2
8%

I accum.
260193.2
253552.4
246625.2
239381.6
231787.2
223872.8
216303
208341.8
2001034
191506.6
182516.6
171879.8
160660.6
148885
136543
123592.6
112708.2
101659.4
91426.96
81702.56
72466
63859.2
55544
46786.4
38306.4
29912
23179.2
16628.4
11697.6
8094.8
4872.4
2503.6
0

10580782
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APPENDIX C

The following issues are relevant to finance principals, although they may not be directly
addressed in this paper: ‘

o there is a relatively great geographical variation in the way water is distributed and
priced in California;
as state-wide water demand increases, supply is contracting;
development of some proposed water infrastructure may not be viable without use of
public funds;

¢ water shortage in the state is exacerbated when the demand for water grows and the
price does not reflect the true costs of extraction, impoundment, and conveyance
(researchers at the University of California at Davis are currently estimating the
shadow price of water);

e when water itself is not priced, or when the cost of water does not represent the cost
of extraction, impoundment, and conveyance, price signals that would exist when
supplies are becoming depleted do not act to curtail demand;

e water entitlements that prevent direct competition for a scarce resource inhibit the
most efficient use of already developed supplies (e.g., if entitlements were stripped
and all interests competed on a level playing field for available supplies, the prices
paid by some water agencies with entitlements would be much higher).
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3ARBARA BOXER COMMITYEES
CALSORN.A SUOGET

ENVIRONMENT
AND PUBLIC WOAKS

Wnited Drates Senate roneon nearons

HART SENATE OFFICE BUILDING
SUITE 112
WASHINGTON, DC 20510-0605
{202) 2243553

senator@boxer.sanate.gov
hitp://boxer.sanate.gov

August 24, 1999

Lester Snow, Executive Director
CALFED

1416 9th, #1155

Sacramento, CA 95814

Dear Mr. Snow:

I am writing to ask you for clarification with respect to a
serious matter that has recently been brought to my attention.

As you know, I have long been an active supporter of the
Central Valley Project Improvement Act, the Bay-Delta Accord, and
the whole CALFED effort to develop a forward-locking, multi-
objective and comprehensive plan for California’s water future.

I have repeatedly called for all parties to “stay at the table’
and continue to work toward a mutually agreeable solution. I also
have opposed particular projects, such as Auburn Dam and the
Peripheral Canal, both of which I believe to be unnecessary,
polarizing and environmentally damaging.

It has been my impression that CALFED was in basic agreement
with these views. Auburn Dam has been explicitly excluded from .
consideration as a surface storage project by CALFED. And, in the
December 18, 1998 Reviged Phase II Report CALFED had set out a
seven-year planning process which explicitly deferred any
decision on a Peripheral Canal until a carefully devised study
program, assessing water quality, fishery improvement and other
factors, had been completed. The media has widely reported that
consideration of a Peripheral Canal is terminated for now, and
you have been quoted as saying it is not part of the preferred
alternative.

The recent June 1999 Revised Phase II Report, however,
states that, subject to certain conditions, "a pilot screened
diversion [of significant size and which I am told is on the
alignment of the Peripheral Canal] would be constructed" and that
its operations would then be evaluated in years five to seven of
the CALFED Program. :

'

Could you please clarify for me whether CALFED intended to

change its position on the Peripheral Canal and Delta conveyance

between December and June? If no change was intended, please so

state and indicate that the December 1998 agreement with respect
1700 MCNTGIOMERY STREET 312 NCRTH SPRING STREET 8580 CAPITIL MALL 1130 0" STAEEY 500 "B STREET 20° NOR™H E STREZT
SuITE 242 SULTE 1748 SUITE 6944 SUITE 2450 SUITE 2240 SUITE 213
SAN FRANC SCO CTA 94111 LOS ANGE.ZS CA 90012 SACRAMENTO. CA 95814 FRESND CA 83721 SAN DIEGO, CA 32101 SAN BERNARQ'ND CA 37337
‘4 & 403-0°0C (2131 894-5000 1916) 448-2787 (539) 497-5113 613] 2333884 909, 888-253%

PHUMTED ON RCEvOLED PAPRH
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Mr. Lester Snow
August 24, 19959
Page Two

to the Peripheral Canal is still operative. If there has been a
change, please inform me what the basis is for that change and
describe the ways in which the relevant stakeholders were
informed and consulted about this change.

Thank you for your prompt response to this inquiry. As you
know, comments on the pending EIS/EIR are due in late September
and hearings are underway on the plan. It would help all
involved to know what CALFED'’s views are on this matter as soon
as possible. Please direct your response to my San Francisco
office, ATTN: Sam Chapman.

United States Senator

cc: Regional Administrator Felicia Marcus, EPA
Interior Secretary Bruce Babbitt
California Resources Secretary Mary Nichols
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Do~ YOUNG. CramMan

H.%. House of Representatives

Comnmittee on Vesources
WHashington, BE 20515

August 26, 1999

Mzr. Lester Snow

Executive Director

CALFED Bay-Delta Program
1416 Ninth Street, Suite 1155
Sacramento, CA 95814

Decar Lester:

[ know that you are aware of the recent press reports that the CALFED documents released on June
25, 1999 indicate that CALFED is strongly considering policies that may lead to construction of a
significant conveyance facility between Hood and the Mokelumne River, beginning perhaps as early as
year 5 of Stage 1. Specifically, the “Preferred Program Alternative” discussion on page 109 of the
“Revised Phase II Report” identifies “a screened diversion of up to 4000 cfs” as a component of the
Conveyance Program. This project is referred to in several other locations in the CALFED documents
as a diversion at Hood or a “pilot screened diversion” (PSD).

I understand that no final decisions have been made, no funds have been committed, and that many
conditions and findings would have to precede construction of such a facility. However, the financial,
environmental, and political implications of building such a large canal in this arca of the Delta are

substantial and troubling.

Obviously, the comparisons of the PSD to the first reach of a Peripheral Canal (of any size) are
inevitable if for no other reason than the proposed canal alignments are quite similar. If CALFED is
proposing construction of any new diversions and conveyances from the Sacramento River, of
whatever size, [ want to be sure I have a clear understanding of exactly what projects are on the table,
and why CALFED planners believe construction might be justified. As exemplified by the proposed
4,000 cfs pilot screened diversion, it appears decisions on conveyance projects are being driven
primarily by the desire of CALFED planners to satisfy drinking water agency demands for increased
supplies, including substantial amounts of Sacramento River fresh water,

This letter identifies significant issues affecting CALFED’s decision to include the 4,000 cfs “pilot
screened diversion” (pagel30, Revised Phase II Report, June, 1999) as part of the “Preferred Program
Alternative”, I have referenced the CALFED documents to indicate how it is possible to conclude that
CALFED policies appear to many to virtually presume the construction of a large water diversion and
conveyance facility on the Sacramcato River near Hood, and perhaps even to the Peripheral Canal.

[ request your written response to these concems no later than September 15, 1999.

hitpJ/iwvww.house.gov/resources/
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1. CALFED’s June, 1999 reports ciearly show that construction of a2 4,000 cfs diversion at
Hood is planned for Stage 1, assuming certain conditions are met. The capacity of this proposed
canal is significantly larger than the largest watcr supply canals serving the largest Bureau of
Reclamation Projects (for example, the Central Arizona Project), and it is nearly as large as the
capacity of the Delta-Mendota Canal (4,600 cfs).

1.1 How was the diversion rate of 4,000 cfs determined? What agencies and/or
stakeholder representatives participated in selecting this diversion rate?

1.2 By what specific method would CALFED measure whether the Hood diversion could
be constructed without ''adversely affecting fish populations,'’ within the meaning of
paragraph 3 of the North Delta Improvements section on page 130 of the 6/99 Revised
Phase 11 Report? Does this language mean, for example, that if any developmental
stage of an endangered species would be entrained or injured by a Hood diversion that
neither that diversion nor the remainder of the Peripheral Canal (also called the
Isolated Conveyance Facility) would be constructed?

1.3 Please explain exactly how the Hood diversion would improve the North Delta.

1.4 Of what specific benefit would the Hood diversion be to drinking water quality?
Please provide capies of all expert opinions and supporting documents with references
to page numbers.

1.5  What is the anticipated cost of a 4,000 cfs North Delta Improvement Pilot Project
Hood diversion, including fish screen and, if applicable, pumps? Please show all
individual cost items and the bases for these calculations.

1.6  Specifically locate the endpoints and alignment of a 4,000 cfs Hood diversion, provide
plot maps and exact property descriptions inciuding all County Recorder parcel
numbers, identify the current owners of the property, and state whether, in what
manner, and at what cost they have made or would make this property available to
CALFED or to a consiruction agency acting pursuant to a CALFED directive:.

1.7  Specifically locate the endpoints and alignment of the Isolated Conveyance Facility,
provide plot maps and exact property descriptions including all County Recorder
parcel numbers, identify the current owners of the property, and state whether, in
what manner, and at what cost they have made or would make this property available
to CALFED or to a construction agency acting pursuant to a CALFED directive.
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1.8

1.9

1.10

If there is any significant difference between the endpoint and/or alignment of the
4,000 cfs Hood diversion and the endpoint and/or alignment of the first segment of the
Isolated Conveyance Facility, describe those differences in detail and provide maps
which specifically depict those differences.

Please describe specifically the sources for all monies CALFED intends using to
evaluate, plan, and construct the 4,000 ¢fs Hood diversion, including fish screen and,
if applicable, pumps, and state the dollar amount anticipated from each source and
the fiscal year of each expected receipt and expenditure.

Describe the specific measurement process CALFED intends to use to determine
whether or not there has been ''fisheries recovery’’ within the meaning of the Isolated
Facility Component section on page 131 of the 6/99 Revised Phase II Report and
identify the document and page where this methodology appears in the EIS/EIR.

2. The 4,000 cfs pilot conveyance facility was not identified as part of the Draft
Implementation Pian and Revised Phase II Report dated December 18, 1998. That document
contemplates a facility half the size of the June, 1999 project, and it is shown as an gvalyation, not as 4

construction project for Stage 1:

2.1

2.2

“9. Evaluate whether a 2,000 cfs screened diversion from the Sacramento River
at Hood to the Mokelumne River can be constructed to improve or maintain
central Delta water quality, without compromising fish protection achieved by
operation of the Delia Cross Channel or creating other adverse fishery impacts. ™
(pages 110-111, Revised Phase Il Report, December 18, 1998).

Who made the decision between December 18, 1998 and June, 1999 to double the size
of this facility? How was it decided that the project “would be constructed”
beginning perhaps as early as Year 5 of Stage 1, rather than simply “evaluated?”

Was BDAC consulted regarding these decisions? Which stakeholder groups,
including representatives of urban drinking water supply agencies, were co nsulted,
and when were meetings or conversations conducted?

3. Information provided to Congressional offices and staff following the release of the
CALFED Draft Programmatic Environmental Impact Statement/Environmental Impact
Report (June, 1999) failed to highlight the 4,000 cfs pilot screened diversion project. In fact, a
document distributed to Congressional staff entitled “Recent CALFED Program Refinements”. dated
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June 23, 1999, identified eleven distinct and substantive changes that were made between December
18, 1998 and June, 1999, but the 4,000 cfs pilot screened diversion at Hood was not included in this
list.

31 Why were the substantial changes to this facility between the December and June
drafts not identified or discussed when the June, 1999 documents were released?

4. The decision to proceed with construction of the 4,000 cfs screened diversion pilot project
will be based in large part on whether CALFED attains its own drinking water goals:

“If the Water Quality Program measures are consistently not achieving drinking
water quality goals, and the evaluation demonstrates that a screened diversion of

up to 4000 cfs would help achieve those goals without adversely affecting fish
populations; [sic] a pilot screened diversion would be constructed.” (Page 109,

Revised Phase I Report, June, 1999)

This requirement creates a clear linkage between CALFED’S own drinking water quality
goals and construction of the 4,000 cfs pilot screened diversion and naturally invites questions on
the validity of this linkage and whether CALFED’s measures will or will not achieve its drinking water

quality goals.

5. Appendix ""D* to CALFED’s 6/99 Water Quality Program plan and other portions of the
June, 1999 documents contain a Stage 1 source water target for bromide of <30 micrograms
per liter. According to Footnote I/ on page D-8 of the Water Quality Program Plan, this
target for bromide levels at the drinking water intakes was recommended by a panel of
experts convened by the California Urban Water Agencies (CUWA)

5.1 Why has CALFED decided to focus almost exclusively on source water constituent
levels rather than on treatment measures which could also afford protection of the
quality of drinking water?

5.2  Why does CALFED characterize its source water goals, which would measure not the
quality of post-treatment drinking water but in-Delta constituent levels, as drinking
water goals and drinking water quality targets?

5.3  Has the Environmental Protection Agency promulgated any standards or criteria for
bromide levels at the intakes of water supply systems?
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54

3.3

5.6

5.7

Are the Drinking Water Quality Targets for Parameters of Concern, which are listed
in Appendix D of CALFED’s 6/99 Water Quality Program Plan Report, the same as
CALFED?’s drinking water quality goals referred to in paragraphs 2 and 3 of the
North Delta Improvements section on page 130 of the 6/99 Revised Phase I Report?
If not, set forth those drinking water quality goals, and identify the documents and
pages where they are they listed in the EIS/EIR.

Describe the specific measurement process CALFED would use to determine whether
or not it has made "adequate improvements toward CALFED’s drinking water quality
goals' within the meaning of paragraph 2 of the North Delta Improvemenits section
on page 130 of the 6/99 Revised Phase II Report, and identify the document and page
number where this methodology appears in the EIS/EIR.

Describe the specific measurement process CALFED would use to determine if its
Water Quality Program measures "are consistently not achieving drinking water
quality goals,"” within the meaning of paragraph 3 of the North Delta Improvements
section on page 130 of the 6/99 Revised Phase II Report, and identify the document
and page number where this methodology appears in the EIS/EIR.

State why in the Isolated Facility Component section on page 131 of the 6/99 Revised
Phase II Report, constituent parameters are set forth for total organic carbon and
bromide while neither parameter was previously stated in the parallel section of the
December 18, 1998 Draft of the Revised Phase Il Report. Explain the origin of these
constituent parameters and how they were derived.

State whether or not the constituent parameters for total organic carbon and bromide
which appear in the Isolated Facility Component section on page 131 of the Revised
Phase II Report and are referred to in that section as ""measurable water quality
goals,’’ are among the “drinking water quality goals,"” referred to in paragraphs 2 and
3 of the North Delta Improvements section on page 130 of the 6/99 Revised Phase I
Report. If not, state CALFED’s specific drinking water quality goals for total
organic carbon and bromide, identify the document and page nuinber of the EIS/EIR
where they are set forth, and state the origin of these drinking water quality total
organic carbon and bromide goals and Row they were derived.

6. CALFED’s June, 1999 Water Quality Program Plan concludes (page 3-46) that it is
unlikely that the bromide target can be met.
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“it appears unlikely that Water Quality Program actions can be expected to
greutly reduce bromide concentrations in drinking water supplies from the

Delta.”

Thus, the acknowledged inability of CALFED’s own Water Quality Program measures to
meet one of CALFED’s most-discussed drinking water goals makes it almost a certainty the
diversion project will be constructed, assuming that it can be constructed and operated “without
adversely affecting fish populations.”

6.1 Why has CALFED linked construction of the 4,000 cfs pilot screened diversion
project directly to achieving source drinking water quality goals for bromide that
cannot be met?

6.2  Was the linkage between source water protection and the 4,000 ¢fs pilot screened
diversion project reviewed and approved by stakeholder representatives and/or BDAC
before it was included in the EIS/EIR as part of the “Preferred Program Alternative?”

7. CALFED’s own documents show that bromide source water target levels are not necessary
to protect drinking water quality. Bromide is an abundant and harmless constituent of sea water. 1t
is not bromide which raises health concerns, but rather some brominated byproducts formed when
Delta waters are disinfected through chlorination or ozonation. For this reason, EPA’s criteria under
the Safe Drinking Water Act describe levels foc post-treatment tap water brominated constituents,

not for naturally occurring bromide. Extensive discussion of the bromide and disinfection issues are
included in the CALFED Bromide Report, included as Appendix E to the June, 1999 Water Quality
Program Plan. :

7.1 Given the infeasibility of controlling naturaily occurring bromides in Delta waters,
why has CALFED established stringent targets for bromide rather than promoting the
use of alternative treatments to diminish the disinfectant byproducts themselves?

7.2  Has CALFED considered abandoning its attempt at setting source water targets for
bromide and instead considered funding or other incentives to implement treatment
alternatives that would assist in meeting post-treatment tap water criteria?

7.3 State whether or not CALFED will expend any funds to research and implement
advanced water treatment technologiss, including ultraviolet irradiation, during
Stage 1, and if so identify the document and page number of the EIS/EIR where this
intention is set forth, and for each fiscal year state the dollar amount, source of funds,
and specific manner in which the funds are to be used. If CALFED will not expend
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Sfunds for this purpose, please explain how that position was arrived at. Has CALFED
engaged in discussions with several urban water districts that reportedly are
contemplating substantial efforts at expanded treatment as a feasible means for
addressing water quality targets?

As is evident by this letter, the public concerns about the Pilot Screened Diversion exist on two serious
levels. The emphasis on source water quality as a trigger for such a controversial project appears
unrealistic given CALFED’s own documentation that strongly suggests the impossibility of meeting its
bromide goal. Therefore, the “option” of the PSD, or as some view it, a mini-Peripheral Canal, has the
appearance of a foregone conclusion. Some understandably view such a construct as a cynical
maneuver to guarantee failure and thus justify the isolated facility.

Secondly, there are the serious and justified concerns that the sudden appearance of such a volatile
proposal late in the CALFED process, with little or no apparent consultation with deeply interested and
affected interests in Washington and in California, does serious damage to CALFED’s credibility and
undermines its claim to be a stakeholder driven process.

I remain convinced that a strong CALFED program can serve as a workable and effective means for
identifying options for the long term resolution of California’s water quality and quantity issues, while
retaining a full commitment to enforcement of existing state and federal laws. Ilook forward to your
timely response to the questions raised herein which will help preserve the integrity of the CALFED
process and explain how this controversy developed and how we can assure that it does not do severe
damage to the future of CALFED.

Senior Democrat

Copies to: Hon. Bruce Babbitt
- Hon. Patricia Beneke
Hon. Mary Nichols
Hon. Tom Hannigan
Hon. Carol M. Browner
Felicia Marcus

C— 16251

C-116251



