
~ ~ . ~. Financial Principles

..... ..’~.’S is a summary of the key. financial policy issues; It briefly explains each issue~ states
what h~ been determined to-date, and identifies future areas in which policy decision"need to ¯
be made, Itdoes not represem a summary of.tbe,Financial Strategy that wi,’!l appear in the .
E!R/EIS, although .the issues identified here will.be important to the Finadcial S-trateg~ report.

1.~ Benefits-based allocation      .                 :     :      "    ’ "
The assumption of a benefits-based allocation has been the cornerstone of the CALFED

approach. The fundamental philosophy is that costs will be paid by those who enjoy the benefits
¯ ~. of~e a0tions, as opp6s .¢d to seeldng payment, from those Who, over time, werz responsible for

’    causing the proble~. Within the- stakeholder community, thereis general agreem~twith this ¯
 approach the is not fuU censures among stakeholders on thede ed
~̄ application of this. principle. Some stakeholders feel that water dive need tO p y.something ..
for past damage to :th¢ eco~ systempri’orto using the benefits to aH0cate~-future costs, This is ..... ¯.
di~icult .~use.th=~ ~is.ao,t g~mat agre~ent 0vet:what roleanypartieular$versi6n;’or.’ ..... ....
diversions in gene ~ ~.ra~ mayhave played in:degrading the ecosystemrelafive to,the ~y:0th~i.:~

There isalso disagreement over whether storing.water for theecosystcin is a bern/fit f0r_..~i,
the .ecosystem, or rather a benefit for water users as a way of enabling ongoing diversions in the .....
future. Treating. ecosystem storage ~ eco.syste.m b=~. fit Would.implypublic funding~ while. : .. ~,i~ .......

@ " ~as.mitigation for Ongoing imply .. _-. ~ ~=.-: ........fuading.

,=, ..:. :.With~.th¢ benefits-.based appro .a¢]l,. benefits, have beenassumedto be divided betw¢i~i :. -
¯ public benefits and user benefits: Generally, publicbenefits:are:those that arcfreely available to.

~..r=ll, membc~s of gen¢ral.pubHc,and for:which it is notpmctical tO eXclude those’ who ~do~ot ’
choose tO pay. User benefits, conversely~r arcthose that benefit.oniy specific grou~s of ~ "
individuals, and from which users.can be excluded if they choosenot to pay. Generally, public:
benefits arc. assumed :to paid for with public funds, and user benefits paid with user funds/" .....

3.    Broad-based revenue source " ,            ¯ "    ’ " ¯
~ A~ a logical consequence of the benefits-based approach, there:is an assumption that a

. broad-based revenue source will .be neededto fund Common Programs With broad-based r/on-
public benefits.. There has been nopoficyarticulated in. tlfis area,, but thediscussion has been.
,around a Delta watershed fee(s) that would provide a non-pubfic r~venue stream t.o supplement,
¯ public funding for,the CommonPrograms. ~. Tiffsfee would include upper watershed users ’ ..     ’ ....
including San Francisco, East Bay MUD, Sacramento Valley and San ~Ioaquin Valley, as well as -..-.-_:/~
in-Delta diverters. Substantive questious surrounding ~tch a fee include the size of the fee and ¯
whetherit should be uniform or differ by user group.                                  ’

4. Ability to.pay              ,,                          " .
This policy relates to whether or not specific users will be obligated to pay the full cost . "

allocation for their benefits, or whether some obligations should be reduced based on the      ¯
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ability of certain users to pay the full cost of their benefits, Such reduced obligations.would have
to be subsidized either by other users or with public funds, Although no.specific Principle has
been articulated, the working assumption has:been that ability to pay issues will be considered on
a case by .case. basis: after a full cp~ .allocation has been made assuming no.subsidies among

" .groups...There .are at least two areas where tlds may comeup. First,lando.wners inthe Delta m~y
raise ability to pay issues, relating,tothe .local ~aare of levee improvement efforts. Second,
agriculttwal users may raise ability to.pay issues relating tO any new br0ad-based fees on water
use for purposes of funding the Common Programs.

; Thispolicy relates to reducing Program-related cost obligations,to reflect payments made
by obHgees t0ward0ther parallel efforts..,to address Bay-Delta issues, An inf~’im policy granting
~redit for .cash c~.ntributed to ~the Category HI P~ogram hasbeen ~pproVed by CALFEDI buSno

,p~.’m:~c!p]es regarding long-..term.crediting havebeen arti~ T~..erehas .be~:a general
’~ .assumption that some ~0~ o.f expand~l crediting would b~. d~veloped~- P~xhaps the la~ge~..." i.-

cr~Hting issuerelates to CVPIA Re,oration Fund payments, Imposing newCAL .I~_~ cost:
obligations .for eCosy~ ~mtion.wi~p~ cxcdi~. "ting -------------------~IA payments,may ~ ~~! .~..._:,.:-:.=.

cost allocations withinthe sphere of a benefits-based .cost allocation appmacl~ No policy. "
d~ision has b~ articulamd h~re, although individual CALFED agencies have historical --
po~ Hcies ~iating.to,.cost allocation techniques.: .Within the Stakeholder comm. uni~A~ ~ is ....

¯ . general, cons~sus that w.hHe ~ .w_ach.~onal m~odologi~s may be applicable for conv~xtlo~-¯
’ facilities, they.may not.be appmpd.’ate, fo.r ~ ~wi.’th the.Common. Programs due. to the difficu!~in
īnc!uding non,market benefitS. ~ by, the Common Programs in the a!location process.

TheBDAC Finane~ Work GrOUp hasdiscuss~ the~ issues sin~its inception. ~-~lly, the" ....
group I~. ~hed .~m~ !~’el of ~~.on the broad policy ~, .b~te~nt~ues to ~ggle
,with the de..t~ed implementation of thesepolicies, A.statement of the bromi policy .agreements
is legible for the draR EIR/EIS, bm~l~l~on.ofthedet~ils will i~l tob~ ~’e~lvext lat~;

’ ’: ,., . ":’. ..... "    ~.’’ :’ "’ "Y" ", ..... ... .......... ~’, .
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