DRAFT IMPLEMENTATION STRATEGY
February 15, 1998

The CALFED Bay-Delta Program is developing a long-term comprehensive plan to |
_ restore the ecological health of the Bay-Delta and i improve water management for beneficial

assures the plan will be implemented and operated as agreed. In additi
will need a contingency planning process to address situationg where
cannot be implemented or operated as agreed.

Below is a summary of the implementation stral
including finances and financing. Additional work on 3 ,
important as the agencies and public contemplate selecty § pefrelease
of a final environmental impact statement of report at theq

ASSURANCES

Assurances are the mechanisms necessas & that Bay-Delta solution
will be implemented and operated as agree S e¥ package will include a
contingency planning process to address ¢if ment of the long—term

solution cannot be implemented or operza :
: 1dent1fy the building blocks that
“will make up any assurances pack a suggested process for completing

an assurances proposal for the fi

workgroup, appointed by the Bay Delta Advisory

Council (B yhif 1ed a number of issues relating to development of the
Assurances p. se discusgionsPoccurred at public meetings approximately every six
weeks and 5 ALFED agency representatives and members of the
public C , . .

! ns, the workgroup determined it was necessary to develop a case-
jeir discussions The workgroup selected an alternative that presented

approach o

@ically, CALFED staff or BDAC members presented updates to the full BDAC on
the workgroup's efforts. The workgroup process and resulting discussions at BDAC have
identified the building blocks necessary to construct a package of assurances. Neither the
workgroup nor BDAC have identified a single assurances proposal that addresses every concern,
or satisfies every interest group. A significant amount of work remains, therefore, to craft a -
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p_éckage of assﬁrances pribr to completion of Phase II of the CALFED Bay-Delta Program. -
Without a sound assurances proposal, implementation of any preferred alternative is uncertain.

In addition, the Program is devel‘opin:g implementation plans for each program :
component. The task for assurances will be to collect these individual implementation plans, into
a coordinated program-wide lmplementanon strategy that will also include assurances and

financing.

| Building Blocks

Because the long-term CALFED solution will be 4
resource areas (ecosystem restoration as well as water gffli
workgroup that differing program elements may requirgids
‘ addition, it also became clear to the workgroup that difi
concerns -among stakeholder communities. The CALFEB)
the program elements that needed to be assured as well | and concerns raised by
" process participants. They discussed the many differi B for use as assurances
tools including the choice of who implements the prog ff and workgroup
developed a list:of guidelines against which to i
the merits of the proposal. Each step is briefl{p ’ shown at Figure 1.
Additional detailed information on any ofgi€se ' urances Workgroup and
BDAC briefings materials available fro p ' :
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Program Elements
The program elements to be assured are as follows:

»as well as a

. Ecosystem Restoratmn including both spe01ﬁed actrons or progr:
significant adaptive management program.

| . Water Supply Reliability - mcludmg both programs.
. ' Water Quality. |

. - Levee and Channel Irrtegrity.
. Water Use Efficiency.

Each provides its own set of assura ; pple, the concerns
over appropriate adaptive management | { 1ay require differing

assurance mechanisms then does ass ditional offstream storage
reservoirs. Each program elemen th in terms of how to assure
it individually, as well as how t nenting the entire long-term
‘solution.

Issues and Concerns.

ir efficacy. Therefore, assuring effective adaptive

s essential to assuring successful implementation of the

toration Prograin. The difficulty comes in that adaptive
definition is ﬂex1b1e The challenge is to prov1de adequate and

Dperations - How a water conveyance or storage facility is operated can mean
the difference between a facility providing benefits to many beneficial uses and
one providing no benefits, or benefits to one user group at the expense of another.
Once the Program identifies appropriate operating criteria, assuring those criteria
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will in fact govern the operatlon of the facility i isa challenge Fear of
rmsoperatlon is of paramount concern for many stakeholders

Cost - One of the concerns over whether or not the long-term sbiution canh be
unplemented and operated as agreed is assuring adequate funds are available.

A on the local economy be? Likewise, if
transfers, what will the affect on local en

Construction - Because of
" construction associated wi
site-specific environme

probably require additional
e uncertainty of these future

O] tltutlonal Amendments; Federal or state. Artrcle X 82 of the California

»Constitution, for example, calls for the reasonable and beneficial use of all water.
Constitutional amendments are difficult to obtain and difficult to modify once
obtained. :
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Statutes. Federal or state. 'Examples of statutes that govern management of a
resource include the state and federal endangered species laws, state and federal
water quality statutes (Porter-Cologne Act and the federal Clean Water Act), state
and local land use statutes and the federal Central Valley Project Improvement
Act. Statutes may be modified by act of Congress {for federal statutes and by the
Leglslature for state statutes.

ecosystem measures (Proposition 204). | :
normally more difficult than modifying ini [eapiires action
by the Legislature. : .

’ Reglilations.' Federal or state. Adopte Re agencies to guide
implementation of their duties and gbligati i
Environmental Quality Act (CEQ

cial decrees or statutory changes
nples: the Racanelli decision on the

decrees. Can be md
passed by Congre

esident and Gov'efnor both niay issue executive orders.
ecutive order to form the Water Policy Council, for
may be modified by actlon of the Pres1dent or

gency orders. Examples are water right permits or permit
dministrative agency orders are applications of -statutes and

e

ontracts. Legal agreements between two or more 1nd1v1duals or entities.
Generally, no one party may unilaterally modify the terms or conditions of a
contract. Enforcement may be specified in the terms of the contract and remedy
for breach is avallable through the courts.
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Memoranda of understanding/agreement. MOU/MOAs are interagency
agreements with varying levels of specificity. Many are general agreements to
cooperate that may be terminated at will by any party. Others are more specific
and bind the agencies to a particular financial or programmatic commitment. The
CALFED Agencies' MOU describing the roles and responsibilities of each agency
" with respect to preparation of the Bay-Delta Programmauc EIR/EIS is an
example.’

J oint powers agreements. State law authon S pubh

be needed to authorize a federal agency
with a state agency.

commitments.

Market incentives. M 3 ‘ehcourage or discourage
specific behaviors. Egsfexan 4 r market can create an incentive -

| Implementing elements of differing components in
yvide an assurance that one component is not

comiponents. For example, an environmental water authority may be created by
deral and state statute to ensure adequate supplies of water for envuonmental
“purposes in the future.

Multiple species protection plans. A recent tool evblvihg out of the federal and
state endangered speciés programs is the multiple species protection plan. These
plans, which are usually called Habitat Conservation Plans (HCPs) under federal

7
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law, and Natural Community Conservation Plans (NCCP) under California law,

.'generally preserve portion of a particular habitat for one or more species, and at

* the same time provide some certainty or stability for the public and private land
owners by limiting future regulatory actions in the same area.

Programmatic permitting. Regulatory assurances could be provided in some
circumstances but a programmatic permitting process for the CAL Program,
which would incorporate certain agreements regarding the o be requ1red
in the event of future regulatory constraints.

Guidelines.

The staff and workgroup identified a nu idelines againsty Fany |
.assurance proposal should be measured. Those g clude the following: .

o Satisfy the solution principles (implemé affordable, equitable, '

reduce conflicts, no significant redir

staken and that identified

¥ guarantee performance.

X : ygbe guaranteed within a finite
water budget. Likewjige ; iahfity levels cannot be guaranteed
given the possibilitfet glim apge. Also, the assurance package should
i oblems i in the solution itself.

. Provide high confidence th
programs will operate as ag

A1y articulated performanc‘e criteria and -
Program goals.

ription of the long-term solution constitutes the entire
ated assumptions about the Jmplementatlon of partlcular
be binding.

ed,*should be minimally dependent upon d1scret10nary actions by actors
solution framework. ° ‘

outside #

dt recovery mechanisms. ;I;he solution should contain internal mechanisms
able of responding to surprises and disappointments.

' Prov1de for implementation of the entire Pro gram even if that implementation -
occurs in stages or phases.
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‘ . Allow for adaptive management, wherever the current state of kiiowledge is
‘ inadequate to made definitive choices now.

. Allow for variations in the need for certainty on discrete'prpgram components.
Some parts of the Program may need to be "set in stone," while others may be
require a more flexible approach. The assurances, therefore, may vary in nature,

* scope and extent among program components. '

. Work within existing statut'es, regulations andd

. Involve the public in décisibn—makjhg. I
- continued public support, the solution sh¢

: ' . Issues

approach to ecosystem management and restoration
state, federal, local and private entities is inadequate to

¢ stakeholder involvement. 'Many stakeholders are also concerned with the nature
and scope of their involvement in the implementation phase of the Program. The almost
unanimous opinion expressed at BDAC Assurance Workgroup meetings is that
stakeholders would like to weigh in on decisions and advise agencies in a meaningful and
timely manner throughout implementation. For some stakeholders this concept is
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expressed in stakeholder representation on the governing board of whatever entity
implements the ERP. ~ :

Coordinated implementation. The agencies and stakeholders are concerned that any

decision regarding who imiplements the ERP must also consider how the remainder of the
program is implemented. Because of the nature of the Program and the resource, it is
1mp0331ble to nnplement program elements mdependently Decisions on gl agement

Endangered species assurances. Many stakehold
extent of assurances given to the recovery of enda
to water users for protection from future regulat
overall concepts of "no surprises" is n import
water users. Program staff and stakeholders are}
endangered species laws to craft mutually accepta
ecosystem, as well s the water users.

ig California and'
tnances for the Bay-Delta

_Assuring an isolated conveyance facility.
construction and operation of an 1solate ;
"common pool” conditions which ¢

- to protect the delta levees and chagg

inacceptably alter the
ter users with an incentive
cd water quality standards

passing through the delta tha it§ % harmed and that the incentives to '
continue to protect the de
conveyance facility isol

eve that an isolated conveyance facility presents
reater capacity to move more water around instead of

Assurances Proposal

' The Program is working to develop a package of assurances for the common
programs. In addition, the Program is exploring options for assuring the variable

10
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program components. The Program will continue working with BDAC and the BDAC
Assurances Workgroup to identify areas of agreement in a proposed assurance package.
For areas of disagreement, the Program is identifying options that represent differing
‘approaches for assuring a particular portion of the program. As.a part of this effort, the
Program is also developing a contingency planning process.

_ Coiltingency Plan

It is impossible to protect the implementation gf the lo
every eventuality. The Program is developing a coxffife
circumstances where a significant program elem
agreed The Program is developlng an approac
process.

. The contingency plan should be a process
will allow it to respond to different categories of £
the potential for appropriate outcomes consistefie” . )
may. help to define a contingency plan for C ED i it is not. It is not

resolution as part of it. It is not a pr hd ’ and all problems that
may arise and designing a managei ' {
all possible events.

- The current develogmich sdl is for afjfan whi(;h accounté for cétegories of
' _contingencies such as pr i , or project levels; administrative,
policy, financial or ope substant:lve or catastrophlc effects in all

ta ogram must determine how to nnplement the program over
several years. ause the Program likely will require a number of funding, legislative,
regulatory, cofiffactual and institutional changes, implementation will be a complex

Sossible to implement the entire program simultaneously.  The Program,
re, must be implemented in phases.

‘The challexigé in implementing a prdgtam in phases is to allow actions that are
ready to be taken immediately to goforward, while assuring that each interest group has a
- stake in the successful implementation of the entire program over the implementation

11
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‘ ' ~ period. A phased implemenfation strategy, ‘therefore, should have the following

characteristics:
. each phase should be completed before the next phaee can begin;
. each interest group should have strong 1nducements to support the compleﬂon of

" each and every phase; and

D agencies

. program elements which are outside of the ¢ trol of
' ) at outside actors

should be implemented as early as possible &
may affect implementation.

To begin this effort; the Pregram is beginning

_Phase I - activities occurring between the presen N :
Programmatic EIS/EIR. This phase begins now through certification of a~
final envuonmental document. ’

. Al Draft individual implementatio prol ach pri poneﬁt including:
1.
. A a summary ofg of gets the element is seeking to

¥ to be taken and the tools and strategies
lude a description of the order in which
crrand the1r relative priorities; -

and when success is to be‘ measured;

escribe how the Program is to be managed in the near terin. If new entities or

.authority is needed to implement the ERPP, some interim manager should be
selected. This interini manager would oversee implementing the ERPP until a

- new entity or authority is operational. It will be necessary to spell out this entities’

.' o | o ' . 12
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‘ . . ) respon81b1ht1es authority, financing, and how it relates to the other CALFED
: agencies.

Phase II - transitional phase during which the Program moves from planning to
implementation. This phase is projected to occur from about January 1999 - December
1999. As soon as possible following certification of the Programmatic EIS/EIR, the
following would begin: ' | Ny

.

A.  Introduce state and/or federal legislation nece ary toi "the solution.

This includes:
1.
2.
3.
4.
CVPIA restoration fund

B.

ssions with members of the public throughout this

gess to address cucumstances which prevent key program
m being implemented or operated as agreed.

“stablish a stakeholder advisory committee.

B. Begiﬂ implementing the levee stabilization program and emergency plan. -
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C. Complete site-specific analysis and seek permit aﬁthoﬂty‘fdr any new facilities or

operations. : ' . _ , ,

D. Begin implementing ERP with existing entities until new or reformulated entity is

operational.
E. Implement ecosystem restération'mqnitor'ing plans.
F. Begin implementing water use efficiency and gater qual

Phase IV - long-term implementation. Will occ
December 2030. '

A. Transfer implementation responsibilitie
ecosystem restoration entity.

B. Transfer conservation strategy (ESA) résponsi hbfunding to new or-
modified ecosystem restoration enti : co

C. Construct new facilities and i Operati les and criteria.

D. Execute modified coord
facilities and operationss

mented substantially as agreed, all
program components.

Se circumstances would be triggered.

solutton. A great deal of additional work and refinement is
yackage of assurances. Assurances and related implementation

e Financial Strategy is a conceptual plan for funding the long-term solution (Solution)
being developed by the CALFED Bay Delta Program (Program). This is a status report on the
development of the Financial Strategy that identifies potential funding sources for the Solution.
‘The potential funding sources discussed in this report are intended to apply to the Preferred

14
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Alternative (when selected), including Common Components. Although the Preferred-
Alternative has not been selected, the funding sources might apply to any of the three proposed
Phase II alternatives under consideration as well as the.Common Components. There may also
be additional funding sources beyond those contained in this report.

~ Programmatic level. The Programmatic approach determines the level
available for purposes of formulating the Financial Strategy

Council (BDAC) identified and discussed a number o
Financial Strategy. These discussions took place on

_several different locations in the State. One or AC membe gram staff, State and .
Federal agency representatives, interested st. g Pthe public generally
attended the meetings. ‘ ;

The work group was formed to j@éntify, ex ef recommendations concerning
policy issues. In this role, the work g i onsidered to be the most important
issues relating to the Financial Stidt€ e digéWssion was of necessity conducted in

iterative manner by cons1dermg a set of
o) gulde future detailed decisions on the Financial

15
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Financial Principles
e ' Benefits-bésed allocation

Sharing the costs 'of the Solution based on the benefits being created is the
cornerstone principle of the CALFED Financial Strategy. The fundamental philosophy is .
that costs will be paid by the beneficiaries of the actions, as opposed to seeing payment
from those who, over time, were responsible for causing the problems bgiifg experienced
in the Bay Delta system. :

general agreement with this benefits-based approg
number of quesuons remain to be answered cong

n the same
s that while the benefits-
anstrictly quantitative way

way as the benefits of water supply improvements
based approach is useful as a guide, benefits caijic
to arrive at an answer regarding sharing of cos

ies of water development Water users also argue

in uestions that must be resolved relating to the benefits-based
.approach revolyigaround what to do when benefits cannot be quantified, and whether or
not any adjusgijent for past impacts is appropriate prior to using the benefits approach.

K3
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. Public/User Spht

During Phase I of the Program, it has become apparent that both pubhc money
and user money are necessary to fund the long term Solution. The public.and user -
categories have also been extended to describe the character of certain types of benefits
which may be produced by the Solution, with an eye towards which source of funding
will pay for certain port10ns of the Solution. In prm01ple public money wi

user benefits.

Public money for the Solution means fu

and the State of California. The essence of the p
is that it is money collected without being tied t¢
service. State and federal income taxes may be ti
money. Generally, public money is expected to be ¥Day for aspects of the Solut10n'

. which generate public benefits, as described bel

‘ User money for the Solution refers i
provision of a good or service. Fees pa i rvice 2 ear example of user
money. Although it is clear that mapggot i ¢

collected by these agencies in excl

for purposes of funding the Sol

tively excluded from using the resource, then they can probably

individuals can bg
ess to it. For some public benefit resources, one person’s use can have

be charged for 3

ed by any number of pcople without depl@tmg the resource.
Public benefits are generally those that are shared by a wide cross-section of the

community and from which individuals cannot be realistically excluded. A public benefit -

is one that once you make it available to one person, it is available to all. Inability to
exclude individuals means that imposing charges for access to the benefit is difficult. If

17

 E—035110

E-035110



“free riders” can access the benefits without paying, there is no economic incentive for
users to spend their morney for these benefits. This means that if these beneﬁts are to be
created, public funding must usually be used.

 User benefits are generally those that accrue to an identifiable subset of the _
community, and from which individuals can be excluded. : The ability to restrict benefits
to those that pay enables these beneﬁts to be funded with user money. In sgme cases,

‘create public beneﬁts This 1nc1udes those thir! done in the interests of
the broader public, and create benefits fro o exclude those that
do not pay. » ‘

For both user and pubhc fupds ' ial or exceed the costs in

' order to justify the expenditure

 Some of the immedigifghplicaj he Bonefits-based approach and the
public/user split are sho ' :
funding structure for th

is example structure. In Figure 1, .
, and those that accrue to a specific subset of

eneﬁc1ar1es, a funding source has been identified that
to fundmg those portions.of the Solution that benefit

funding sources

well as new fundmg sources.

18
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Figure 1.

Federal

© "
1 Appropriations f
et
' $ f lmplemctitation
i StateGO. Institutional
5 Bond Proceeds !

Stcture: .

Revenue
Bonds .

blic revenue stream to supplement pubhc fundlng for the
%s This fee would include upper watershed users including San
Francisco, East Bay MUD, Sacramento Valley and San Joaquin Valley, as well as
in-Delta: diverters. Substantive questions surrounding such a fee include the size,

of th fee the basis on which' 1t would be.charged, and whether it should be

T h_e're are additional questions in defining public versus user benefits that arise
in conjunction with benefits that are not clearly one or the other. Sonie user -
benefits are so widespread that the group sharing them is substantially the same as

19
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the general public. The keys to resolving this issue may lie in whether or not

“access to the benefit can reasonably be excluded to those who do not pay for that
access, and in whether future behavior can be beneficially affected dependmg on
the choice of funding mechanism.

. Ability to Pay

This issue relates to whether or not specific users ated to pay the.
full cost allocation for their benefits, or whegl :

reduced based on the limited ability of certau
obligations would have to be subsidized gif
A third option that must be considered ig

eliminating benefits for those who are

In principle, users should pay their
considered on a case by case basis after ag tion has been made

assuming no ability to pay constraints. < : any reductions in cost
obligations based on inability to pa : Id be explicitly
identified and justified. Furth is'i 1y cluded in conjunction
o with specific Solution comp ’ .
. "~ Crediting
This policy relatg&ite i iongrelated cost obligations to reflect
payments made b i allel efforts to address Bay-Delta

o cash contributed to the Category III -
, but no additional provisions for long-

on of the cred1t1ng pohcy to reflect payments toward any of the
dated efforts. .
As part of the long-term crediting policy many additional details must be
agreed upon, including the start date for crediting, types of payments to be
credited, consideration of the timing of payments, and others.

20
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. Cost Allocation Methodology

This policy relates to selection of particular cost allocation techniques for
making detailed cost allocations within the sphere of a benefits-based cost
allocation approach No policy decision has been articulated here, although
individual CALFED agencies have historical policies relating to cost allocation
techniques. Within the stakeholder community, there is general co sus that
while traditional methodologies may be applicable for c i
may not be appropriate for use with the Com A

~ including non-market benefits created by th
process.

Certain terms need to be defined pri

A project purpose refers to an objecl ' ed to
meet. Examples of project purposes incl
ecosystem enhancement.

Projects that address only one obJe

example might be a flood control p whi | hly flood control
considerations. Cost allocation ai ‘ purpose project is not
an issue. Projects that addr ed multi-purpos
projects and raJse the i issu ‘the several purposes

Asa whole the Sol project. However, individual
actions included in ¢ nay be distinct projects. that are single

ade as to the level at which cost

purpose. No dete
the discussion has centered on the

allocatlons wi

of distributing the costs of a multi-purpose
s purposes served. The cost allocation process becomes
des features that serve more than one purpose. The

fters on the d13tr1but10n of j Jomt costs among purposes
to develop a method that allocates these costs equztably

Allocatlon Method Selectmn Crltena

‘There are many possible cost a]locatlon methods each with its own strengths
and weaknesses. The BDAC work group developed a set of conceptual criteria to
guide the selection of methods for dividing the costs of the Solution. Selection of
a specific method for each Component may be in order, and this selection will

21
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probably involve tradeoffs among these criteria. There is no sm01e best method
that addresses all of the criteria in an optimal way.

Criterion

Consistent

Descnpnon :

. The costs allocated to a purpose should not chzmge based solely on how
the other purposes are subdivided or aggregated either initially or over

each purpose should be- predictable and rational.

-For example, increases in total project costs should not lead to cost
allocation reductions for some parties at the expense of larger increases
for others. Costs allocated to the federal government related to

" ecosystem should not change based on whether all users are grouped
together or treated separatelv as urban and agricultural.

time. In addition. effects of cost changes ovér time on the allocationsto |

Fair .

" areasonable share of the savings from the joint project. No special rules

ofa parucular purpose.

Joint prOJects are pursued because it is less expensive than pursuing
separate projects to gain the same benefits. The crux of the allocation
issues relates to joint costs: those that cannot be traced to a specific
purpose. One way to look at the allocation issue is how to share the

. savings of the joint project versus the separate projects.

" All purposes and beneficiaries are treated the same in terms of receiving

or calculations should be employed that would result in speczal treatment | -

. Flexible

“The allocation method must enable addressing issues for a diverse mix
of projects and programs that each may raise different issués
For example, does the methodology must enable addressing the issues.of |
fish screens, flood control measures, and recreational beneﬁts’? Each of
~ these raise some specific issues.

Inexpensive

for obtaining input data, performing cost allocauon calculations. and
developing results
- For example. SCRB requirés costing out a number of scenarios that are

never intended to be built for purposes of defining separable costs. This
. can be expensive. -

Using the cost allocation methodology should involve manageable costs '

Rational

Ability to charge each purpose at least as much as the cost ot mclusxon.
and no more than the cost of going it alone

Reliable

The allocanon methodology must employ proven techmques Proven
techniques are those that have been employed previously by CALFED
agencies or others in similar simations and have been demonstrated o
produce workable results.

Sufficient

The cost allocation methodology should assure recovery of full project
cost. :

Marginal cost approaches are not designed to.recover a set amount of
money, and could end up recovering more or less than the cost of the
project.

- Undemﬁndable

Ability to explain the methodology and results iny a manner that enables
widespread comprehension and support of the methodology.

E—035115
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Description of Approaches

The BDAC work group reviewed three general types of cost allocation methodology, as
described below.

Traditional Appi'oaches

A 1954 inter-agency agreement on éost allocation b
. the Interior, the Army Corps of Engineers, and

preferable for general application. |
2. The alternative justifiable expend

“Follow the Water” .
' . This approach woul Scomsumption of the water resource
~ as a means of alloca : ve are many complex details
assocjated with th ach 4lie basic cgrcept is simple. Costs of the Solution

would be split
flows into thé

proportional use of the water that
e Delta but for being diverted.

past two decades on cost allocation. The thrust of
“clearly the shortcomings of traditional cost allocation
and to use mathematical or logical models to overcome
m the inteiests of creatlng better fairer cost allocation

e Nucleolus approach is based on a repeated allocation of joint costs such
each pairing of two parties split the difference between the most and least
*favorable divisions to themselves holding other allocations constant, and
maximizing the distribution of cost savings to each proper subset of parties.

Selection of Methodology
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As identified above, the remaining issues that must be resolved with respect to
cost allocation relate to selection of specific methods to use, and whether
allocation should take place at the level of the composite Solution, or individually

“for each Component, or some other subset of the Solution.

Summary

has defined the Program to-date must b
resolution of these issues prior to ﬁnahz
the Preferred Alternat1ve

Component Funding
The discussion that follows addresses the;

need to be addressed. Addressing the ; 4 ) ( -es not alter thie fact that the
Solution must be implemented asay [

projected to cost a total of about $1.25 billion in 1996
Ie there has been no specific breakdown of this total by year, this

’ The ERPP is the component of the Program that has the greatest
eifified funding potential at present. As Figure 2 shows, the ERPP has -
sbtential for funding in excess of $100 million annually for the next several
ears. This level of funding is expected to be adequate for ERPP capital .
through roughly the first ten years of the Program. The total ERPP will
- require additional funding, but there is a saturation point for the amount of
~ funding that can be put to effective use in any single year. Additional ERPP
capital funding over and above the amounts shown, assuming these amounts
are realized at the levels shown, are probably not needed until projected
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funding has been exhausted. In addition, funding for Operations and .
Maintenance for certain ERPP activities rust be provided. Actual funding
levels are dependent on several factors, as expiamed below for each of the
funding sources.

Figure 2

* Ecosystem Restoration

Projected Sources -~
200 '] ' : A o .
' BFederal
OProp 204
- . - EOther*
150 71 § BCVPIA RF

100 1.

” $ Milliohs

50

2009 [
2010

2011

2012 B

2013 R
2014

2015

2016

1997
1998
1999
2000

-

[his fundmg is contmgent on approval of annual appropriations by
cal Year 1998, the first year of the authorization, Congress

I - imlhon as shown in Figure 2. Figure 2 assumes that future
appropnaﬁons equal the full $143.3 million per year. This funding can be used
for both cap1ta1 and O&M funding.

- -Obhgauon bonds Proposmon 204 in November 1996 for various water-related -
purposes. The table below shows funding amounts contained within Proposition
204. The portions of this authorization that are specifically directed to the ERPP
(and included in Figure 2.) are italicized in the table below. Other provisions of
/- Proposition 204 include funding for other Program Components.
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SHORT TITLE - AGENCY . . TOTAL AMOUNT
o _ ~ : ($SMILLIONS)

CVPIA : ' F&G ' 93 .
Category III = ' Resources Agency 60
Levee Rehabilitation DWR , 2
SouthDelta - -~ DWR 1

" |Delta Recreation . - - P&R 2
Bay Delta Program : DWR '
Clean Water : - SWRGE
Recycling : ' ' SWRE&
Drainage Management =~ . S
Watershed Management - SWRE
Seawater Intrusion - SWRCE
Lake Tahoe - CH
Feasibility Projects . D

~ |Conservation & Groundwater DA .
Local Projects VR 2V
Sac Valley Habitat . - 4 - WG
River Parkway | : '
Bay Delta Program sncy _ 390 . -
Flood Control ' ‘ 60

: 995

te matching funds and $60 million for

iately available, and projects to be implemented using
ntly being examined. The assumption has been made
‘be committed in FY98. Availability of the $390
several things, including certification of the final

IS, which is expected in late 1998. An assumption has been
es of Figure 2 that this $390 million fund would be spent in

§ Pue to the fact thaf. Proposifion 204 relies on General Obligation bond
nding, these funds cannot be used for O&M for ERPP activities.

CVPIA Restoration Fund

The CVPIA Restoration'Fund, which represents payments by CVPIA users
include power users, is designed to address many of the same problems that the
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) Program has identified (see Crediting section above). Congress must also .
appropriate this funding, although existing law establishes the charges to CVPIA
contractors and power revenues.

Other Sources
* Other sources 1nclude user contrrbutlons to the Category III Program the Four

estimated to total about $10 mﬂllon per year. -Like the C VPIA | ion . R

- Future Funding

As Figure 2 shows, after 2006 the a:
on an annual basis decreases dramatica
expected to come from renewed State a
Securing the reliability of this future fund »
1ssue w1th1n the Implementatlon Strategy

ERPP User Funding

If a determination is m ffopriate for some portion of
- .the ERPP, existing contra ate. Existing contracts do
not cover all of the ne 3 sriced to contribute. Future

ere is a wide spectrum of views as to how the costs of the ERPP' should be
ishiared that is based in part on differing views as to the starting point or “baseline”
from which ecosystem improvements should be viewed. If such a “baseline”
level were known, then restoration to that “baseline” level could be considered
mitigation for past acts, while restoration above the “baseline” level could be
considered enhancement to the.ecosystem. Traditionally, mitigation actions are -
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Baseline”).

paid by those whose acts caused the need for the mitigation, while enhancement
has been viewed as a responsibility of the general public. Unfortunately, no such *

“baseline” definition exists, and the ERPP does not define a baseline in
determining the goals and targets for restoration actlvmes

In the absence of an authoritative answer, poss1b1e v1ewp01nts are: w1de-
ranging. On one extreme end of the spectrum is the view is that all f the'
degradation of the ecosystem is due to modifications to
including dams, diversions, levees and other human inte
implies that all restoration efforts would be sgé
The ecosystem cannot be enhanced by ¢
some decreased level of degradation. In §
the baseline predates human interventio

On the other extreme end of the spect _
the ecosystem is the cumulative result of : ddiverse events, both natural
and man-made. These events reflect andiiStorica policy basedona
different set of societal values from

the State and federal governments est that the effects of
past actions are impossible to ges from the current
situation are relevant. In suggest that all

wed as enhancements to.the
tigation. This view would find

improvements to the ¢
ecosystem, and no acti

sue is g

frhe New Baseline view would allocate the costs to the general pubhc asa
esult of the ecosystem enhancement benefits of the action. '

- Agreeing on the baseline in this example would determine to what extent _
- users could contribute a portion of the costs of primarily ecosystem actions. .
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N eeds of Affected Partiés

Several of the affected parties have offered comments that reveal some of their
underlying concerns over how this ecosystem baseline question is resolved.
These parties may have additional needs beyond those listed here, and other
groups may have different concerns that may need to be considered as well. In-
concept this listing represents the issues that must be addressed ad ately by the

The thought to bear in mind in these di
baseline in a certain way may not be the
needs of the interest groups. Finding a
need could reduce the conflict over defin ‘
the equitable allocation of costs while at{ nGrtin seting th [0f the

- affected parties.

Environmental Interests

There appear to be two key conce ptal interests
concerning the ecosystem baseli , ring adequate funding
for the ERPP, and the secpnd : amable solution.

osystem impacts of water resource use decisions. This
T tJme that could undermine the objectives and '

Urban Interests

" Urban interests appear to be primarily concerned with controlling costs. There
- is a limit to amount of money they can pay in total for the Program, and that
includes any ERPP costs that they might pay. This limit is based on a number of
. factors including the costs of alternative water supplies, political pressure to avoid
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"

rate increases, and concerns over the economic impact of rate increases within
their service areas. The underlymg need is for an acceptable total cost for Delta
water.

. Agg' cultural Interests
Agncultural interests are also concerned with’ controllmg costs but they have

interest might be best described as maintaj
achieve a reasonable return on their inve;

Levee System Integrity

The cost of the Levee Program depends both on
maintained and the geographic extent of the mainteg .
to a P.L.99 standard would cost around $2 billion # phased program that
would strengthen levees to this level over time ioriti i ed to cost about $30

million annually on an ongoing basis. _
Proposition 204 extended funding fgi @ht of $25 million dollars,
and $60 million for Flood Control su entlons : mponent of the Program
will require additional funding. : , scome from State and Federal
sources, local property OWners,, . property owners will benefit from

h of the Delta exceeds the valusé of the uncierlying land and its ability
his raises questioris about the willingness and ability to pay for Delta
as the economic _]ustlﬁcatlon for the expendltures

downers, as
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2t

- commencement of the Program.

Water Quality Program

The Water Quz;]ity Program may have substantially lower' early capital requirements than

~ some other components, as it initially consists more of research, monitoring, and education .

activities. Signiﬁcant funding over time for land conversion related to drainage issues may
be expected. The Water Quality Program is expected to eventually cost about $750 million
in 1996 dollars. On an annual basis for the first ten years, apprommately $__ miilion per

year will be required for this program.

State and Federal funding, combined with user fees age eXpec

vide for this -
program. As with the Levee programs, these fees nee )

ith the

Water Use Efficiency Program -

1an some
d to eventually cost about
ars, approximately $__

The Water Use Efficiency Program also has lov
other components. The Water Use Efficiency Progr:
$750 million in 1996 dollars. On an annual basis
million per year will be required for this program

Like the Water Quality Program, State auf ; ing, tned with user fees are’
expected to provide for this program. _ segin imgrediately with the
commencement of the Program. o

effacilities that are included in the »
$__to$__ billion in 1996 dollars. The

necessity come later, most likely after the

the longer planning, design and perm1tt1ng

h these types of actions. Planning costs for selected

) ed1ate1y after selection.

. The costs for-
Preferred Altem

e facilities have been assumed to be operated to
osystem needs. For this reason, funding is expected to
d user-sources. How to divide the costs between users and the

ient or m1t1gat10n, depending on your point of v1ew The followmg
ustrates the issue.

orth of Delta Storage

New storage north of the Delta within the Program alternatives is assumed
to be used jointly for ecosystem and water supply purposes. This would
involve diverting water into storage during periods of high flow, and releasing
some of the water when needed for users= diversion purposes and some when
- needed to supplement in-stream flows for ecosystem purposes.
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' The New Baseline view (as defined in the ERPP section baseline section)
would treat the portion of the costs of the new storage that were to be used for
ecosystem as an ecosystem enhancement, suggesting that those costs should

- be borne by the general -public :

The Early Baseline view would argue the water diversion to a storage
facﬂ1ty cannot be con51dered ecosystem enhancement as the begguse of water

ecosystem are only necessary because
by human actions. Had the natural floy

would not unduly stress the ecosystend&dr
would not be needed. Thus any costg
considered mitigation, according to

Agreeing on the baseline in this exq
funds could be used to pay a portion

Lof new storage.

Future Funding Timing

| Although any federal co torage and Conveyance
facilities would be expecte penditure, both any State
and user contributions th through bond issues. This

“due to the fact that State and user

changes the out-of-pgé
i payments probably extendmg over -

costs would be bas
* 30 or more years
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