
Financial Principles

This is a summary of the key financialPolicyissues. It l~riefly exp!ainseach, issue, states
what has been determined to-date, and identifies future areas in which policy decisions need to
be made~ Itdoes not represent a summary ofthe Financial Strategy thatwill ap~in the

EiR/EIS, although the isst;esidentifiedher¢ Willbe impo~t to ,e F~¢ial .Strategy report."

1. Benefits-based allocation    ..¯ ’
The assumption of a benefits-based allocation has been the cornerstone ofthO CALFED

approach. The fundamental philosophy is that costs will ~be paid by those whO enjoy the benefits
of the actigns; as,opp0sed:to seeking,payment fron~ those who, over~ime; wer~ re~s~i usible for
,̄,causing the.woblem, Within the stakeholder community, tberc.~generaiagreement with this
approach,fer the fu~., Th¢~ is n6t full,couseusus, among stal~eholders on the detailed "
app~.~cation ofthi’s principle. Some Stakeholders feel~ithatWa~ ~err~liV. ~needlt~p~Yi.~ething¯

’      fqr past damage to .the,,ecosystem prior to using, the benefits ~o all~tefUturo ¢ogts. This is .... 7
di~cultbeeause.there isnot general agreement over ,~t roleanyparticUlar diversion, or .. ~,:
¯ diV, .ex~. "ons in general, may!~ ~e played indegradin~ g the ecosystem relative to.themany

Theie is also disagreement over whether storing ~for the ~system is.i benefit_
....... "    the ecosystem, or rather a benefit for water users as a way of enabling ongoing diversions .in the-

future. Treating ec.o.system storage as eco.sy .~ benefit woUld~implypubf!~i°ftmding, while.. -
..... ~:.treatmentas ,mitigation for~ongoingdiversiousv0ould implyusetfunding.~i’~, .....¯ - ¯ " "

-.. Witt~ the~.benefits,based appro.acb~ benefitS have l~¢n asstmied:to be divided ~ ’.
public benefits and user benefits. Generall~;pttbli~:bene~ts are those that are’ freely.available to
all. members, og.gen~ralpubli¢, and for which iris.not .practical to exclude those WhO do,nOt

¯ ch~se to pay.- User benefits, ¢onversely~ate those that ben~fitonly sp~i i~i. o grO~s Of ........ "
individuals, and from which users.can be excluded if they choose not to pay. Generally, public-
benefitS ~ assumed.to paid for with public funds, and user.benefits paid with.user fands~

.... ~ alogical consequenceof the benefits2based approaclb, there:iS an.~nption~fa "
broad-b~, revenue source will.be:neededto fund Common Programs with broad, based ~og-~ o
public benefits. There has beenno policy articulated in this area~ but the discussion has been
around a Deltawatershed fee(s) that would pro~de a non-public revenue stream .to supplement
public funding for.the Common Programs. ~This fee would include upper watershed users .-
including San Francisco, East Bay MUD, Sacramento Valley and San Joaq.uin Valley, as well as
in-Delta diverters. Substantive questions surrounding such a fee include the size of the fe¢ and.
whether it should be uniform or differ by user group.                               ’

4, AbiIRy 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 onshoUld reducedbased the
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ability of certain users to pay. the. ~ull 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.arti’culated, the working ass ~umption.has been. that ability to pay issues will be considered on
a case by,c, ase basis, at~¢r a full cost.~locaf!on has been made assuming no subsidies among
.groupS. ~ .There are at least two ~e~ where tliis may, come up. First, landowners in the Delta m~y

raise a~!lity t9 pay issues relating to the local i~aare, oflevee improvement efforts. Seeon~
agricultural risers may raise ability to pay issues relating tO any new br0ad-based fees on water
use for purposes of funding the Common Programs..        " "

5 C editing                                    "
This poh’,¢y.r.elates tO t~.du~ing pro gram-related cost obligations to reflect payments made

by oblig .ecs toward other paralle! efforts to.:address Bay-Delta issues. An in, rim p0ficy granting
dredit for cash contributed, to the.Catego~ RI.l~ogram hasbeen approved by CALFED; but no
prinoipl~.mgarding lo~g,~:crech, "ting .ha.v.e.i .been .az’tlet~!..ated. i Therehas been a general..~ ;; i -

.... as~pti0n tl~;t some s~rt o~’e~~ crediting ~ would be develola~l.: Perhaps:the largest..
c~ting~ relates toC ,~IA Restoration Ftmd payments. Imposing new CALFED COSt.-:.: .
obligations for. ec, osystem~st9.~_ ration With0W~.orediting CVPIA payments may be_

TI~ ~o~i~ rehteit t0 selection ~of .l:m~ticular. cost allocation techniquesfor,making~d
......... cost allocations withinthe @here Of a benefits-based costallocation approach. . No polioy ¯

decision has.been articulated.here, although individual CALFED agencies, have. historical - .
.. pofi.oies relating.~ e,0st allocation teohnique:s,.,..’~.t~.the, stakeholde~ comm...unity~ there is-

g~ ~~ ~..w~aile w,g!i~0nal~ m ..e~, ode!ogles may be applicable.for conventional
faci~es~~eylma..~ y not i.~¯iPp, P~e.,fo, r ~.with ~he Common Programs due.to the diffioulty in
including non-market benefits created by th0 ~.Common Programs. in ~the allocati0nprocess.

The BDAC Finance Work Gr0up~has discussed these issttes sin~e its inception. Generally, the
group has reached some levelof c0nsensus, onth~broad policy issues, but continues to struggle
witlithe detailed implem~ta.tionof these policies: A..statement of the broad policy .agreements
is feasiblef0r the dmftEIR/EIS, but resolu.~on of the details Will need to.be resolved later. " "


