
 
 

 
IMPORTED WATER COMMITTEE 

 
AGENDA FOR  

 
                                              SEPTEMBER 23, 2010  

 
 
 
Dan McMillan – Chair     Keith Lewinger 
Bill Knutson  – Vice Chair    John Linden 
Yen Tu  – Vice Chair     Ralph McIntosh 
Keith Blackburn      Rua Petty 
Jim Bond      Hershell Price 
Brian Boyle      Elsa Saxod 
Gary Croucher      Barbara Wight  
Lynne Heidel     
   

 
 

 

1. Roll call – determination of quorum. 
 
 2. Additions to agenda (Government Code Section 54954.2(b)). 
 

3. Public comment – opportunities for members of the public to address the 
Committee on matters within the Committee’s jurisdiction. 

 
4. Chair’s report.  

 4-A Directors’ comments.    
 

I.  CONSENT CALENDAR    
     
II. ACTION/DISCUSSION    
     
 1. Metropolitan Water District Issues and Activities update.  Amy Chen   
   1-A Metropolitan Water District Delegates report.     

   (Information) (pickup packet)  
   

     
 2. Colorado River Programs.  

2-A Colorado River Board representative’s report. 
  (Information) (pickup packet)  

 
Bill Knutson   

  

  
 
 
 

   

Page 24 of 260



 

 
 
III. INFORMATION    
     
 1. Presentation on Colorado River source water quality. Halla Razak    
     
 2. Update on the Little Hoover Commission’s Report on 

 Statewide Water Management.  
Debbie Espe    

     
 3. Metropolitan Water District Program report.    Amy Chen   
     
IV.  CLOSED SESSION     
     
 1. CLOSED SESSION: 

 Conference with Legal Counsel – Potential Litigation 
 Government Code §54956.9(b) 
 Metropolitan Water District Notice of Intention to Enforce Rate 
 Structure Integrity Clause 

Dan Hentschke   

     
 2. CLOSED SESSION:  

 Conference with Legal Counsel – Existing Litigation 
 Government Code §54956.9(a) – SDCWA v Metropolitan 
 Water District of Southern California;  
 LASC Case No. BS126888 

Dan Hentschke    

     
 
V.  ADJOURNMENT 

 
Doria F. Lore 

Clerk of the Board 
 
 

NOTE:   This meeting is called as an Imported Water Committee meeting.  Because a quorum of the Board may be present, the meeting is also 
noticed as a Board meeting.  Members of the Board who are not members of the Committee may participate in the meeting pursuant to 
Section 2.00.060(g) of the Authority Administrative Code (Recodified).  All items on the agenda, including information items, may be 
deliberated and become subject to action.  All public documents provided to the committee or Board for this meeting including materials 
related to an item on this agenda and submitted to the Board of Directors within 72 hours prior to this meeting may be reviewed at the San 
Diego County Water Authority headquarters located at 4677 Overland Avenue, San Diego, CA  92123 at the reception desk during normal 
business hours.   
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September 15, 2010 
 
Attention: Imported Water Committee 
 
Colorado River Source Water Quality (Information) 
 
Purpose 
This memo provides information related to activities affecting Colorado River water quality.  
 
Discussion 
The Colorado River is subject to the introduction of contaminants that can pose significant 
health risks or cause increased costs in the Water Authority’s service area.  The major health-
related water quality concerns are chemical contamination from a uranium mine tailings pile 
located in Utah,  perchlorate from the Las Vegas Wash above Lake Mead, and hexavalent 
chromium (“chromium VI”) in Arizona.  Each of these sites is undergoing remediation efforts to 
protect river water quality.  Excess salinity has been a longstanding issue for Colorado River 
water users by causing additional costs related to a range of water uses, such as household 
plumbing, water utility equipment, and agricultural crop production.   This memo reviews 
current efforts to remove or limit these contaminants. 
 
Salinity 
The Colorado River carries an estimated average of nine million tons of salt past Hoover Dam 
annually.  About half of the salt load occurs naturally, as the river and its tributaries flow 
through salt-laden geologic regions.  The remainder of the salt load is caused by human activity, 
mostly from irrigation and reservoir evaporation.  Figure 1 shows a salinity gradient that 
increases from the headwaters of the Colorado River to the Mexican border. 
 
The U.S. Environmental Protection Agency requires a water quality standard for Colorado 
River water salinity.  The standard is a measure of total dissolved solids (TDS) in the water.   In 
response, the basin states created the Colorado River Basin Salinity Control Forum (Forum), 
which develops standards and coordinates efforts at limiting the introduction of salts into the 
river.  In addition, the U.S. is required to meet a salinity standard below Imperial Dam for water 
delivered to Mexico. The basin states are required to review and report on salinity standards at 
least every three years.  This is done through the Salinity Control Forum.  The current standard 
for water measured at Parker Dam, which is where MWD and the Water Authority’s transfer 
water is delivered, is 747  parts per million.  The next report is due in early 2011. 
 
Efforts at salinity control are implemented principally by federal agencies – the Department of 
Agriculture, Bureau of Reclamation and the Bureau of Land Management – in conjunction with 
state, local, and private participants.  The states, including Colorado, Utah, and Wyoming, cost-
share federal funds that are available for the programs.  The types of salinity control projects 
include on-farm irrigation improvements, canal lining, saline groundwater interception and deep 
well disposal.  
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Figure 1  Colorado River Salinity* 

 
* (From the 2008 Review Water Quality Standards for Salinity Colorado River Water System by the Colorado 
River Basin Salinity Control Forum) 

 
Reclamation administers seven salinity reduction projects that remove an estimated 601,500 
tons of salt per year.  The USDA has another 10 projects that remove 438,000 tons of salt per 
year and the BLM operates two project that remove 40,600 tons per year.  The total effort 
results in 1,080,100 tons of salt being removed from the river annually.  In the last two decades, 
the total salt load of the river has generally decreased, with measured salinity below the 
established criteria at Hoover Dam, Parker Dam, and Imperial Dam.  The agencies have 
identified new measures that could further reduce salt load by more than 780,000 tons per year 
if implemented.   
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Reclamation is concerned that one of its major projects, the Paradox Valley unit along the 
Colorado / Utah border, could fail in the near future if corrective actions are not taken.  This 
project injects highly saline groundwater and disposes of it by deep well injection, removing an 
estimated 128,000 tons of salt per year from entering the Colorado River.  The U.S. Geological 
Survey is performing a study of the project area.  The Forum has recommended that 
Reclamation begin planning alternatives to extend the life of the current project and consider 
other technologies for disposing salt from the Paradox Valley.   
 
Uranium Mill Tailings 
 Last year the U.S. Department of Energy (DOE) began a project to move 16 million tons of 
uranium mill tailings from a site adjacent to the Colorado River, near the city of Moab, to a 
permanent disposal site 30 miles north, near the town of Crescent Junction.  The tailings include 
low-level radioactive material that could enter the river as a result of a catastrophic flood event 
or through contaminated groundwater from the site seeping into the river. The DOE is 
responsible for the remediation of this site, which includes removal and offsite disposal of the 
tailings and onsite groundwater remediation. This project is called the Moab Uranium Mill 
Tailings Remedial Action (UMTRA) Project.  
 
Uranium is a human carcinogen and levels in drinking water are regulated. The mill tailings 
consist of  process waste material from the mill, which contains radioactive decay products from 
uranium and other heavy metals. The most important radioactive component of the mill tailings 
is radium, which decays to produce radon.    
 
By mid-2010, the project had removed and relocated about two million tons of tailings.  The 
removal rate was accelerated through additional funding from the American Recovery and 
Reinvestment Act, and the original completion date of 2029 has been moved to 2022.  The DOE 
is implementing interim preventative measures, including the construction of a berm around the 
tailings and realignment of the Moab Wash, to help prevent the tailings from being washed into 
the Colorado River while the clean-up efforts are underway.  
 
Perchlorate 
Perchlorate is a chemical that was used to manufacture products such as rocket fuel and 
fertilizer.  The chemical was produced at facilities near Henderson, Nevada starting in the early 
1940s.  Perchlorate has been shown to interfere with the normal functioning  of the thyroid 
gland. The federal government does not have a perchlorate standard, but in 2007 California set a 
drinking water standard of 6 parts per billion (ppb).  Perchlorate from the Nevada 
manufacturing facilities entered the Las Vegas Wash through surface and groundwater routes, 
and the contaminated water was then discharged into Lake Mead.  It was first discovered in the 
Lower Colorado River in 1997.   
 
Remediation efforts began at the Henderson site in 1999.  They have proven successful with 
levels of perchlorate decreasing from a high of approximately 1,000 pounds per day to less than 
67 pounds per day entering the Colorado River. Perchlorate measured at MWD’s Whitsett 
Intake at Lake Havasu dropped from 9 ppb (parts per billion) to less than 2 ppb. Recent 
measurements at Willow Beach below Hoover Dam were even lower, at 0.95 ppb.   
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In January 2009, the company with primary responsibility for the cleanup, Tronox, filed for 
bankruptcy protection.  The bankruptcy proceedings have not adversely affected the 
remediation effort.  The Nevada Department of Environmental Protection is working with the 
U.S. Department of Justice on a settlement of the case, and to ensure that remediation efforts 
continue while the settlement is negotiated. 
 
Topock Chromium VI Remediation: From 1951 until 1985, PG&E operated a gas 
compression station near Topock, Arizona that discharged about six million gallons of untreated 
wastewater per year into a local groundwater basin. The untreated wastewater contained 
hexavalent chromium (chromium VI), a corrosion inhibitor and carcinogen that was used for the 
cooling towers at the station.  A large groundwater plume containing chromium VI formed in 
close proximity to the Colorado River, threatening to contaminate the river. 
 
PG&E has since been cleaning and monitoring the plume to prevent the contaminant from 
entering the river.  To date, the cleanup has involved extracting and treating the contaminated 
water, and then injecting it back to the groundwater basin.  This effort has demonstrated a 
significant decline in the presence of Chromium VI. The California Department of Toxic 
Substances Control reviewed nine other cleanup options and is proposing on-site treatment 
combined with freshwater flushing of the plume as a preferred method of cleanup.  
Environmental documents related to the new cleanup methodology are being prepared and 
reviewed by the DTSC and Department of Interior.  
 
The Water Authority has worked closely with MWD to support and provide input throughout 
the process and selection of a preferred cleanup methodology. Both agencies have provided 
comments on the public documents and support the proposed cleanup option. Approval of the 
final remedy will be confirmed in early 2011 by DTSC and DOI, and construction is scheduled 
for 2013.  
 
 
Prepared by:   Dave Fogerson, Senior Engineer  
Reviewed by:   Halla Razak, Colorado River Programs Director 
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September 15, 2010 
 
Attention: Imported Water Committee 
 
Update on the Little Hoover Commission’s Report on Statewide Water Management 
(Information).  
 
Purpose 
This board item provides an overview of the Little Hoover Commission’s (Commission) report, 
Managing for Change: Modernizing California’s Water Governance.   
 
Background 
The Commission is an independent state oversight agency that was created to promote efficiency 
and improve service in public business matters.  The Commission examines issues and makes 
recommendations to the Governor and the Legislature for consideration and action.  Last year, 
the Commission initiated the review of the state’s water supply operations and management as a 
result of concerns that the California Department of Water Resources’ (DWR) mission to operate 
the state water system could potentially be at odds with its task to manage the state’s resources 
and plan for the future (See Attachment 1 for last December’s Board Memo on testimony given 
to the Commission).  On August, 26, 2010, the Commission released its report concluding that 
the state’s current water administration is outmoded and cannot handle current water challenges 
such as irregular and unpredictable precipitation and the balance between urban, agriculture and 
environmental needs (See Attachment 2 for the report’s Executive Summary).  The 
Commission’s recommendations call for the Governor and Legislature to reform the state’s water 
administration to bolster its effectiveness, and create a new independent state-owned water authority 
to manage the operation of the State Water Project (SWP). 
 
Discussion 
In April 2009, the Commission initiated a study of the state’s administration of water resources and 
operation of the SWP.  As a result of several public hearings and subcommittee and advisory 
meetings on California’s water resources governance, on August 26, 2010, the Commission released 
a report entitled, Managing for Change: Modernizing California’s Water Governance (the full 
report could be accessed at http://www.lhc.ca.gov/studies/201/report201.html).  The authors 
concluded that the state’s ability to manage limited water supplies is fragmented due to competing 
missions – the operation of the SWP, which is paid for by the individual contractors that have water 
supply contracts with DWR, and the management of existing water resources and planning for the 
greater need of the entire state. 
 
The Commission recommended restructuring the DWR by centralizing certain water management 
functions and water rights administration into a newly created Department of Water Management 
(DWM) within the Natural Resources Agency.  The DWM would assume DWR’s current 
undertakings such as managing the state’s water resources and planning functions and implementing 
strategies to expand supply and reduce demand through water conservation and efficiency grant and 
loan programs.  Research and data collection currently performed by the Department of Fish and 
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Game (DFG) and the State Water Resources Control Board (SWRCB) would also be taken up by 
the DWM.  In addition, DWM would assume the SWRCB’s function of accounting for and 
administering water rights and enforcing the water rights laws and regulations.  The current 
approach of having the administration and enforcement of water rights under the SWRCB makes it 
difficult for DWR to monitor water abusers and illegal diverters, which is critical to planning for the 
future. In addition, the centralization of planning and management with water rights administration 
would streamline the water transfer regulatory process and thereby encourage more transfers which 
may afford farmers a funding source to invest in conservation and water efficiency technology.  
Table 1 summarizes the recommended key functions of DWM.   

 
Table 1:  Key Functions of Department of Water Management 

Water Management 
(currently under DWR, SWRCB, 

DFG) 

Water Rights Administration 
(currently under SWRCB) 

Water Planning 
(currently under DWR) 

 Measuring water supplies and 
water use throughout the state. 

  Ensuring efficient use of existing 
storage capacity. 

 Environmental and scientific 
research and analysis, including 
instream flow analysis. 

 Data collection to support 
irrigation management. 

 Flood protection. 

 Dam safety. 

 Facilitating water transfers. 

 Tracking how much water has 
been committed to users through 
water rights permits and licenses. 

 Enforcing the water rights permit 
system to prevent illegal or 
unauthorized use. 

 Issuing water rights permits or 
changing existing permits where 
un-appropriated water has been 
demonstrated to exist. 

 Ensuring water transfer 
applications meet water right 
permit conditions. 

 Anticipating future needs and 
developing programs to reduce 
water use and increase water use 
efficiency. 

 Developing storage strategies to 
increase future supply flexibility, 
including reoperation of existing 
state and federal facilities. 

 Developing the California Water 
Plan. 

 Overseeing the Integrated 
Regional Water Management 
program and other grants and 
loan programs. 

 
The Commission also recommended the establishment of a separate, state-owned water authority to 
operate the SWP.  The new entity, the California Water Authority Board, would be tasked with the 
goal of merging the federal Central Valley Project with the SWP under state ownership.  A union of 
the state and federal systems could improve the regulatory efficiency and effectiveness by further 
streamlining water transfers by standardizing contracts and removing contract price disparities 
among state and federal water contractors.  The merger would require an act of Congress to allow 
ownership of federal assets to transfer to the state, which could be a challenging task.  The new 
entity would be guided by an independent board whose members would represent statewide 
interests rather than just the State Water Contractors (SWC).  While the SWC support the idea of a 
distinct and separate entity to operate the SWP, they have not stated whether the composition of the 
newly created board is the best option.   
 
The release of the Commission’s report emerged days before the Legislature adjourned on August 
31.  As a result, the Commission’s Executive Director Stuart Drown said that discussion of the 
Commission’s recommended actions will likely be delayed until after the Legislature convenes in 
regular session on December 6.  It should be noted that with some newly elected officials, the 
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Commission staff would need to brief them and their staff on the report’s recommendations and 
how it coalesces with the water bond measure.   
 
Today, the Commission staff continues to brief the Legislature’s “permanent staff” on the report.  
Drown said the Public Policy Institute of California has expressed interest in conducting further 
analyses on the Commission’s proposal to restructure DWR and create a separate entity to operate 
the SWP.   Also according to Drown, the Legislative Analyst Office is particularly interested in 
further examination on the Commission’s suggested governance model used by the California 
Independent System Operator for the new entity.  If the Governor and Legislature move forward 
with the Commission’s proposal, particularly the creation of a government structure capable of 
implementing the recommendations, a funding mechanism must be devised for the newly created 
DWM (some DWR operations, including the SWP system, are currently funded by the SWC).  
DWR staff and the SWC plan to conduct further meetings to discuss the report’s proposals and its 
bearing on existing operations and management.  In the past, DWR raised concern on funding a 
separate organization, such as the DWM, and the retention of the SWP public trust obligation 
because the construction of the SWP was funded from general obligation bonds and public 
financing via the SWC.  
 
Having a separate entity run the SWP operations would remove existing conflicts between DWR’s 
statewide commitment and its obligations to the SWC.  The structure and composition of a new 
governance entity (DWM) is likely to be hotly debated.  While the SWC recommend that patrons of 
the SWP be represented on the newly created board, the Commission contends that the SWC’s 
suggested structure may encourage a close-minded agenda that obstructs changes for the better good 
of the state.  Deliberation on this issue by DWR, the SWC and the Legislature will likely persist 
through the coming months.  Staff will continue to monitor the impact of the report and any 
emerging legislative bills and will report back to the Legislation, Conservation and Outreach 
Committee. 
 
Prepared by:  Debbie Discar-Espe, Senior Water Resources Specialist    
Reviewed by:   Amy I. Chen, MWD Program Chief 
 
Attachment 1: Water Authority Board Memo on Little Hoover Commission, dated 

December 9, 2009 
Attachment 2: Little Hoover Commission, Executive Summary: A New Governance 

Structure, dated August 2010 
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Imported Water Committee 
December 9, 2009 
Page 2 of 3 
 
Contractors (Contractors) to deliver water through the SWP.  DWR also has a broader 
responsibility to accommodate other interests such as securing water or providing incentives for 
disadvantaged communities, providing flood control, enhancing fish and wildlife and recreation 
and managing power purchase obligations.  In April, MWD Assistant General Manager Roger K. 
Patterson testified that DWR’s varied priorities may not be in the best interests of the obligations 
to the Contractors, who pay the cost to operate and manage the SWP (Attachment 1).  Patterson 
suggested that the SWP may operate more efficiently by creating a SWP utility entity separate 
from DWR’s statewide role.  MWD’s position is supported by the Contractors.  DWR Director 
Lester Snow acknowledged that there are challenges in managing the SWP due to state 
administrative protocols; however, Snow warned that any “new structure should be responsive to 
the unique SWP requirements of utility operation” and suggested that a phased approach be 
assessed.    
 
DWR’s Administrative Challenges.  According to DWR Deputy Director Ralph Torres, given the 
magnitude of problems facing California’s water supply and its recurring fiscal concerns, 
DWR’s ability to adequately staff operations of the SWP is increasingly challenging.  The 
SWP’s operating revenues are paid by the Contractors (as opposed to the state’s general fund), 
yet the operation of the SWP is a DWR function.  As a result, the state’s occasional hiring 
freezes and inability to be competitive with other utility agencies has left DWR with unfilled 
positions and increased difficulty in recruiting a competent workforce.  Snow said during the 
June 2009 Commission hearing, that the SWP is also disadvantaged by the restrictions of 
“administrative protocols DWR must utilize by virtue of being a state agency.”  Snow suggested 
that a new governance structure be investigated, and revealed that the preliminary results of a 
forthcoming DWR internal study on improving the SWP business needs validated that 
conclusion.  The study is scheduled to be completed in early-2010.      
 
Conflicting Responsibilities of the Central Valley and the State Water Projects.  The state and 
federal governments have extensive operational control of California’s water supply that are 
intricately linked by their mission to provide water to their respective contractors; yet differ in how 
their systems are administered.  As the combination of drought, declining fisheries, and economic 
challenges emerged, disagreements had materialized between the CVP and SWP over the priority 
of moving water to and through the Delta and the respective responsibilities of meeting delta 
fishery and quality standards.  According to Patterson, these differences obstruct the ability to 
optimizing water supply operations.  U.S. Bureau of Reclamation (Reclamation) Operations 
Manager Ron Milligan said that in order to make the most efficient use to the common water 
supply available to the CVP and SWP, Reclamation and DWR must work as closely as possible 
to coordinate their respective reservoir releases and Delta pumping operations (Attachment 3). 
Today, it takes the coordinated efforts of Congressional authorizations, interagency agreements, 
regulatory requirements, and contractual obligations to operate the CVP.  While there is benefit in 
integrating the two projects, such is not the case, and the end result is two operating organizations 
with separate contracts, supplies and operators challenged to efficiently manage California’s water 
supply issues.    
 
It should be noted that it was originally envisioned that the CVP and SWP work as one system; 
however when the state could not finance the CVP conveyance system to parched tracts in the San 
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Imported Water Committee 
December 9, 2009 
Page 3 of 3 
 
Joaquin Valley, it turned over the CVP and gave control to the U.S. federal government.  Today, 
Reclamation operates the CVP.  Attempts had been made to divest the federal government interests 
in state water supply operations; the latest effort was made in 1992 but was halted when the Central 
Valley Project Improvement Act (CVPIA) was passed.  To assign the operational control of the 
CVP to the state of California today would require 27 acts of congress, which legislates the 
management of CVP, plus renegotiating measures derived from the CVPIA. 
 
The main focus of the Commission was on governance issues surrounding the supply and 
management of water resources at the state level.  The Commission also received input on the Bay-
Delta Conservation Plan in regards to scientific research and efficiencies, Governor’s Delta Vision, 
and managing SWP power programs.  (Some testimonies could be accessed at 
http://www.lhc.ca.gov/studies/activestudies/watergovernance/watergov.html).    
 
The Commission’s action to assess the governance of the SWP for a more sustainable future is an 
exigent goal.  The question on the combining of the CVP and SWP continues to generate extensive 
debate.  Apart from the overwhelming effort to achieve Acts of Congress and renegotiate the 
CVPIA, if Reclamation were to defer its CVP to the state, will federal funding be spent in 
accordance with state decisions?  What type of governance and management structure should be 
used to manage the water resources?  Is separating the SWP from DWR the less challenging route 
and a viable solution in proceeding to make the state’s water supply more responsive to SWC 
needs?  These questions are still being deliberated by the Commission.  Staff will continue to 
monitor the Commission’s hearings and will report back to the board on the governance options and 
any recommendations that emerge from the Commission. 
 
Prepared by: Debbie Discar-Espe, Senior Water Resources Specialist    
Reviewed by: Amy Chen, MWD Program Chief 
 
Attachments: 1. Testimony of Lester A. Snow, Director, California of Department of Water   

Resources dated June 25, 2009. 
2. Testimony of Roger Patterson, Assistant General Manager of Metropolitan 
Water District dated June 25, 2009. 
3. Testimony of Ron Milligan, Operations Manager, Central Valley Project, U.S. 
Bureau of Reclamation dated June 25, 2009. 
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TESTIMONY OF LESTER A. SNOW 
DIRECTOR 

CALIFORNIA DEPARTMENT OF WATER RESOURCES 
 
 
 

PRESENTED TO: 

 

Little Hoover Commission 
Hearing on State Water Governance 

 
 
 
 
 
 
 
 
 

 
 
 
 
 

June 25, 2009 
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California’s Current Water Management Governance Structure 

 

One topic that has received recent attention from this Commission is whether there 

might be better governance structures for the management of California’s water 

resources.  More specifically, this Commission has asked whether management of the 

State Water Project (SWP) by the Department of Water Resources (DWR) creates 

impediments or conflicts with its other more general state-wide responsibilities for water 

resources planning.   

 

Any discussion of separating or otherwise altering the management relationship of the 

SWP from DWR requires robust analyses of the impacts upon DWR’s core water 

management responsibility. 

 

The Commission received testimony on the topic of water governance at its April 23 

hearing earlier this year, and also is scheduled to receive related testimony today from a 

variety of perspectives.  DWR welcomes the opportunity to share its ideas for 

addressing this important topic and looks forward to the Commission providing the 

results of its efforts.    

 

Background 
 

DWR operates the SWP as a state-owned utility, competing in the appropriate markets 

with other utilities for operational and human resources, while also meeting its 

legislatively mandated trustee responsibilities for transparency and public interest. The 

planning, engineering, operation, maintenance, and management costs of the SWP are 

reimbursed, in accordance with enabling state legislation. Currently, annual SWP costs 

exceed $1 billion.  With the exception of some recreation and fish and wildlife 

enhancement activities, the state General Fund is not responsible for operation costs of 

the SWP. 
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The SWP is the largest state-built, multipurpose water project in the United States.  

DWR has had responsibility for the management, design, construction operation and 

maintenance for over 50 years. Water captured and stored in SWP facilities is released 

from reservoirs to meet a variety of statutory requirements for contractual water supply, 

power generation, flood control, water quality improvement, and recreation and fish and 

wildlife enhancement.  Twenty-nine public agencies composing the SWP water 

contractors have signed long-term contracts with DWR for SWP water deliveries to 

northern, central, and southern California. 

   

In the process of delivering water to areas of need, the SWP generates vast amounts of 

energy, but also creates an even bigger need for energy to run its massive pumps.  

DWR is able to either use its generation for SWP pumping demands or to produce 

revenue to offset operating costs, thus reducing water delivery costs to end users.  As 

the single largest consumer of energy and the fourth largest hydroelectric generator in 

California, the SWP has a significant role in the management and transmission of 

statewide electrical energy sources.   

 

Critique of the Status Quo 
 

Despite being a state agency with a unique mission, DWR’s State Water Project 

operation is subject to the same oversight regulations from the Department of Personnel 

Administration, Department of General Services, Department of Finance, and the State 

Personnel Board as any other state agency.  The standard review times and protocols 

employed by these agencies are often not conducive to the unique requirements of a 

state run utility and frequently place DWR at a disadvantage in meeting the business 

and operational needs of the SWP. 

 

Two specific examples of how the SWP is at a disadvantage are: 

 

1. A 30-year transmission interconnection agreement with Southern California 

Edison (SCE) was expiring and DWR negotiated a new agreement for another 30 years.  
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The Department of General Services (DGS) denied the 30-year term and forced DWR 

to only contract for 5 years on the basis that there might be new opportunities or others 

that could provide this service in 5 years.  DGS obviously did not understand the 

transmission structure.  DWR explained to DGS that another entity is not going to 

speculate and invest millions in building a parallel transmission line and that the rates 

are reviewed and approved by the Federal Energy Regulatory Commission as to 

reasonableness.  This contract will expire within the next year and DWR’s limited staff 

will need to go through the same process again.  Also, by having this short term, allows 

SCE to revise their rates or state that there are additional system impacts that we have 

to pay for. 

 

2. Another detriment is the inability to access robust and active electronic energy 

trading markets.  The host of this electronic trading platform requires their form of 

agreement to be signed by all participants and they are unwilling to negotiate the terms 

of their standard agreement.  As such, the SWP is blocked from transacting with a 

segment of the energy market, especially in a real-time situation where there are a 

limited number of participants outside of the electronic exchange.  We estimate this has 

resulted in the SWP paying over $5 million more in power costs per year.  

 

As a result, avoiding impacts to the continued safe and reliable operation of the State 

Water Project is now a major concern among those in DWR who have responsibility for 

its operation.  That concern is magnified when considering the new operational 

challenges for the SWP in response to climate change, drought, environmental 

protection, judicial orders, and new regulatory requirements. 

 

As a routine business practice, DWR continuously initiates business and engineering 

improvements (both internal and contracted) to its management, operation, and 

maintenance of the SWP.  The efforts have historically allowed DWR to meet its goal of 

delivering affordable SWP water to over 23 million Californians in a safe and reliable 

manner.  While noteworthy, DWR is discovering these successes are increasingly 
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restricted by administrative protocols DWR must utilize by virtue of being a state 

agency.    

 

Although arguably meeting the needs of most state agencies, the protocols clearly were 

not written with DWR’s unique role in operating the nation’s largest state built water 

delivery system in mind.  The business climate in which the SWP is operated frequently 

requires timely management reactions that are out of synch with the multi-layered 

review and approval process administered by external state control agencies. 

 

Last year, DWR launched an internal study of how it might update its relationship with 

oversight agencies within state government to better meet the business needs of 

operating the SWP.  The study began with a survey of past reports and studies 

describing how various business initiatives fared within the state agency approval 

process.  These initiatives were often meant to address some of the same concerns this 

Commission has already heard from presenters regarding SWP personnel problems in 

the human resource areas of recruitment, compensation, position approvals, and 

contracting. 

 

What is especially noteworthy from the survey is the emerging conclusion that a new 

governance structure for the SWP, and by implication, for DWR, should be investigated.   

 

The early impetus for the DWR study had been to investigate governance alternatives 

to address SWP business limitations of its existing governance structure.  However, it 

became clear that was only a partial benefit that a new governance structure can 

provide.  Our study has since been expanded in scope to discuss how different 

governance structures can also preserve and enhance the overarching public interest 

responsibilities inherent in DWR’s role as the state’s premier water resource manager.   

 

While DWR’s study is not yet complete here are some early observations for 

consideration. 
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• At a minimum, a new governance structure should be responsive to the 

unique (to state government) SWP requirements of utility operation in the 

areas of human resources and contracting; 

  

• The multi-purpose benefits of the SWP include water supply, energy supply, 

water quality, recreation, flood control, and fish and wildlife enhancement thus 

giving rise to a variety of interests that may need to be balanced in any 

alternative governance structure; 

 

• Given the complexity and integration of the SWP supporting infrastructure 

within DWR, a phased approach to any alternative governance structure 

would need to be investigated and impacts to other programs of state 

importance must be assessed; 

 

• Since G.O. bonds and other public financing were used for the construction of 

the SWP, the benefits derived must benefit the people of California.  This 

public trust obligation of the SWP must continue and be retained in any form 

of governance; 

 

• Assignment of water rights to DWR for the development of the SWP must be 

retained by the State as these rights preserve the public interest. 

 

Efficiencies and Statewide Benefits of an Integrated Water Management Agency 
and State Water Project 
 

While any alternative model, at a minimum, should improve the business functions 

underlying SWP safety and reliability concerns, it is also imperative that the preferred 

alternative include a discussion on how the public trust and resource stewardship 

values of DWR and the SWP will be preserved and protected.  If any alternative would 

alter the traditional reporting relationship of SWP management to external 
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administrative bodies, policy and legislative issues should also be discussed, including 

which current benefits associated with state agency stewardship might be impacted.   

 

A robust discussion should also address how to preserve the efficiencies that come 

from having the knowledge base and expertise supporting the SWP available to the 

state’s general statewide water planning, flood protection and local assistance 

functions.  Separation of the SWP, while perhaps accomplishing some goals, will almost 

certainly result in the duplication of some water management functions and the 

dissolution of centers of staff expertise and therefore should be studied with attention to 

these effects. 

 

Separating the SWP from DWR could result in a variety of unintended consequences.  

The integration of the SWP within DWR currently provides for unique cross-training 

functions in the water resources engineering and scientific fields.  For example, a DWR 

employee may work on a matrix-team style project to integrate the purchase and 

management of mitigation lands for flood projects with lands set aside for SWP 

mitigation purposes to achieve optimal swainson’s hawk habitat.  On a project like this, 

DWR is able to easily draw upon a wide variety of intradepartmental expertise from a 

number of divisions. 

 

With any discussion of governance restructuring it is important that we proceed in a way 

that addresses and fully recognizes these concerns and more.  The worst outcome for 

Californians would be one in which we make the state’s water supply less reliable and 

more expensive under the pretense of doing the opposite.  
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Mr. Chairman and Honorable Commissioners: 
 
Thank you for the invitation to participate in your commission’s hearing on the governance 
structure of one of California’s most important resources – water.  I also will comment on my 
experience dealing with water rights in Nebraska. 
 
My name is Roger K. Patterson and I am Assistant General Manager for Metropolitan Water 
District of Southern California.  Prior to my position with Metropolitan I was Director of the 
Department of Water Resources and Director of the Department of Natural Resources for the 
State of Nebraska.  Prior to that I worked 25 years for the Bureau of Reclamation most recently 
as the Regional Director of the Mid-Pacific Region in Sacramento where I had responsibility for 
the Central Valley Project. 
 
This testimony will focus on answering the following four questions posed by your commission: 
 

1. Are there areas of conflict between state water management agencies and their inherent 
ability to manage water rights? 
 

2. Could performance and efficiency be improved under a different governance structure? 
 

3. What structural barriers limit coordination and improved outcomes? 
 

4. What could California learn from governance and water management models in other 
states? 

 
Before I attempt to answer your specific questions, I wish to make some initial overall remarks 
focusing on how the water system could be operated more efficiently: 
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Introduction 
 

 
 
The State Water Project (SWP) and the Central Valley Project (CVP) and their appurtenant 

infrastructure were developed by the federal and state government to harness the water resources 

of California based on a singular vision crafted in the early 20th century. Together, they are 

perhaps the most elaborate public water utility system developed in our nation. The SWP was 

designed to accomplish multiple purposes including water supply, flood control, recreation, and 

fish and wildlife enhancement. The multipurpose expectations within a complex ecosystem has 

brought to bear great challenges on the operation and decision making of both projects with 

various state and federal agencies including CA Department of Water Resources, CA Fish and 

Game, Parks and Recreation, Boating and Water Ways, State Water Resources Control Board, 

Regional Water Quality Control Board, Bureau of Reclamation, U.S. Fish and Wildlife Service, 

National Marine Fisheries Service, and Federal Energy Regulatory Commission, to name a few. 

Despite these myriads of state and federal agencies, each with its own specific mission, the SWP 

still has the potential to provide multiple benefits for decades to come, but not within its current 

governance structure. 

 

The SWP is plagued with a wide variety of problems and challenges, some of which are endemic 

and others of which are interagency in nature. Without exhausting the list, I shall mention a few: 
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 Structural Problems 

 

Conflicting Roles in Operation of the State Water Project and statewide responsibilities: The 

internal structure of DWR coupled with the varied activities of several agencies on water 

management have placed an increasing burden on DWR’s ability to balance its function as the 

operator and manager of the state water project facilities with its statutory statewide Delta Levee, 

water planning, flood control, and power purchasing obligations. This places DWR’s contractual 

obligations to secure and deliver water to its water customers in potential conflict with its 

broader resources responsibilities. This has the potential to compromise sound infrastructure 

decisions in the interest of the water system in order to accommodate the demands of other 

interests (or at least to give such appearance). Conceivably, the interests being accommodated 

may not be the same as the one bearing the risk and cost consequences of decisions made. 

 

Cumbersome Decision-Making Process and Impact on Cost: This problem is two- fold.  First, the 

existing administrative structure requires application of rules and procedures from other state 

agencies on the SWP, which often impede timely actions without regard to cost implications on 

bill payers. Second, and as a corollary to the first, such reliance separates decisions from risks. In 

essence, these procedures are designed for internal statewide administrative control and do not 

necessarily consider the cost implications or operational needs of a public utility such as the 

SWP. 
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Implementation of Business Tools/Practices for SWP Decision Support System:  

The varied functions of DWR and the need to comply with State budgeting and administrative 

procedures have constrained DWR’s ability to timely develop and implement business tools and 

practices needed for a complex water utility such as the SWP.  Even routine activities such as 

budget preparation and monitoring are difficult, time consuming and duplicative due to the 

different budget reporting cycles for the general fund and SWP activities. The existing structure 

provides for limited review and input by the State Water Contractors (SWC) on operations and 

maintenance expenditures for field operations. The management of the water system could 

benefit from planning tools and programs that facilitate better alignment of priorities and critical 

cost decisions and risks. Such tools are difficult to implement within DWR’s existing 

organizational environment.  

 

Lack of Central Coordinating / Decision-Making Body (Governance body): There is no central 

coordinating body to serve as a governing entity with responsibility and accountability to the bill 

payers and as a clearinghouse for review, coordination, and resolution of interagency and 

statewide conflicts. As such, key decisions are sometimes made without adequate consultation or 

input from key stakeholders such as the SWC. 

 

Incomplete Project Financing: The SWP is a multipurpose project and the State assumed the 

responsibility for the infrastructure costs of recreation. The Davis-Dolwig Act, Water Code 

Section 11912, makes it clear that the share of SWP infrastructure and operating costs for 

recreation and fish and wildlife enhancement are to be paid by the general fund. The general 

Page 47 of 260



-6- 
 

fund has not provided funding for many years. If left unresolved, this lack of funding will 

adversely affect the long-term financial health of the project. 

 

Central Valley Project:  The CVP is owned and operated by the U. S. Bureau of Reclamation 

(Reclamation); a Bureau within the Department of Interior.  Much like DWR, Reclamation is 

faced with multiple responsibilities including the operation of the vast CVP.  Reclamation must 

operate within the Federal personnel, contracting, budgeting, and policy system.  It is worth 

noting that the original plan for the CVP and SWP was to build and operate them as one system.  

Because of fiscal challenges within the State of California the Federal Government was called on 

to build the CVP with construction of the SWP to follow years later.  The result; two projects 

with separate contracts, water supplies, and operators. 

 

Possible Solutions 

Option A 

SWP as an Independent Public Utility: Common and inherent in the problems outlined 

above is a need to separate the SWP ownership, operations and management from DWR 

to enable the project to  run as an independent public utility consistent with appropriate 

business oriented practices. Such a public utility would be governed by a Board of 

Directors.  The Board could be appointed or elected.  Options for appointment include 

appointments to the Board being made by the governor, with confirmation by the 

Legislature; appointment by the customers of the project (as is done at Metropolitan); or a 

combination of methods. 
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Option B 

Creation of an Independent State Water Project Enterprise outside of DWR : 

Alternatively, if the State Water Project for policy reasons must remain as part of the 

Natural Resources Agency, an independent  State Water Project enterprise with its own 

governing structure and operating policies for such activities as contracting, purchasing, 

hiring and pay could be established. The governing structure could be made up of 

representatives of the SWC and other stakeholders appointed at large by the governor, 

subject to senate confirmation. The enterprise would have responsibility for the operation 

and maintenance of the SWP infrastructure including electric power, plan, design and 

construction of additional facilities, and accountability to bill payers and the legislature. 

Option C 

Contractor Operated Public Enterprise 

This proposal would require the State Water Project contractors to assume the full 

responsibility for ownership, operation and maintenance of the state water project. The 

contractors would be responsible for all financial aspects of the SWP and would be 

required to operate within all appropriate permits and regulations. 

 

I am not proposing any particular option at this point.  I believe a thorough evaluation of 

these and other options should be made involving DWR, the SWP contractors, and other 

stakeholders before a decision is made.   I would encourage the initiation of such an 

evaluation. 

Regardless of which option may ultimately be adopted, a more efficient operation of the 

SWP may benefit from additional measures including: 
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Off-loading remote mountain reservoirs to Interested Parties: Remote elements 

including lakes and reservoirs in the upper Feather watershed developed primarily for 

the purpose of recreation should be off-loaded to DWR General Fund, Parks and 

Recreation, Boating and Waterways, or any party which would be able to operate and 

maintain such facilities in the public interest.  

 

Merging the SWP and CVP:  Regardless of which future governance structure is 

selected for the SWP, consideration should be given to merging the SWP and CVP 

under joint ownership as originally intended.  This would be complicated and not 

without controversy.   It would require an Act of Congress for the title of the CVP to 

pass from the United States to another entity.  Existing contracts would have to be 

honored as well as all regulatory responsibilities.  However, I believe significant 

benefit would accrue to California over time as the operation, facilities, and water 

supplies of the two projects became integrated. 

 

With the above remarks in mind, let me now attempt to answer each of your specific 

questions. 

 

 

1. ARE THERE AREAS OF CONFLICT BETWEEN STATE WATER MANAGEMENT 
AGENCIES AND THEIR INHERENT ABILITY TO MANAGE WATER RIGHTS? 

 

DWR has the primary responsibility for operation and management of the SWP facilities. Many 

of the administrative conflicts among state water management agencies and their inherent ability 

Page 50 of 260



-9- 
 

to manage water rights derive from four primary sources including (i) DWR’s varied 

responsibilities; (ii) the project’s many purposes; (iii) the geography, distribution, and use of 

available water supplies; and (iv) the emergence and prominence of environmental consideration 

and laws.  

 

While DWR manages the SWP for the benefit of its millions of domestic, municipal, industrial 

and agricultural customers, it also has general planning, flood control, water management, dam 

safety and other state-wide responsibilities that are independent of operation of the SWP.  As the 

manager of the SWP, DWR essentially acts as a public utility manager and should be able to 

focus on how best to provide its customers with a reliable supply of high quality water in a cost 

effective manner.  It should not have to compromise that obligation by considering its broader 

role as a state water planner and manager (recognizing, of course that it must consider and 

comply with regulatory obligations imposed on the SWP by regulatory agencies).  On the other 

hand, DWR cannot let its SWP utility manager obligations interfere with what is best for the 

entire state.  This potentially significant inherent conflict puts DWR in a difficult situation and 

may lead to dissatisfaction by both its water supply customers reliant on its management of SWP 

water rights and by the entire state reliant on its planning, flood control and other roles.  For 

these reasons we strongly support recommendations to consider creating a SWP utility entity 

separate from DWR’s statewide planning role. 

 

DWR is constrained by regulations administered by the Departments of Finance, General 

Services, Personnel Administration, the State Personnel Board, the State Controller’s Office, and 

the Attorney General.  The standard review times and protocols employed by these agencies are 
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often not conducive to the unique needs of a state run utility and frequently place DWR at a 

disadvantage in meeting the business and operational needs of the SWP. In addition, as the State 

of California balances the interests of multiple agencies it is not uncommon for one state agency 

to take a position in opposition to another. However, at times DWR is reticent to oppose other 

state agencies that take positions which may negatively impact the SWP. We would simply 

characterize this as a significant conflict of interest. 

 

The project’s many purposes including water supply, flood control, and recreation and wildlife 

enhancement, bring together the activities of several state and federal agencies with separate but 

specific missions to bear on how the state water project facilities are operated and managed.  A 

business-oriented SWP utility separated from DWR’s planning role will be more effectively 

positioned to efficiently run the state water facilities.   

 

Another area of conflict in management of California’s water rights lies in the geography, 

distribution and use of available supplies. Whereas, most of available water supply originates in 

the northern part of the state, most of the demand for that water occurs in Central and Southern 

California.  Those areas that rely on imported water have invested heavily in the development of 

California’s water delivery system and its ongoing maintenance. To them every additional 

restriction on water supply is at the expense of their investments and seen as a threat to future 

growth and their economies. Those from within the area of origin have the added concern to 

ensure that their preferential rights and ability to tap into available water resources for present 

and future beneficial use are not infringed upon.  All of this combines to add more complications 

to management of the state’s water resources.  
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Additionally, legislative enactments and lawsuits designed to protect the environment and 

endangered species and to preserve natural habitats have further complicated how water 

management agencies do their jobs. A separate business-oriented SWP public utility, while 

committed to realizing stated environmental objectives, would have a better structured decision-

making infrastructure to fulfill that obligation without compromising its water supply objectives.  

 

2. COULD PERFORMANCE AND EFFICIENCY BE IMPROVED UNDER A DIFFERENT 
GOVERNANCE STRUCTURE? 

 

The development of the state’s water resource facilities has allowed the development of 

California’s economy. However, the water system may be teetering on the verge of collapse due 

to some apparent structural problems some of which have been outlined in my opening remarks. 

The existing governance structure places the management of the SWP within DWR which has 

other statutory statewide obligations including delta levee, water planning, flood control, and 

power purchasing. The burden on DWR’s ability to balance these multiple functions has the 

potential to compromise decisions that could be made in the best interest of the project, in 

addition to the level of effort devoted to it.  This places DWR’s contractual obligations to secure 

and deliver water as an advocate for its water customers in conflict with its broader resources 

agency obligations. This conflict extends to dam safety where the Perris Reservoir, for example, 

has been identified as seismically unsafe. This reservoir is not essential for water supply but 

continues to operate for recreational purposes. But the risk and cost of failure are the contractors’ 

not DWR’s. Separating DWR’s role as the operator and manager of the State’s water system 
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from its regulatory and other statewide statutory functions, with appropriate decision-making 

structure, will facilitate efficient operation for both functions. 

  

Additionally, those who are charged with the responsibility for financing the infrastructure and 

maintenance costs have little input into how the system is managed and often not engaged early 

enough in the planning process.  Whereas, the bulk of the costs of the SWP are paid by the State 

Water Project contractors, they have no authority in cost decision-making. As a result, critical 

decisions are often made without regard to costs and associated risks. In the interest of 

preserving the integrity of the water supply system, the management of the water supply 

facilities should be separated from other statutory obligations of DWR and run independently.  

 

In the area of financial performance, the state has failed to meet its Davis-Dolwig obligations for 

the SWP infrastructure costs attributable to recreation facilities. The general fund has not 

provided funding for many years. If left unresolved, this lack of funding will adversely affect the 

long-term financial health of the project. There are other issues of effective cash flow 

management that the department is yet to resolve. 

 

Although the SWP is a large energy user within California and routinely sells and buys energy, it 

is constrained by State regulations to conduct the same transactions and hedge energy costs that 

publicly-owned and investor-owned electric utilities conduct under state oversight. Hence these 

constraints lead to higher costs and disadvantageous acquisition and negotiation opportunities. 

Under current arrangements, energy related contracts and services regardless of the amount 

involved, must contain State of California required special terms and conditions that are non-
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standard to the industry.  There is no delegation of authority to DWR for approval of energy 

related contracts.  As a public utility under a different governance structure, the SWP governing 

board would be able to establish procurement guidelines consistent with state laws, and delegate 

various levels of approvals to different levels of management, while reserving to itself approval 

of only the significant and sole source contracts and purchases for the benefit of the SWP. Such 

procedures would offer the flexibility needed by the SWP to react in a timely manner to energy 

procurement opportunities and allow the SWP access to the other tools utilities use to assist in 

controlling costs. 

 

3. WHAT STRUCTURAL BARRIERS LIMIT  COORDINATION AND IMPROVED 
OUTCOMES? 

 

The State of California has a vast administrative structure requiring stringent rules and 

procedures to maintain operational consistency and control for all its activities. DWR as the 

operator and manager of the SWP is one of the departments of this vast structure subjected to the 

same rules and procedures as other general funded organizations. However, the operational needs 

of the SWP are significantly different from those of other organizations, often requiring quick 

actions in order to maximize opportunities in fluctuating market conditions. Moreover, the 

vastness of the SWP infrastructure and its maintenance and operational requirements are unique 

from any other system within the State’s organizational structure. Due recognition must be made 

of these differences rather than deference to strict adherence to statewide rules and procedures to 

improve timely actions and costs. For example, the Department of General Services (DGS)  

holds the approval authority over DWR’s procurement contracts with limited delegation of 

authority to DWR and no authorization to negotiate changes to the state standard contract.  The 
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cost of delays in lost procurement opportunities, particularly in the area of energy purchases, 

including renewable resources, could be avoided with a governing board and a structured 

delegation of authority within the SWP.  

 

The key concern is the inability of DWR to take timely actions consistent with industry standard, 

especially in such activities as electric power procurement and implementation of modern 

technologies such as computerized control and financial systems. The DWR as a state 

department is subject to the rules of general-funded activities despite being mostly funded by the 

SWC. DWR is constrained in large measure by its obligation to conform to the expectations and 

procedures set by other state agencies. For example, the Personnel Board and Department of 

Personnel Administration are responsible for setting job classifications and pay scales relative to 

skills set across the whole state enterprise with little consideration for the uniqueness of the 

SWP, or the complexity of each task environment. Some of the job classifications have created 

situations where only engineers are performing cost accounting functions, while the non-

competitive pay scales have contributed to DWR’s inability to attract and retain needed talents. 

These constraints have placed DWR at a distinct disadvantage in hiring skilled staff especially in 

the area of energy management, cost accounting, financial management, and technicians needed 

to rehabilitate aging and complex pumps and generators. 

 

Additionally, there are situations where the DGS’ procurement requirements do not lend 

themselves to the requirements of energy spot purchase in a highly competitive market place. 

Also, the failure of the state to fulfill its obligations under the Davis-Dolwig Act demonstrates 
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lack of clear outline for payment of the State’s portion of the SWP costs by the Department of 

Finance.  

 

The above examples underscore the effect of actions by other agencies and their administrative 

rules and procedures on operation of the SWP. Creating an environment where the operation and 

maintenance of the SWP will not be subject to such constraints through an alternative 

governance structure will invariably ensure that the system is more efficiently operated. 

 

4. WHAT COULD CALIFORNIA LEARN FROM GOVERNANCE AND WATER 
MANAGEMENT MODELS AND METHODS IN OTHER STATES? 

 

It is often said that structure influences outcome. There are several models of governance 

available when it comes to the management of public water utilities. Determining the most 

appropriate governance structure for California’s state water project will depend on the 

overarching objectives to be accomplished. Any governance structure must facilitate the 

accomplishment of the following objectives in an economical and environmentally sensitive 

manner: 

 

• Efficient operation of the State Water Project 

• Responsiveness to customer needs 

• Sensitivity to environmental needs 

• Accountability to bill payers and the legislature 

• Manage the political and trust factor 

• Promote integrated management decision making with institutional transparency 

Page 57 of 260



-16- 
 

• Invest for the future 

 

Some of the models of governance available in other states include: 

• Government owned corporation such as the Tennessee Valley Authority 

• Government owned, JPA operated such as the San-Luis Delta Mendota Water Authority 

• Independent Quasi-Government Agency such as Central Arizona Project, Central Utah, 

North Colorado Water and Conservation District 

 

A cursory examination of these models clearly reveals three common attributes. The first is that 

each is governed by an appointed or elected board. The second is that the composition of each 

board reflects the geographical area served by the organizations represented by the board. The 

third is that the governing board is accountable to its customers. 

 

Regardless of which model of governance California adopts to manage the SWP, it is important 

that the SWC be adequately represented in the governance structure.  The key focus of such a 

board would be on financing, water and energy management, and operations and maintenance of 

the SWP while still meeting the State’s water rights and environmental protection guidelines.  

 

As a major contractor, Metropolitan Water District of Southern California is very interested in a 

well run, effective and efficient SWP in order to meet its own water supply reliability and cost 

objectives. Metropolitan bears the majority of cost for the SWP paying on the average 65 percent 

of the power costs, 52 percent of the transportation costs and 46 percent of costs associated with 
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Table A entitlement. On the average, Metropolitan’s annual costs for the SWP are approximately 

$500 million. 

 

NEBRASKA EXPERIENCE ADMINISTERING WATER RIGHTS 

 

I was asked to comment on my experience dealing with water rights and water administration 

during my time as the Director of Natural Resources for the State of Nebraska.   

 

During my career I have had responsibilities in 13 of the western states.  As a result, I have had 

the opportunity to be exposed to the way various states handle water rights within their 

respective state.  The most extensive experience I have had in this area was during the six and a 

half years I served as the Director of Water Resources/Natural Resources with the State of 

Nebraska.  In this capacity I served as the top water official for the state and was in charge of the 

granting and administration of surface water rights.  I also had certain responsibilities associated 

with groundwater use. 

 

While many of the western states handle water rights in a similar manner, there are differences; 

some of them substantial.  In Nebraska surface water is administered under the prior 

appropriations doctrine – first in time first in right.  Groundwater is managed under a correlative 

rights approach – share and share alike.  Surface water rights are granted and administered at the 

State level.  Groundwater is managed at the local level by 23 Natural Resources Districts.  The 

State plays a significant role however in the management of hydrologically connected 

groundwater.  It is the state’s responsibility to determine when a basin becomes fully 
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appropriated.  In making that determination, both existing surface water and hydrologically 

connected groundwater use is considered.  A fully appropriated determination by the State results 

in a moratorium on new groundwater development and the granting of new surface water rights. 

 

All water rights are subject to measurement and reporting.  The Department of Natural 

Resources (DNR) has 5 field offices throughout the state to oversee water rights administration.  

All diverters are limited to the rate, timing, and place of use in their water right.  They are not 

allowed to divert if their diversion will adversely affect a more senior water right.  Water rights 

can be granted for instream flows for fishery purposes. 

 

All basins within the state of Nebraska have been adjudicated.  Water rights must used within 

any five year period or they are subject to cancellation.  DNR systematically re-adjudicates 

basins throughout the state during which each water right is reviewed for use.  Hundreds of water 

rights have been cancelled by the state over the years for nonuse.   

 

DNR relies heavily on Administrative Law Judges (ALJs) for many of these contested 

proceedings.  ALJs have proven to be an effective and efficient tool in handling these cases.  

With the help of ALJs, DNR is able to manage multiple proceedings at any one time.  The ALJ 

reviews the record, takes testimony, and prepares a report with a recommendation.  As the 

Director, I would make the final decision based on the record and report of the ALJ.  Any 

challenge to my decision had to be filed with the Court of Appeals – the State Supreme Court 

would usually take these cases directly. 
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A functional water rights system must be based on clear rules with consistent enforcement of 

those rules.  Measurement and reporting of water diversions is key to sound water rights 

administration. 

 

A copy of the Nebraska Surface Water Statutes is attached for your information. 

 

Thank you for the opportunity to participate in this hearing.  I would be happy to answer 

questions. 
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Testimony by Ron Milligan,  
Operations Manager, Central Valley Project 
US Bureau of Reclamation 
 
 
The Little Hoover Commission hearing on Water Governance 
Thursday, June 25, 2009 
State Capitol, Room 437, Sacramento, California 
 
 
Federal Perspective: Central Valley Project and Water Management in California 
 
Introduction  
 
The Central Valley Project (CVP) is one of the largest water projects in the world and is 
also one of the most complex and challenging to operate.  Together with the State Water 
Project (SWP), the projects serve as the framework for the movement of water 
throughout much of California.   The CVP functions under a patchwork array of 
Congressional authorizations, interagency agreements, regulatory requirements, and 
contractual obligations that govern the daily operations and seasonal performance of.  
The operation of the CVP is further complicated by the ever changing landscape we 
experience today.  The current combination of drought conditions, declining fishery 
populations, financial crises, and the economic downturn contribute to the uncertainty 
about water supplies into the future, but also emphasize the need for effective and 
immediate action. 
 
Background 
 
The CVP was originally conceived as a State project to protect the Central Valley from 
crippling water shortages and devastating floods. Many of the major facilities of today's 
project were included in the State Water Project formulated in the 1930's. In the 
depression era, however, the State was unable to finance the project. Most of the water 
development envisioned by the State was accomplished by the Federal CVP, beginning 
with its initial authorization in 1935.  
 
Work began in 1937 with the Contra Costa Canal which started delivering water in 1940. 
The next facility built was Shasta Dam, the keystone of the project. Work on the dam 
began in 1938, and water storage started even before its completion in 1945. Congress 
subsequently passed 13 separate measures to authorize the development of the other 
major project facilities over the next 3 decades. The final dam, New Melones, was 
completed in 1979.  
 
The CVP serves agriculture, municipal, and industry needs in the Central Valley as well 
as major urban centers in parts of the San Francisco Bay Area; it is also the primary 
source of water for many of the Central Valley’s wildlife refuges.  
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In addition to delivering water for farms, homes, factories, and the environment, the CVP 
is a major producer electric energy for municipalities and is a chief component of the 
flood management system in the Central Valley protecting agricultural areas and major 
urban centers.  The project also affords flow stability, recreation opportunities, and water 
quality benefits. While the facilities are spread out over hundreds of miles, the CVP is 
financially and operationally integrated as a single large water project.  
 
In summary, the CVP: 
 

• Reaches from the Cascade Mountains near Redding in the north some 500 miles 
to the Tehachapi Mountains near Bakersfield in the south. 

 
• Is comprised of 18 dams and reservoirs, 11 powerplants, and 500 miles of major 

canal as well as conduits, tunnels, and related facilities. 
 

• Annually delivers about 7 million acre-feet on average for agriculture, urban, and 
wildlife use. 

 
• Provides water to irrigate about 3 million acres or approximately one-third of the 

agricultural land in California. 
 

• Furnishes water for municipal and industrial use to supply close to 1 million 
households with their water needs each year. 

 
• Dedicates in most years 800,000 acre-feet of water to fish and wildlife and their 

habitat and 410,000 acre-feet to Federal, State, and private wildlife areas and 
wetlands pursuant to the Central Valley Project Improvement Act (CVPIA). 

 
• During an average water year, generates over 5 billion kilowatt hours of 

electricity to meet the needs of some 2 million people.  
 
What “Governs” CVP Operations? 
 
The operations of the CVP are carried out consistent with Congressional authorizations, 
applicable law, and contractual obligations.  These include the various authorizing 
legislations, the terms and conditions of the Biological Opinions from the US Fish and 
Wildlife Service and the National Marine Fishery Service, the water right permits issued 
by the State Water Resources Control Board (SWRCB), various interagency agreements, 
and numerous contracts for the delivery of water supplies.  A summary of many of the 
different laws, directives, and orders the govern CVP operations is provided as 
attachment 1. 
 
The CVP was originally authorized by the Rivers and Harbors Act of 1935 and was 
reauthorized by the Rivers and Harbors Act of 1937.  The 1937 Act provided that the 
dams and reservoirs of the CVP “shall be used, first, for river regulation, improvement of 
navigation and flood control; second, for irrigation and domestic uses; and, third, for 
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power.”  The CVP was reauthorized in 1992 through the Central Valley Project 
Improvement Act (CVPIA).  The CVPIA modified the 1937 Act and added mitigation, 
protection, and restoration of fish and wildlife as a project purpose. Further, the CVPIA 
specified that the dams and reservoirs of the CVP should now be used “first, for river 
regulation, improvement of navigation, and flood control; second, for irrigation and 
domestic uses and fish and wildlife mitigation, protection and restoration purposes; and, 
third, for power and fish and wildlife enhancement.” 
 
Beyond the set of authorizing legislation, the CVP is permitted by the SWRCB to store 
water during wet periods use.  Both the CVP and SWP operate pursuant to water right 
permits and licenses issued by the SWRCB to appropriate water by diverting water into 
storage, by directly diverting water for immediate use, and by re-diverting releases from 
storage later in the year. As conditions of these water right permits, the SWRCB requires 
the CVP and SWP to jointly meet specific water quality, quantity, and operational criteria 
for the rivers below the reservoirs and within the Delta. 
 
Contractual obligations also guide CVP operations.  Over the years as the various 
divisions of the CVP became operational, Reclamation entered into long-term contracts 
with water districts, irrigation districts, and others for delivery of CVP water.  In total 
approximately 250 CVP contracts provide for varying amounts of water delivery – some 
of these contracts specify minimum deliveries, while for others the quantities range 
depending on the availability of water. The nature of the contracts also varies.  Some of 
the contracts are with entities claiming water rights senior to the CVP such as the 
Sacramento River Settlement contractors, the San Joaquin Exchange Contractors, and the 
City of Sacramento.  These contracts make it possible to operate the project in a manner 
to develop water supplies and enter into contracts are for water service. 
 
State and Federal Coordination 
 
In order to make the most efficient use to the common water supply available to the CVP 
and SWP, Reclamation and DWR must work as closely as possible to coordinate their 
respective reservoir releases and Delta pumping operations.  The operations staffs for the 
two projects work in very close proximity at the Joint Operations Center (JOC) in 
Sacramento.  The control rooms for the two projects are housed side by side to allow for 
maximum communication during daily operations.  These control rooms are staffed 24 
hours a day, and the close working relationship allows the two projects to be operated 
remotely using the same information and knowledge about the others project’s actions.  
During flood emergencies, Reclamation and DWR join with the National Weather 
Service and the U.S. Army Corps of Engineers at the JOC for joint action during flood 
emergencies. 
 
The close CVP/SWP operations are made possible by a number of agreements between 
Reclamation and DWR, but the most significant is the Coordinated Operation Agreement 
(COA).  Signed in 1986, the COA outlines the shared responsibilities of each project to 
meet Delta water quality and flow objectives.  For over twenty years, the COA, and the 
commitment to work together, has helped the two projects make the best use of their 
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respective facilities.  As new Delta infrastructure is contemplated and water quality 
parameters are developed, the COA will also need to be examined so that the projects 
continue to make equable use of the common water supply. 
 
In addition to these coordinated operations, the CVP and SWP share several important 
facilities in the San Joaquin Valley.  The major CVP elements within the San Luis Unit 
were developed in coordination with DWR.  The CVP and the SWP jointly use San Luis 
Reservoir, O'Neill Forebay, more than 100 miles of the California Aqueduct (San Luis 
Canal), and the related pumping and generating facilities.  While Reclamation holds title 
to these features, DWR operates and maintains them. 
 
Power Generation 
 
Although water operations take precedence over power generation, hydroelectric power 
is a key product of the CVP.  The first priority of the electricity generated is for project 
uses such as pumping project water through the network of CVP canals.  This includes 
power to the Jones, Dos Amigos, Gianelli, and O’Neill Pumping Plants as well as many 
smaller canal-side pumps.  In most years, the power generated by the CVP exceeds the 
direct needs of the project and the additional generation is made available to a group of 
northern California municipalities through “preference power” contracts. 
 
Since the creation of the Department of Energy, the Western Area Power Administration 
(Western) administers these contracts and provides for the transmission of CVP 
generation.  Consistent with scheduled water releases, Western works with Reclamation 
and the preference power customers to help “shape” each day’s generation to best meet 
the needs of this customer group.  The CVP power customers are critical to the financial 
integrity of the project given these municipalities pay a significant share of the annual 
costs to operate the CVP. 
 
Summary 
 
From its conception, the Central Valley Project was one of Reclamation’s most ambitious 
projects.  The engineering and financial challenges were daunting, but the outcome was 
an enormous release of economic productivity.  The project has served the State well 
over the last sixty years helping to make the Central Valley the richest agricultural region 
in the country.  The CVP has prevented billions of dollars in flood damages and untold 
loss of live and property.  The hydroelectric energy generated by the project has been a 
vital asset to an ever growing State. 
 
Water has always been the key issue in the West, and water issues in California are 
especially complex.  The operators of the CVP and SWP manage these projects to meet a 
wide range of project purposes while at the same time trying to minimize the effects to 
multiple species and satisfy a wide array of other requirements.  All of this is carried out 
within the swirling uncertainty of declining fish populations, budget instability, and the 
prospect of climate change. 
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All living things need water – it is our obligation to use it wisely in the most effect ways 
possible.  The test for our policy makers and those managing our water resources is to 
meet our challenges while preserving the existing cooperative framework that now exists 
among the resource managers at all levels.  To this end, Reclamation fully supports the 
Governor’s efforts to develop a durable Delta solution.  To be successful this effort will 
require some of the same creativity and innovation displayed in developing the CVP and 
SWP in the last century. 
 
Although the Delta is clearly the hub of our water supply system and the leading edge of 
many of our current issues, this is not just about the Delta.  The operations in the Delta 
are inherently linked to the reservoir releases made upstream.  Hopefully our work in the 
Delta can serve as a foundation to create a comprehensive water management strategy for 
the future. 
 
I have tried here to touch upon the many factors that govern the operation of the CVP.  I 
hope my testimony has been helpful to you and I look forward to any questions you may 
have. 
 

### 
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Attachment 1 - Laws, Directives, and Orders 
Affecting Central Valley Project (CVP) Operations 

 
Law or Directive YEAR Effect on CVP 

Reclamation Act 1902 Formed legal basis for subsequent authorization of the 
CVP. 

Rivers and Harbor Act 1935 
1937 
1940 

First authorization of CVP for construction and provision 
that dams and reservoirs used first for rivers’ regulation, 
improvement of navigation, and flood control. Second 
for irrigation and domestic use; third for power. 

Reclamation Project Act 1939 Provide for the repayment of the construction charges 
and authorized the sale of CVP water to municipalities 
and other public corporations and agencies, plant 
investment, for certain irrigation water deliveries to 
leased lands. 

Water service Contracts 1944 Provides for the delivery of specific quantities of 
irrigation and municipal and industrial water to 
contractors. 

Flood Control Act 1944 Authorized flood control operations for Shasta, Folsom, 
and New Melones Dams. 

Water Rights Settlement Contracts 1950 Provided diverters holding riparian and senior 
appropriative rights on the Sacramento and American 
Rives with CVP water to supplement water which 
historically would have been diverted from natural flows. 

Grassland Development Act 1954 Added authority for use of CVP water for fish and 
wildlife purposes. Also authorized development of works 
in cooperation with the State for furnishing water to 
Grasslands for waterfowl conservation. 

Trinity River Act 1955 Provided that the operation of the Trinity River Division 
be integrated and coordinated with operation of to other 
CVP features to allow for the preservation and 
propagation of fish and wildlife. 

Reclamation Project Act 1956 Provide a right of renewal of long-term contracts for 
agricultural contractors for a term not to exceed 40 years. 

Fish and Wildlife Coordination Act 1958 Provided for integration of Fish and Wildlife 
Conservation programs with Federal water resources 
developments; authorized Secretary of the Interior to 
include facilities to mitigate CVP-induced damages to 
fish and wildlife resources. Required consultation with 
the U.S. Fish and Wildlife Service. 

San Luis Authorization Act 1960 Authorized San Luis Unit and provided for financial 
participation of Reclamation in development of 
recreation. 

Reclamation Project Act 1963 Provided a right of renewal of long-term contracts for 
municipal and industrial contractors. 
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Laws, Directives, and Orders 
Affecting Central Valley Project (CVP) Operations 

 
Law or Directive YEAR Effect on CVP 

Auburn-Folsom South Unit 
Authorization Act 

1965 Authorized Auburn-Folsom South Unit. Provided for 
financial participation of Reclamation in development of 
recreation. 

Power Contract 2948A 1967 Provided banking agreements with the Pacific Gas and 
Electric Company of California (PG&E), under which 
excess CVP energy and capacity is sold to the PG&E. 
The PG&E in return delivers power to CVP customers. 
Contract now administered by the Western Area Power 
Administration.  

National Environmental Policy Act 
(NEPA) 

1969 Established policy, set goals, and provided means for 
ensuring scientific analysis; expert agency participation 
and public scrutiny and input are incorporated into the 
decision-making process regarding the actions of the 
Federal agencies. 

Council on Environmental Quality 
Regulations 

1970 Provided direction for compliance with NEPA. 

State Water Resources Control 
Board Decision 1379 

1971 Established Delta water quality standards to be met by 
both the CVP and the State Water Resources Project 
(SWP). 

Endangered Species Act 1973 Provided protection for animal and plant species that are 
currently in danger of extinction (endangered) and those 
that may come so in the foreseeable future (threatened). 

State Water Resources Control 
Board Decision 1485 

1978 Ordered the CVP (and the SWP) to guarantee certain 
conditions for water quality protection and agricultural, 
municipal and industrial, and fish and wildlife use. 

Secretarial Decision on Trinity River 
Release 

1981   
 
 
 
 

Amended 
1991      

Allocated CVP yield so that releases can be maintained 
at 340,000 acre-feet in normal water years, 220,000 acre-
feet in dry years, and 140,000 acre-feet in critically dry 
years. 
 
Released a minimum of 340,000 acre-feet annually for 
each dry or wetter water year. During each critically dry 
water year, 340,000 acre-feet will be released if at all 
possible. 

Corps of Engineers Flood Control 
Manuals for:  
Shasta,  
Folsom  
New Melones 

 
 

1977  
1959 
1980 

Prescribed regulations for flood control. 
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Laws, Directives, and Orders 
Affecting Central Valley Project (CVP) Operations 

 
Law or Directive YEAR Effect on CVP 

Corps of Engineers Flood Control 
Manuals for:  
Shasta,  
Folsom  
New Melones 

 
 

1977  
1986 
1982 

Outlined descriptions and data on flood potential and 
flood ratings. 

Reclamation Reform Act 1982 Introduced the concept of full-cost pricing, including 
interest on the unpaid pumping plant investment, for 
certain irrigation water deliveries to leased lands. 

Coordinated Operating Agreement 
(COA) 

1986 Agreement between the U.S. government and the State of 
California.  Determined the respective water supplies of 
the CVP and the SWP while allowing for a negotiated 
sharing of Sacramento-San Joaquin Delta excess 
outflows and the satisfaction of in-basin obligations 
between the two projects. 

Public Law 99-546 1986 Ensures repayment of plant-in-service costs at the end of 
FY 1980, by end of FY 2030. 

Public Law 99-546 1986 DIO and Reclamation directed to include total costs of 
water and distributing and servicing it in CVP contracts 
(both capital and O&M costs). 

WR 90-5 91-1 1990 
1991 

Water Rights Orders that modified Reclamation water 
rights to incorporate temperature control objectives in 
Upper Sacramento River. 

State Water Resources Control 
Board Decision 1641 

 Adopted in December 1999 (and then revised in 
March 2000), D-1641, amending certain terms and 
conditions of the water rights of the SWP and CVP. D-
1641 substituted certain objectives adopted in the 1995 
Bay-Delta Plan for water quality and flow objectives 
required to be met as terms and conditions of the water 
rights of the DWR and Reclamation. 

 
  
 

Page 69 of 260



EXECUTIVE SUMMARY: A NEW GOVERNANCE STRUCTURE 
 

i 

 
 
Executive Summary: A New 
Governance Structure 
 

alifornia needs a structure for water governance that has 
planning and management of the state’s valuable water resources 
as its core mission.  Such a structure is essential for California to 

address the supply challenges ahead while supporting its environment, 
accommodating its population growth and ensuring the conditions that 
allow its economy to thrive.   
 
In 2009, the governor and Legislature enacted bold reforms that will 
require coordinated actions to reduce urban water use, help bolster the 
Sacramento-San Joaquin River Delta’s environmental health and 
improve water supply reliability for water users who depend on the Delta. 
 
The 2009 reforms were aimed at helping the state adjust to the reality 
that water supplies will no longer grow as surely as the state’s population 
or its economy.  The new laws make clear that both the state and 
regional governments play indispensible roles in achieving permanent 
change in how Californians use water.  They also recognize that greater 
water conservation by urban users can expand supply through savings.  
Likewise, a more developed water transfer system that encourages 
growers to direct water to its most beneficial use will improve agricultural 
water use efficiency. 
 
California’s conflicted water governance structure, however, will impede 
progress in achieving these policy goals.  Key functions at the state level 
are not aligned in a way that will allow California to adequately manage 
and plan for the future, or the full potential of these water reforms.  
 
Currently, functions that need to be closely coordinated are dispersed 
among separate departments in California’s government.  Water planning 
and management in the Natural Resources Agency’s Department of 
Water Resources are separate from water rights accounting and 
enforcement in the State Water Resources Control Board located in the 
California Environmental Protection Agency.  Instream flow 
recommendations that should be used to determine supply are developed 
by both the Department of Fish and Game and the State Water 
Resources Control Board, and are separate from planning and 
management in the Department of Water Resources.  Bond spending on 

C 
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natural resource programs operated by these departments is not well-
coordinated and oversight is diffused.  The presence of the State Water 
Project within the Department of Water Resources and the administrative 
requirements it must fulfill, represent a conflict to important stakeholder 
groups and undermine the effectiveness of the department’s management 
and planning activities. 
 
The state lacks the comprehensive view of water use and demand needed 
for meaningful management and long-term planning.  As a result of the 
state’s confusing water governance structure, California cities and 
growers face increasing risk to their water supply, as environmental 
needs are not fully factored into water rights administration and 
enforcement, in some cases contributing to declines of endangered 
species.   
 
For California to successfully manage the water it has and make useful 
plans for its future, water planning, management, rights and 
enforcement need not only to be located together, but fully integrated.  
This will require coordinating planning and management with regulatory 
responsibilities.  Though this has raised some concern, it is essential to 
ensuring these functions are informed by a cohesive set of data on water 
supply, demand and use.  It also is essential to ensuring the functions 
are guided by a comprehensive strategy on developing new sources of 
water supply and maximizing the benefits that can be derived by every 
gallon. 
 

Planning for Uncertainty 
 
In both urban and agricultural arenas, state government has an 
important role in ensuring that water is put to its most beneficial use, by 
creating incentives to use water more wisely and preventing waste.  It 
also has a responsibility for consistently implementing and enforcing 
existing laws and gathering the data and directing research to reduce 
gaps in information on water use and supply. 
 
The past three years have been a period of tremendous flux, resulting in 
a huge increase in the level of uncertainty about what to expect.  
Certainly, a driver in the past three years has been drought, which 
resulted in severe drops in water supplies.  The drought forced growers 
to idle acreage and California cities to impose stiff water conservation 
measures, and it sharply reduced the amount of unimpaired flow of 
water to Delta habitat and wildlife needs.  
 
The fundamental source of uncertainty has been the reallocation of water 
to the environment over time through legislation.  This reallocation has 
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proceeded haltingly, in no small part due to the state’s inability to 
develop a comprehensive approach to water management and planning.  
Lack of funding has played a role in the state’s lack of capacity, as has 
lack of political will to enforce existing laws, leading to reallocation 
through litigation.  Environmentalists, as evidence that this reallocation 
has been incomplete, point to the population collapse of endangered fish 
species, which forced the shutdown of commercial salmon fishing off the 
California coast for two consecutive seasons. 
 
The decline in the populations of endangered smelt and salmon sparked 
litigation that led to Delta pumping restrictions, exacerbating the impact 
of the drought on farmers.  The restrictions were imposed, lifted, then  
re-imposed and lifted.  This increased the uncertainty surrounding water 
deliveries through the pumps, and raised new questions about the 
sturdiness of the Endangered Species Act that formed the basis of the 
federal court litigation. 
 
The influence of the federal court as the central player in California’s 
day-to-day water management underscores the need for the state to 
develop and execute an overarching statewide strategy for water planning 
and management that can address and resolve critical issues before they 
reach the courts.  As California has seen time and again, failure to do so 
leaves state government vulnerable to having courts impose legal 
solutions that may not best serve the state’s overall needs or advance its 
goals.  Despite the courts’ best efforts, policy driven by litigation very 
often reflects the objectives and priorities of those with access to the 
courts to the exclusion of those stakeholders who do not.  
 
Litigation will be a part of water governance regardless of structure.  
Uncertainty, likewise, will always be a part of the operating environment.  
To the extent the state can provide greater consistency, transparency and 
accountability through a more cohesive and focused water governance 
structure, the state can reduce legal and regulatory uncertainty in some 
areas and develop tools to respond to uncertainty in others, such as 
water supply.  Central to this effort will be gathering data on water use 
and supply, as well as more focused research on the causes of fish 
population declines.   
 
This requires a comprehensive approach to water supply management, 
one that integrates water supply assessment, water use and water rights, 
and the data collection that are foundational to these functions.  While 
complete knowledge is impossible, more information can reduce 
uncertainty, and with it, the grist for conflict. 
 
The state’s ability to fulfill these roles, however, is hindered by an out-of-
date governance system, one that does not adequately prioritize or 
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integrate the importance of water supply planning and management with 
water rights accounting and enforcement. 
 

A Centralized Approach for Water Management 
 
Based on expert testimony, extensive input from advisory groups, 
interviews and research over the course of a year, as well as past 
Commission examinations of Delta governance and of the state and 
regional water boards, the Commission recommends restructuring 
planning, management and oversight of the state’s water resources into a 
centralized Department of Water Management within the Natural 
Resources Agency.   
 
The Commission’s recommendations build upon the policy foundation 
established by the significant water reform legislation package enacted in 
2009 and are designed to create a modern governance structure to 
achieve the goals of the 2009 water reforms. 
 
The new Department of Water Management should be the lead state 
agency for all water planning, management and water rights accounting 
activities.  It would be California’s key contact point for local and regional 
government agencies and districts for water use, planning and 
management.  Likewise, it would be the primary contact for federal 
agencies, such as the U.S. Bureau of Reclamation, the Army Corps of 
Engineers, the Fish and Wildlife Service and the National Marine 
Fisheries Service.  An important goal of the reorganization is to simplify 
and improve the state’s relationship with the federal government. 
 
The core of the new department should be the planning and management 
functions currently housed in the Department of Water Resources, most 
importantly Delta and Statewide Management and Integrated Regional 
Water Management, but also the department’s flood protection and dam 
safety functions.  The new department must take advantage of potential 
gains in efficiency that can only be achieved at the state level, such as 
developing strategies to further integrate and optimize the operations of 
state and federal surface storage facilities and developing new ways to 
build groundwater storage into a statewide water plan. 
 
Integrating Water Rights with Water Management 
 
In addition to planning and management, the Department of Water 
Management should have the responsibility of accounting for and 
administering water rights and enforcing water rights laws and 
regulations, as is common in other western states.  These functions 
currently are under the State Water Resources Control Board.  This 
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would enable the state to improve planning, better track progress on 
water conservation and efficiency, and improve the state’s ability to 
develop incentives to change the way Californians use water. 
 
Bringing together planning and management with water rights 
administration also would help streamline the water transfer process, 
which ultimately could direct more agricultural water to its most 
beneficial use, relieve pressure on growers who face chronic shortages 
and create a funding source for growers to invest in water conservation 
and water efficiency technology.  
 
Greater integration of water planning and management with water rights 
administration also would allow the state to better track water use and 
demand, which are critical to planning for future supply needs.  The 
ability to more accurately track use and demand requires a standard 
approach to determining instream flow needs for wildlife and habitat, a 
function now located in both the Department of Fish and Game and the 
State Water Resources Control Board.  Once instream flow needs have 
been determined for important rivers and streams, the ability to measure 
water use through the system of water rights reporting – together with 
more vigorous enforcement of water right permit and license conditions – 
eventually would reduce illegal diversions and ensure that diverted water 
is put to reasonable and beneficial use. 
 
The new California Department of Water Management, through its 
scientific research, water supply analysis and water management 
programs, would support the activities and goals of the new Delta 

Sacramento-San Joaquin Delta Reform Act of 2009 

For years, the state’s water debate has focused on the Sacramento-San Joaquin Delta, the crisis of its accelerating 
environmental decline and the threat to its ability to supply water to much of the state.  The politics and 
litigation surrounding the Delta’s crisis left little room for a broader view of the state’s water needs.   

This started to change when the 2007 Delta Vision Task Force Strategic Plan concluded that statewide 
conservation strategies to reduce reliance on the Delta as a water supply were central to its environmental 
stabilization.  Legislators advanced policies for both the Delta and for statewide measures in a 2009 package of 
water laws that marked the biggest reforms since the Porter-Cologne Water Quality Control Act of 1969.   

The new water policy of the state of California is to reduce future reliance on the Delta through a statewide 
strategy of investing in improved regional supplies, conservation and water use efficiency.  Each region that 
depends on water from the Delta watershed is required to improve its self-reliance for water through investment 
in water use efficiency, water recycling, advanced water technologies, local and regional water supply projects 
and improved coordination of local and regional water supply efforts. 

Specifically, the 2009 reforms established goals for urban water conservation, repealed reporting exemptions for 
Delta water users, increased water use reporting, strengthened water rights enforcement and required the State 
Water Board to develop instream flow criteria for the Delta in 2010 and develop timetables and cost estimates 
for assessing instream flow criteria for key watersheds that feed the Delta by 2012.   

Source: California Water Code.  Section 39, Division 35, 85021. 
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Stewardship Council, taking a statewide perspective to complement the 
council’s Delta focus.  A key bridge will be the role of the Delta water 
master, a position created as part of the 2009 water reforms.  Currently, 
the Delta water master is designed to be a part of the State Water 
Resources Control Board.  As envisioned by the Commission’s 
reorganization, the Delta water master would join the Department of 
Water Management as part of the shift of the Division of Water Rights to 
the new department, and in doing so, also would link the Delta water 
master, if indirectly, to the existing water master program now in the 
Department of Water Resources. 
 

By consolidating functions that currently exist in 
different departments, and in one case, a different 
agency, the Department of Water Management will be 
able to organize programs that serve state level 
functions and separately, programs that create 
incentives for regional change in urban and 
agricultural water use.  
 
Water Management.  The state’s existing water 
management programs should continue to focus on 
research and data collection and build on the existing 
research efforts on urban and agricultural water use 
efficiency and conservation.  This group already 
collects data on water supply through a combination 
of state and federal river and stream gauges, 
reservoir-level monitoring, snow pack measurements 
and climate assessments used for irrigation 
management services.   
 
The instream flow unit from the Water Branch of the 
Department of Fish and Game should be added to 
this group.  The instream flow unit is responsible for 
establishing how much water must remain in a 
stream or river to meet habitat needs, a process that 
takes into account natural flow variations as well as 
various species’ reproductive cycles.  Also included 
should be instream flow assessment activities now in 
the State Water Resources Control Board. 
 
Moving the Division of Water Rights to the 
Department of Water Management would allow data 
on water use from annual water right permit holders 
to be used to build a more detailed understanding of 
how and where water has been used, important for 
water management.  The 2009 water reform 

Water Reforms Create Water Master for 
the Delta 

The Legislature established the Delta water master as 
part of the 2009 water reforms.  The position was 
invested with a high degree of independence within 
the Delta to implement and enforce existing water 
rights laws as well as permits, licenses and decisions 
issued by the State Water Resources Control Board.  
Within the defined area of the Delta, the Delta water 
master has the authority to require monitoring and 
reporting of water use, as well as the authority to 
approve temporary urgency changes in conditions on 
water rights permits or licenses.  The Delta water 
master also has the authority to issue a notice of 
proposed cease-and-desist orders for illegal or 
unauthorized water diversions.  As part of its 
responsibilities, the Delta water master will provide 
reports to the State Water Board and the Delta 
Stewardship Council. 

Typically, water masters as assigned to regulate 
watersheds or basins where there has been an 
adjudicated finding that all available water has been 
appropriated.  The Department of Water Resources 
established the water master program in 1924 to 
ensure water was allocated according to established 
water rights as determined by court adjudications or 
agreements by an unbiased, qualified person, with 
the aim of reducing water rights litigation and civil 
lawsuits.  

The Department of Water Resources has eight full-
time field water masters in northern California, who 
regulate up to 200 water diversions.  The department 
also serves as water master for two southern 
California groundwater basins. 

Sources: State Water Resources Control Board.  Also, Department 
of Water Resources.  Also, California Water Code.  Section 39, 
Division 35, 85021. 
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legislation increased the reporting requirements and reporting frequency 
for water rights holders as well as increased penalties for failing to report 
or for filing inaccurate reports.  Water use reports now can be made 
electronically, enabling the Division of Water Rights to build a database 
that can be analyzed more easily.  The data collection group should serve 
as a data repository to leverage and support the work of the other 
entities, such as the University of California’s water resources center 
archives.   
 
Though the new legislation requires triennial reporting, currently, little is 
known about water use by riparian rights holders, except in cases where, 
through a formal process, a stream or river’s watershed has been 
declared fully appropriated.  To the degree that diversions by riparian 
rights holders represent a sizeable portion of the water used in some 
watersheds, properly managing supply and planning for current and 
future needs would benefit from a more complete analysis of when this 
water is diverted and in what amounts. 
 
At the state level, even less is known about groundwater use, though 
research has shown that groundwater overdraft is a major problem, 
resulting in higher pumping costs, damage to connected streams, 
increased salt levels and, in coastal areas, salt water intrusion.  Under 
the 2009 water legislation, local agencies are required to monitor the 
elevation of their groundwater basins, though there is no requirement for 
monitoring or tracking groundwater pumping.  If the local agencies do 
not set up monitoring programs or fail to report groundwater elevations, 

Key Functions of Department of Water Management  

Water Management 

 Measuring water supplies 
and water use throughout 
the state. 

 Ensuring efficient use of 
existing storage capacity. 

 Environmental and scientific 
research and analysis, 
including instream flow 
analysis. 

 Data collection to support 
irrigation management. 

 Flood protection. 

 Dam safety. 

 Facilitating water transfers. 

Water Rights Administration 

 Tracking how much water has 
been committed to users through 
water right permits and licenses. 

 Enforcing the water right permit 
system to prevent illegal or 
unauthorized use. 

 Issuing water right permits or 
changing existing permits where 
un-appropriated water has been 
demonstrated to exist. 

 Ensuring water transfer 
applications meet water right 
permit conditions. 

Water Planning 

 Anticipating future needs 
and developing programs to 
reduce water use and 
increase water use 
efficiency. 

 Developing storage 
strategies to increase future 
supply flexibility, including 
reoperation of existing state 
and federal facilities. 

 Developing the California 
Water Plan. 

 Overseeing the Integrated 
Regional Water 
Management program and 
other grants and loan 
programs. 
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the state can step in to implement a program.  The new law also requires 
the state to establish a priority schedule for monitoring groundwater 
basins and review groundwater elevation reports, as well as make 
recommendations to local entities to improve the monitoring of programs.  
Under the reorganization, these groundwater assessments would be part 
of water management.  
 
Water Rights Administration.  A key component of managing available 
water supplies is accounting for how much water has been committed to 
water users.  As in other states, this is handled through a system of 
water rights.  In California, this activity is administered by the Division of 
Water Rights in the State Water Resources Control Board.   
 
One group in this division collects data on water use by water rights 
holders, processes applications for water rights and changes in existing 
permits and licenses.  Another group is responsible for investigating 
water rights violations, such as unauthorized use or illegal water 
diversions.  Data on water use should be integrated into the water 
management group’s supply analysis activities.  The process of 
accounting for how much water use has been authorized under post-
1914 appropriative water rights and claimed under other water rights 
would be organized under the water rights administration.  This function 
also would include the administrative process of reviewing applications 
for water rights permits and licenses and petitions for changes.    
Enforcement activities should be organized into an office of enforcement, 
separate from the application processing activities and data collection, 
and insulated from programs designed to change water use patterns.   
 
The Commission’s recommendation relocates the Division of Water 
Rights into the new Department of Water Management so that data on 
water use and water supply and analysis of instream flow needs can be 
more easily and routinely integrated into decisions on issuing or 
adjusting water rights permits and licenses.  
 
In California, the amount of water that rights holders are authorized to 
use is far greater than the average annual amount of surface water.  This 
puts a premium on knowing how much water rights holders actually use 
as well as how much water is available.  More closely linking data 
collection and analysis of water use and water availability with water 
rights administration will increase the ability of the water rights system 
to manage demand according to established sustainable supply.  
 
As part of the reorganization, water rights permit and license 
applications and change petitions should be handled administratively, 
with a process for public input, using hearing officers and, for appeals, 
administrative law judges. 
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Water Planning.  In water planning, the new department should focus on 
statewide supply strategies to complement its programs at the regional 
level in order to reduce water use and extend existing supplies through 
recycling.   
 
The new department should extend and refine the Integrated Regional 
Water Management process that began a decade ago within the 
Department of Water Resources.  This effort should incorporate 
groundwater management and storage strategies into a broader look at 
how the state can best use existing state and federal surface storage.  
Over the past few years, the department’s grant and loan programs have 
been refocused, where possible, to build on the model of successful 
regional planning processes that address supply issues and develop 
strategies to increase conservation, protect groundwater and meet 
mutual infrastructure needs.   
 
The integrated planning strategy recognizes that creating new water 
supplies requires a portfolio approach and that different tactics work to 
varying degrees in California’s vastly diverse regions. 

 
The state has started using bond money to leverage local funding to 
encourage local governments and agencies to work together to define 
their water management objectives and priorities, coordinate investments 
for greater efficiency, as well as improve collaboration with diverse 
interest groups.  This strategy helps to spread best practices as well as to 
create responses to local needs that fit local conditions.  
 

Potential Sources of New Supply 
 

0.0 0.5 1.0 1.5 2.0 2.5 3.0

Cloud seeding

Desalination

Forest management

Agricultural efficiency (net)

Surface storage (state)

Groundwater storage

Recycled water

Urban efficiency

Millions of acre‐feet per year

Low estimate

High estimate

 
Source: California Department of Water Resources.  2010.  Bulletin 160-09. 
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The program’s long-term success will depend on the state developing a 
more sustainable funding source.1  The bond money has been slow to be 
awarded, in part because budget delays and the global credit crisis 
impeded bond sales in 2008-09, but also because of the time needed to 
develop the guidelines and grant criteria, and the lack of an overall 
investment strategy for the department’s bond spending.  
 
Based on past experience, the Department of Water Resources estimates 
that an investment of $1 billion in the Integrated Regional Water 
Management program could produce water supply benefits of 1.2 million 
acre feet a year, as well as other benefits for water quality, the 
environment, flood protection and other regional objectives.2 
 
While the state can help local efforts to change water use, there are some 
state-level actions which have the potential to produce immense benefits 
for California as a whole.  The state can increase the amount of water 
available for use and better perform its environmental protection role by 
managing California’s state and federal reservoirs as a single system, and 
optimizing their operations to maximize storage.  The process would 
require working with regional groups to integrate groundwater storage 
into a broader state strategy.   
 
Under the Commission’s proposed reorganization, the Department of 
Water Management would continue the state’s investigations of storage 
strategies, including re-engineering reservoir operations to increase the 
flexibility of existing state and federal storage capacity.   
 

Expanding the Role of the California Water 
Commission 
 
In its June 2009 report, Bond Spending: Expanding and Enhancing 
Oversight, the Commission recommended the state revive and 
reconstitute the California Water Commission as the California Natural 
Resources Commission and charter it with prioritizing and overseeing 
bond-funded programs currently managed within the California Natural 
Resources Agency.  
 
The water reform legislation enacted in the fall of 2009 re-formed the 
California Water Commission as part of a proposed water bond ballot 
measure.  Now that its members have been appointed, the water 
commission should be given oversight responsibilities for the resource-
related general obligation bonds.  These bonds include those approved by 
voters in 2002 and 2006 as well as previous bond programs that have 
not issued already authorized bonds for programs in the Natural 
Resources Agency and other resource-related programs funded by bonds, 
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such as water quality improvement bonds in State Water Board 
programs or drinking water improvement bonds administered by the 
Department of Public Health.   
 
The commission should award bond-funded grants and loans based on a 
prioritized list of proposed projects and programs that improve water 
supply, water quality, water conservation, water use efficiency and 
integrated regional water management planning and implementation.  
The commission should ensure that the programs funded through the 
bonds have strategic plans for the planned spending, that projects 
proposed for funding are ranked by priority, as done for bond-funded 
transportation projects by the California Transportation Commission, 
and that all bond-funded projects have performance measures and 
publically available progress reports.   
 
The California Water Commission also should have the front-end role of 
setting guidelines for minimum qualifications and competitive criteria for 
Integrated Regional Water Management plans, which would separate the 
actions of developing the guidelines from administering the grant and 
loan programs, an activity that would reside with the Department of 
Water Management.  The commission should work with the Department 
of Water Resources to further transition to funding for integrated plans 
from single-purpose funding programs, or require requests for money 
from single-purpose funds to be consistent with an approved, broader 
plan.   
 
The Department of Water Resources also should work with regional 
partners to develop outcome measures so that the department can 
assess the effectiveness of its bond outlays and add to its library of best 
practices, when warranted.  
 

An Independent State Water Project 
 
One obstacle to locating the Division of Water Rights within the existing 
Department of Water Resources is the department’s operation of the 
State Water Project.  Locating the Division of Water Rights in the same 
department that holds a sizeable percentage of California’s water rights 
permits and licenses would present a conflict that would undermine the 
state’s ability to credibly administer and enforce water rights.  Water 
rights and water resources previously had been located together until the 
1956 reorganization that created the Department of Water Resources, 
and separately, a Water Rights Board, which eventually was merged with 
the State Water Quality Control Board to become the State Water 
Resources Control Board. 
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California’s existing governance structure for water planning and 
management reflects the priorities of the past.  The Department of Water 
Resources was created more than 50 years ago to plan, design and 
construct the State Water Project, then and now California’s biggest 
infrastructure project.  Now complete, the project functions as a utility 
and no longer fits in the Department of Water Resources, where it 
dominates the agenda of a state department that also is responsible for 
water planning and management and where these dual missions often 
conflict. 
 
Additionally, the project is struggling to maintain its operational 
efficiency as it is increasingly constrained by the structure and 
requirements of operating within a state department.  Civil service rules 
and contracting requirements hinder the project’s ability to hire and 
retain skilled employees, perform needed maintenance and purchase key 
inputs, such as electric power, at the most competitive prices.  When 
restrictions on pumping were in place, the availability of the project’s 
pumps was a critical issue.  To the extent that the department could not, 
because of maintenance or repair issues, make full use of its facilities 
during the windows of time when pumping was allowed, the project’s 
effectiveness in meeting obligations to water users was diminished.  
Unlike other large state infrastructure assets, the project has a steady 
and reliable revenue source more than adequate to cover its maintenance 
and operating costs.  The project is immensely important to the state’s 
economy and quality of life and it should be maintained and staffed to 
ensure it is able to meet its many obligations. 
 
The Commission recommends that the state create a separate 
organizational structure to operate the State Water Project as a state-
owned entity with an independent board whose members represent the 
interests of the state as a whole, including a robust economy and the 
“reasonable and beneficial” water use that the state constitution 
requires.   
 
The water rights permits and licenses held by the Department of Water 
Resources should be relocated with the project.  This would remove the 
structural conflict to joining the water rights function and the water 
planning and management functions while also allowing the new 
Department of Water Management to have independent regulatory 
oversight of the project through the added perspective of statewide 
management and planning.  Such a structure should provide it with the 
operational flexibility enjoyed by the water districts that are its 
customers for water as well as its competitors for employees and 
electricity.   
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Changed Conditions Require New Model  
 
Preparing California to thrive in an uncertain water future will require a 
strategy that employs multiple approaches at multiple levels of 
government.  The state can best lead this effort with a focused 
Department of Water Management that is responsible for water 
management, planning and water rights administration. 
 
The name of the new department is intended to reflect its more focused 
mission.  Organizing water management, accounting and planning 
functions in the same department is designed to improve clarity, 
efficiency and accountability and reduce the distrust and uncertainty 
caused by the existing dual missions of the Department of Water 
Resources. 
 
In recommending the reorganization to create the Department of Water 
Management, the Commission emphasizes that its goal is to position 
California to meet its current and future water challenges and, under one 
management team, align the functions needed to lead change. 
 
The structure for the new department of Water Management should not 
be considered permanent, as should no governance structure.  Though 
the changes the Commission is recommending are overdue, new policy 
directions and unforeseen developments very well could require new 
approaches. 
 
In the following chapters, the Commission examines the existing state 
governance structure and makes specific recommendations focused on 
strengthening and clarifying water governance.  “Key Roles Not Aligned” 
assesses the functions that should be brought together into the 
Department of Water Management.  “The State Water Project: An 
Enterprise Within Government” looks at the issues of operating the State 
Water Project within the Department of Water Resources and makes 
recommendations for change. 
 
The Commission has found in this study and in its previous work that 
strong leadership and vision can make up for weak structure.  A strong 
structure, however, generally cannot make up for weak leadership to 
consistently produce improved outcomes.  Strong governance, however, 
can provide the accountability, transparency and efficiency to ensure 
that leaders are answerable for poor performance.    
 
California’s leaders came together to pass a historical package of water 
reforms in 2009.  The process provided a valuable education for our 
Legislature.  The governance recommendations in this study are aimed at 
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ensuring the Legislature’s 2009 reforms achieve their goals.  California’s 
leaders must act before the political will forged in 2009 disappears. 
 

Model Creates Comprehensive Approach to Water Governance 
 

State Water Authority
State-owned
Runs State Water Project
Retains water rights
Owns dams, canals and pumps, 
hydroelectric assets
Independent board

Delta Stewardship 
Council

Delta Conservation Plan
Delta Conservancy
Enforce Bay Delta Conservation 
Plan
Interact with federal government on 
Delta issues

Department of 
Fish and Game

Central Valley Project

State Water 
Resources 

Control Board

Water quality regulation

Water rights regulation

Greater integration of operations and facilities

California Water Commission

Water rights regulation

Water Rights
Catalog rights
Resolve disputes 
Enforce water rights 
permits and licensing
Delta water master
Process permit and 
license applications
Collect water use data 
(transmit to Water 
Management)

Water Management
Determine daily how much 
water is available
Measure, monitor use (from 
Fish & Game)
Track water use (from water 
rights)
Develop instream flow 
analysis
Track groundwater levels
Dam safety
Flood protection
Water transfers
Connect to science team 
and Delta Stewardship 
Council

Water Planning
Integrated Regional 
Water Management 
program
State Water Plan
Surface storage 
investigations/reservoir 
system optimization
Agricultural water 
efficiency planning

Department of Water Management

Bond oversight
Bond oversight
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Recommendation 1: To improve transparency, accountability and efficiency for distinct 
water functions within the current Department of Water Resources, the governor and 
Legislature should integrate water rights administration and accounting with water use 
planning and management functions, and separate these functions from water supply and 
delivery operations.  Specifically, the governor and Legislature should: 

 Create a new Department of Water Management under the leadership 
of a department director within the Natural Resources Agency.  The 
new department should consolidate management and planning 
functions of the Department of Water Resources with the Water 
Rights Division of the State Water Resources Control Board and the 
instream flow group of the Water Branch of the Department of Fish 
and Game.  The department should be the lead agency for: 

 Collecting and monitoring data on water use and establishing 
benchmarks for water availability for both current and long-term 
environmental, agricultural and urban needs.  It should 
coordinate its work with the Delta Stewardship Council’s 
Independent Science Board to develop a greater understanding of 
how instream flows interact with other threats to endangered 
species. 

 Managing current supply and demand by:   

o Incorporating current system management functions from the 
Department of Water Resources. 

o Making greater use of data on water use, through water rights 
reporting and water availability through instream flow 
analysis, to balance environmental needs and the needs of 
other water users. 

o Expanding operating relationships with the U.S. Bureau of 
Reclamation and Army Corps of Engineers to enhance more 
integrated use of reservoirs and conveyance systems. 

 Accounting, administration and enforcement of water rights by:   

o Processing water right permits, licenses and petitions 
administratively with the use of hearing officers. 

o Enforcing conditions of water right permits and licenses. 

o Creating a panel of administrative law judges with experience 
in water rights law to hear administrative appeals. 

 Planning for future supply and demand by:  

o Implementing the State Water Plan and developing strategies 
for further managing demand by providing technical expertise 
and incentives to regions to develop regionally integrated 
water plans for increased conservation and greater efficiency. 
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o Developing strategies for more efficient and integrated use of 
existing federal, state and local water infrastructure to 
maximize supply within environmental constraints. 

o Prioritizing where infrastructure improvements can add the 
greatest system flexibility, efficiency or enhancement of 
ecosystem health. 

 Managing bond-funded grant and loan programs related to water 
supply, conservation, efficiency and integrated regional water 
management planning, including development of performance 
measures to assess outcomes.  

 Increasing economic efficiency and system flexibility through a 
streamlined water transfer process. 

 Overseeing dam safety and maintenance. 

 Taking responsibility for flood control and flood project integrity 
and inspection, levee repairs and floodplain management. 

 
Recommendation 2:  The California Water Commission should provide oversight of all 
natural resources bond expenditures, including current bond programs and future voter-
authorized bonds in the Natural Resources Agency as well resource bond-funded 
programs in other agencies. 

 The commission should oversee natural resources bond-funded 
expenditures and assess and publicly report outcomes of bond-
related spending. 

 The commission should award bond-funded grants and loans based 
on a prioritized list of proposed projects and programs that improve 
water supply, water quality, water conservation, water use efficiency 
and integrated regional water management planning and 
implementation. 

 The commission should, with the assistance of a representative 
stakeholder advisory committee, develop criteria and guidelines for 
grant and loan programs, such as the Integrated Regional Water 
Management program, that are funded through bond borrowing. 
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Recommendation 3: The governor and Legislature should create a separate, independent 
publicly owned entity, the California Water Authority, to operate the State Water Project 
and other current functions related to or influenced by the project’s operations to 
improve transparency, efficiency and accountability.  The new entity should work to 
further integrate its operations with those of the federal Central Valley Project, with the 
ultimate goal of merging the two systems under state ownership. In establishing the new 
entity, the state should: 

 Create an independent oversight board, whose members represent 
the perspectives of statewide interests critical to the project’s 
operations as well as the project’s impact on the environment.  The 
board should be manageable in size, and members should be able to 
serve full terms, with the option to be reappointed to an additional 
term.  Board members should elect their own chair.  Candidates 
should be nominated through a stakeholder process.  The governor 
should appoint the members who must be confirmed by the Senate. 

 Allow the entity to raise money through revenue bonds for 
infrastructure improvements, to be repaid by revenues from project 
operations. 

 Encourage the entity to increase operational integration with the 
Central Valley Project, including re-operation of storage facilities to 
advance co-equal goals of water reliability and ecosystem health. 

 Encourage the entity to pursue contracting opportunities with local 
water distribution districts and joint powers authorities where such 
arrangements create demonstrable value to the state and water 
users. 

 Allow the entity to create its own job classifications and 
compensation structures that are competitive with comparable jobs 
in California water and power districts in order to attract, retain and 
develop high-quality personnel essential to maintaining project 
reliability. 

 Enable the entity to enter into contracts that allow it to be fully 
competitive in short-term and long-term electricity markets. 

 Require the entity to release an annual report to the public, with 
details on its annual budget, long-term capital plans, outstanding 
debt, operating expenses and revenues. 

 Make the entity responsible for: 

 Operating the State Water Project to meet the co-equal goals of 
ecosystem health and water supply reliability.  

 Operating the State Water Project according to the terms and 
conditions of its water right permits. 
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 Storing, conveying and delivering water to contractors in the most 
cost-effective manner consistent with the long-term sustainability 
of the State Water Project. 

 Maintaining reservoirs, dams, canals, pumps and other 
infrastructure assets essential to providing system reliability.  
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September 15, 2010 
 
Attention: Imported Water Committee 
 
Metropolitan Water District Program Report (Information) 
 
Purpose 
The MWD Program Report summarizes activities associated with the Metropolitan Water 
District of Southern California and other imported water agencies and organizations. 
 
Discussion 
Metropolitan Water District.  This section provides a summary of key actions taken at the 
September 13 and 14 meetings of the MWD board of directors.  The board next meets on 
October 11 and 12, 2010. 
 
Local Resources Program agreement with Los Angeles Department of Water and Power 
for recycling project 
The MWD board approved a Local Resources Program (LRP) agreement with the Los Angeles 
Department of Water and Power (LADWP) for the Van Nuys Area Recycling Project.  The 
project will yield up-to 150 acre-feet of recycled water per year to be used as landscape 
irrigation.  LADWP will own and operate the project, which is expected to come online by 
October 2010.  The agreement is for 25 years, but the subsidy from MWD is anticipated to only 
last for 14 years.  Projected incentive payments would be approximately $500,000 over the 14 
years; however MWD’s maximum financial obligation would be up to $900,000 over the 25 year 
agreement. 
 
MWD’s LRP program was established in 1988, and formalized under the adoption of the 1996 
IRP.  It was intended to demonstrate to Northern California that Southern California was trying 
to improve its water-use efficiency by providing subsidies for projects which were otherwise not 
cost-effective when compared to the cost of imported water from MWD.  Several changes have 
occurred since that time, including significant increases in the current and projected cost of 
MWD supplies, adoption of the 20x2020 legislation and the Water Authority’s challenge to 
MWD rates.  The Water Authority Delegates did not support this item because funding for LRP 
programs come from the Water Stewardship Rate, which is inappropriately charged to 
transportation in the rate structure. 
 
Bay Delta Conservation Plan and Delta Habitat Conservation and Conveyance Program 
budget update 
In July, the MWD board approved an increase in the budget for the Bay Delta Conservation Plan 
(BDCP) and the Delta Habitat Conservation and Conveyance Program (DHCCP) Funding 
agreement.  At that time, a request was made at the Water Planning and Stewardship Committee 
to provide a review of the near-term planning budget for the BDCP and long-term 
implementation costs for the DHCCP.  The BDCP was established to address the permitting 
issues related to the operations and the Endangered Species Act, and the DHCCP was formed to 
support development of the EIR/EIS for the design of the actual conveyance plan.  This month 
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staff provided a report that details the budget planning horizon for both efforts.  The total 
program budget for the BDCP is projected to be $27.5 million, of which MWD’s share is $6.9 
million; and the projected budget for the DHCCP is $226 million, of that $56.5 million is 
MWD’s share.  A preliminary draft of the BDCP is scheduled to be released in November 2010 
and a full draft BDCP and EIR/EIS in Spring 2011.  The final BCDP and EIR/EIS are scheduled 
to be completed by mid-2012. 
 
State Water Project Charges for calendar year 2011 
Every year, DWR is required to provide MWD a notice of next calendar year’s charges for the 
State Water Project (SWP).  Historically, actual payments have been lower than DWR’s 
statement of charges due to credits and other adjustments and sometimes, lower water deliveries.  
Calendar year 2011 charges for MWD total approximately $607 million, which is a decrease of 
about $11 million from calendar year 2010 charges.  The largest cost component on the 
statement of charges remains the cost estimate for energy to pump the water, which is primarily 
driven by the amount of water conveyed and the average cost of energy, including generation.  
DWR’s estimate for energy costs in 2011 is $215 million based on a deliveries assumption of 1.7 
million acre-feet.  MWD staff is currently analyzing the statement of charges from DWR, and 
will return to the board in December for the board to authorize SWP payments for calendar year 
2011. 
 
IRP Workshop 
Four stakeholder forums were held in July and August.  MWD staff reported that over 300 
people participated in the forums.  The Water Authority’s comment letter is attached 
(Attachment 1). 
 
Other items discussed or approved by board committees or at the board meeting: 
• Authorized execution of two Western Area Power Administration Service Agreements to 

access supplemental energy for the Colorado River Aqueduct; 
• Tabled the board item that authorizes the Director of Human Resources to retain outside 

counsel to develop employment contracts for department heads who report directly to the 
Board of Directors; 

• Heard an oral report on the Business Case and Criteria for Implementing Cost-Effective 
Programs for the Energy Management Program; and, 

• Heard updates on the Department Heads Evaluation Process, and the Information 
Technology Strategic Plan. 

 
 
Prepared by:   Julia Velez, Assistant Water Resources Specialist 
Reviewed by:   Amy Chen, MWD Program Chief 
Reviewed by:  Dennis A. Cushman, Assistant General Manager 
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San Diego County Water Authority
4677 Overland Avenue • San Diego, California 92123-1233
(858) 522-6600 FAX (858) 522-6568 www.sdcwa.org

September 10, 2010

MEMBER AGENCIES

Carlsbad
Municipal Writer District

City of Del Mat

Ciry f Escondido

City ai Nohonal Cily

city al Oceanside

Cay of Powusy

City ol San Otopsi

Follbtaok
Public Utility Dislrrct

t-teli,i Water Ditricl

Lakeside Water Diroct

Olivenf’ain
Municipal Waler District

Otay Water District

Padre Dam
Muntcrpal Waler Disrncr

Camp Pendleton
Marine Carps Base

Rainbow
Municipal Waler District

Romorra
Municipal Waler DistricT

Rincon oil Dobta
Municipal Water District

San Diesuto Waler Ditirict

Santa fe Irripahon District

South By Irripotion District

VaBecilo Water District

Volley Center
Munic,pol Waler District

Vista irrigation District

Yuima
Municipal Waler District

0TH ER
REPRESENTATIVE

County of San Diego

Jeffrey Kightlinger
General Manager
Metropolitan Water District of Southern California
P0 Box 54153
Los Angeles, CA 90054-0153

Re: 2010 Integrated Resources Plan Update

Dear Jeff:

Water Authority staff has completed its review of the draft 2010 Integrated Resources
Plan Update (draft IRP). We plan a broader outreach effort to our region’s cities, stakeholders
and communities once we have complete information and a revised draft IRP document. Given
that the current draft IRP has only been available since July, and since the revised draft won’t be
available until sometime later in September, we reiterate our request that the October timeline for
adoption of the IRP be extended to allow for broader distribution of the revised draft IRP here
and in other parts of the MWD service territory. This outreach should then be followed by
additional public meetings of MWD’s board so that the merits of the revised draft IRP can be
fully deliberated in a transparent setting after MWD responds to all the current comments and
questions.

Changed Circumstances

The water supply and cost environment have fundamentally changed since the IRP was
last updated in 2004. Twenty percent water conservation is now legally required at the retail
level by 2020. Replenishment deliveries by MWD have been interrupted indefinitely. Severe
cutbacks of water supplies from the Bay-Delta are now a way of life for the foreseeable future.
We must plan for impacts of climate change. As a result of these and other changed
circumstances — and taking into account the reasonably anticipated cost of a Delta Fix —

conservation and local projects that once warranted subsidies have become cost effective
compared to MWD’s current and projected water rates. For this reason, many of the more than
250 retail water agencies and cities in the MWD service territory are now in the process of
expanding conservation programs and developing local water supply projects.

Although the draft IRP refers generally to some of these changed circumstances, it does
not recommend any changes in the basic MWD business model to address them. The draft IRP
plan essentially assumes the same base resource mix and adds a massive, undefined “Buffer
Supply” to mitigate undefined and unquantified uncertainties. Instead of asking how it may best
coordinate, encourage and integrate with planned conservation and local water supply
development that is already under way throughout the service territory, MWD proposes to
embark on a massive spending program.

A public agency providing a safe and reliable water supply to the Son Diego region

PRINTED ON RECYCLED PAPER
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Mr. Kightlinger
September 10, 2010
Page 2

Stranded Costs and Stranded Historic Imported and Low Cost Water

MWD’s IRP strategy will drive MWD’s rates up drastically and lead to lower
water sales by MWD as local agencies develop lower-cost supply alternatives. With the
Buffer Supply strategy in the draft JRP, MWD is setting itself up for a perfect storm of
skyrocketing water rates and plummeting water sales. This course of action amounts to a
fiscal death-spiral for MWD and is financially unsustainable.

While it is not possible to determine from the draft IRP precisely what the current
core supplies are or how the proposed Buffer Supply will be developed as MWD projects
and member agency projects (or any iteration thereof), one thing is very clear from the
draft IRP: MWD is embarking on a course 0/action that will result in abandonment of
MWD ‘s historic investments in water supply infrastructure and low-cost core water
supplies infrivor offar more expensive water. A graph illustrating this practical effect of
the IRP is included as Attachment 1 to this letter. That graph shows that MWD’s Buffer
Supply strategy will lead to 500,000 acre-feet of imported water being stranded by MWD
each year, in favor of more expensive local supplies developed by MWD at a cost of
more than $1 billion annually on MWD’s rates (2035). It is imperative that MWD take
the time now to refine this draft IRP to avoid creating stranded water and the associated
stranded costs we will be asking our ratepayers to cover for decades to come.

Detailed Comments on July Draft IRP

Our detailed comments are included in Attachment 2 to this letter in the following
broad subject matter categories:

• Water Rate impacts
• Conservation
• Commitment to the Delta
• Stranded Costs
• Why Abandon Historic Investments and Low Cost Water?
• Respect/or Local Autonomy
• Definition ofRegion
• Outdated Reliability Goal
• Need to Integrate Member Agency and Local Planning Data
• Failure to Identifr Key Issues to Maximize Surface Storage, Groundwater

Storage and Conjunctive Use
• The Problem with Water Insurance, aka “But/er Supply”
• “Adaptive Management” Inadequately Defined
• Inaccurate and Incomplete Data
• Process Concerns
• Recommendations
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Mr. Kightlinger
September 10, 2010
Page 3

We met with our member agency managers to obtain their perspectives,
comments and questions. The August 10 IRP forum in San Diego was well attended by
our agency managers and many questions and comments were presented to you directly
at that time. A list of those questions is included as Attachment 3 to this letter.

We request that MWD staff distribute a revised draft IRP once it has an
opportunity to respond to comments and questions raised here and at the IRP Stakeholder
Forums, and to review and reconcile the data in the report so that it is both internally
consistent and consistent with MWD’s Regional Urban Water Management Plan.

Please let us know what the timeline is for receiving your written responses to this
letter and the questions asked at the IRP Stakeholder Forums. We hope to work with you
to complete an IRP that will provide a solid roadmap for the future for all of Southern
California.

Sincerely,

Maureen A. Stapleton
General Manager

Attachment 1: Stranded Imported Water in 2035
Attachment 2: Comments on MWD’s July Draft 2010 IRP Update
Attachment 3: Questions posted at San Diego IRP Forum

cc: MWD Board of Directors
MWD Member Agency Managers
Water Authority Board of Directors
Water Authority Member Agency Managers

Page 92 of 260



Attachment 1

ATTACHMENT 1— STRANDED IMPORTED WATER IN 2035

Stranded Imported Water 2035
• MWD Imported Water MWD—lncentivized Local Supply Buffer Stranded Imported Water
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ATTACHMENT 2— COMMENTS ON MWD’s JULY DRAFT 2010 IRP UPDATE

WATER RATE IMPACTS

With the unprecedented recommendation to develop 25% more water than MWD demands
require, the draft IRP is extremely light on its analysis of potential rate impacts. The only rate
analysis included in the draft was a table in Section 3 prepared for the board’s strategic policy
discussion and not related to the recommendation to implement the Buffer Supply. Presumably,
the supplies being developed under the Core Resources Strategy would generally be lower in
cost than those under Buffer and Foundational Actions. The implementation of the Buffer Supply
will require substantial financial investment by MWD and its member agencies. A critical
analysis of potential rate impacts and the impact rate increases will have on demand must be
completed and deliberated by the board before it takes a policy direction on the IRP and
implementation of a Buffer Supply.

In mid-August, MWD’s staff presented a “2010 IRP Average Rate Analysis” on four
implementation strategies for the IRP. The presentation showed the difference in the rate
increase between the Core Resources Strategy — one that MWD admits meets all projected dry-
year demand — and the plan’s recommended strategy to develop 500,000 acre-feet of additional
Buffer Supplies is only 2 percent, a deceptively and alluringly low number that obscures the
actual difference in cost ratepayers would experience between implementing the Core Resources
Strategy and any one of the three Buffer Supply strategies. The difference amounts to up to $537
per acre-foot in 2035 — a 36% difference in water rates in that year; this is not insignificant.

More troublesome, however, are some of the assumptions that went into the rate analysis. MWD
currently funds about $20 million for its water conservation programs, which it projects would
result in about 10,000 acre-feet of new conservation annually. Both the 20x2020 retail mandate
and 20x2020 regional consistency require investment far beyond the current conservation effort.
Under the 20x2020 regional consistency analysis, staff estimated 580,000 acre-feet of water use
efficiency beyond that anticipated through current conservation programs is needed. Yet, only
$20 million is assumed in the analysis to achieve the conservation goal that is significantly
higher than what the current investment is producing. Similarly, the rate impact for Buffer
implementation assumes MWD continues the $250 acre-foot subsidy for local projects
development at the same time it is proposing investments in local water supply development that
greatly exceed this cost. Another example: in the MWD-Developed Buffer Supply scenario
wherein MWD assumes financial responsibility for 500,000 acre-feet of conservation and local
supply development, MWD’s operations would surely grow, yet the rate analysis shows zero
cost difference in the Departmental O&M from the Core Resources Strategy; this appears to be
an unrealistic assumption. Another example: zero cost has been assigned to account for the
project development costs and risks associated with the Foundational Actions component of the
plan.

MWD’s failure to calculate or acknowledge the true cost of water by basing the rate impact
analysis on unrealistic assumptions does a disservice to Southern California ratepayers and only
pushes the hard decisions to another day. We request that a more realistic set of cost
assumptions be used to conduct the rate analyses associated with the IRP and that this
information be available for full discussion and deliberation by MWD’s board of directors.
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CONSERVATION

The Water Conservation Act of 2009 (the Conservation Act, or 20x2020) established new
methodologies, water use targets and reporting requirements. The Act’s requirements apply to
urban retail water suppliers. Although MWD and its wholesale member agencies have a
supporting role, primary responsibility for compliance with the law falls to each retail agency
within MWD’s service territory. The draft IRP does not address these requirements or explain
how a regional program would integrate with, or support these retail conservation programs.

MWD’s recent board memo on water conservation concluded that accounting for conservation at
the individual member agency level would be too difficult and would threaten the efficacy of
MWD’s Integrated Resources Plan, Water Supply Allocation Plan and other programs. We
respectfully disagree, and point out that local agencies already do so as part of their Urban Water
Management Plans (and other plans). It is imperative that the MWD board consider changed
circumstances and legal requirements to ensure that any future regional conservation program
integrates with local programs, and avoids creating conservation disincentives through the
pricing structure, water supply allocation plan, or otherwise.

While the draft IRP appears to assume a regional compliance approach, the Conservation Act
provides that urban retail water suppliers must achieve and report compliance on an individual
basis unless certain prerequisites for regional compliance and reporting are met. Among other
things, regional compliance requires the written consent of each retail agency. MWD should
factor this legal requirement into its analysis in the revised draft IRP.

Indeed, as a wholesale water provider, MWD’s role in conservation must be carefully evaluated
in light of these new legal requirements. Since it is unlikely that all retail water suppliers within
MWD’s service territory will elect to report as part of MWD’s regional water management
group, MWD must account for that as the regional program is being developed. MWD must
carefully assess how a regional program can fairly integrate with the individual programs its
member agencies, and their respective retail agencies, choose to implement to ensure that each
retail agency and group of ratepayers is carrying its legally required, fair share of the cost.

Changes will also be necessary to MWD’s water shortage allocation plan in order to encourage
conservation. The City of Long Beach has presented a number of ideas and approaches to
address this concern that should be thoroughly evaluated and considered. We also believe that
MWD’s wholesale price structure discourages conservation by disguising the true cost of
alternative water supplies. By continuing to offer regional subsidies to retail agencies to meet
water use efficiency targets that are legally required of them, MWD is actually discouraging
water conservation — unless, that is, MWD pays for it. Any regional program must start where
the legal requirement on the retailers ends, otherwise, MWD is simply robbing Peter to pay Paul
and rewarding free riders. And, by subsidizing compliance with the retail 20x2020 targets, funds
that MWD collects from some of its member agencies will be benefitting (subsidizing)
compliance of other member agencies while providing no commensurate benefit to the “donor”
agencies, because those donor agencies do not receive “credit” toward their own 20x2020
compliance goals for spending money (via the MWD subsidies) in other retailers’ service areas.

7
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These donor agencies must additionally spend their own rate money to meet their own
compliance requirement.

As noted earlier, we believe that measurement and verification are essential to any water use
efficiency program, and is in fact, required for compliance. We would note that the data MWD
uses to support the conservation section of the IRP is, except for the current demographic data
from SCAG and SANDAG, outdated (Attachment A. i, Attachment C-2) (1997). One of the
recommendations in the 1997 report was that MWD expand the coverage of its conservation data
base to include the many MWD member agencies with respect to which conservation data was

not available. (See IRP Attachment A-i at Attachment C-40)

We believe there is an important role for MWD in water conservation but that its programs must
change in order to address the concerns described above. The draft IRP fails to address these
important considerations.

COMMITMENT TO THE DELTA

Many agencies and stakeholders are reading the draft IRP recommendation to “immediately” and
“aggressively” implement 500,000 acre-feet of Buffer Supply as a signal that MWD is
abandoning, or does not believe that it will be successful in fixing the Delta. This comes as a big

surprise to our community, which worked tirelessly on the 2009 water bill package and water
bond. We do not support changing course and believe that we must diligently pursue and protect
our investment in the Delta and State Water Project. The Delta Community is also counting on
our continued support. it is our understanding from the information provided by MWD that the
Core Resources Strategy includes both a Delta Fix and continuation of existing Colorado River
programs contemplated by the Quantification Settlement Agreement. We believe this is the
correct approach and consistent with MWD’s core mission.

This having been stated, the Water Authority is open to having a candid discussion with MWD,
the Delta Community and all interested parties about the nature and extent of the Delta “Fix,” if
MWD has grown skeptical of the prospects for success in the Delta. In the meantime, and unless

and until a conscious decision is made — with the benefit of analysis and input from all affected
parties — we believe the call for a Buffer Supply sends the wrong message vis-à-vis MWD’s
intentions in the Delta — and an expensive message at that.

STRANDED COSTS

Since the drought in the early i990’s, MWD’s water management strategy has been to invest in

storage to take advantage of the hydrologic cycles to best utilize low-cost, available water.

Today, this investment, which stands in excess of 5 million acre-feet of storage capacity, has
served the region well during the current supply challenges. But, rather than continuing this
management strategy to optimize the historic investment in the State’s water supply
infrastructure and MWD’s own low-cost imported water, the draft IRP proposes to shift course
in favor of MWD developing local water supplies at a high cost to its ratepayers.

.3
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The development of the Buffer Supplies would lead to a similar outcome. If these supplies are
not needed — and the draft indicates that demands for the Buffer Supplies will not exist — then the
costs to develop them are truly in excess of need and stranded and, therefore, will be stranded
costs. A graphic illustration of the stranded costs is shown below in Figure A.

Stranded Dollars/AF in 2035

Si 844

Figure A

2,021

Core Resources + Core Resources +

WUE Buffer + MWD- WIJE Buffer + MWD

Incentivized Local Developed Local

Supplies Supplies

It is important that MWD integrate its planning with those of its member agencies so that it does
not find itself with stranded investments and future unexpected rate increases due to poor
planning.

WIlY ABANDON HISTORIC INVESTMENTS AND Low COST WATER?

Staffs rate analysis released in mid-August sheds light on the following facts: the immediate
implementation of Buffer Supply, whether limited to regional consistency Water Use Efficiency
of 200,000 acre-feet or the entire 500,000 acre-feet inclusive of local projects would result in

abandonment of like amounts of lower-cost imported water, even after it has obligated its share
of the Delta Fix improvements. Case in point, in 2035, with Buffer Supply inclusive of Water
Use Efficiency only, MWD’s own rate analysis showed it would forgo a like amount of imported
water due to reduction in sales. The situation worsens if MWD implements the entire 500,000
acre-feet of Buffer Supply, under both MWD-Incentivized and MWD-Developed Buffer Supply
scenarios, 500,000 acre-feet of imported water is forgone. Why would MWD spend billions of
dollars to develop new supplies and, at the same time, plan to forego use of those supplies?

RESPECT FOR LOCAL AUTONOMY

The key question addressed in the draft IRP focuses on the “role” of MWD. But, with due
respect, we believe it’s the wrong question. The focus should not be on MWD’s “role,” but on

how the most reliable, cost-effective water supply can be provided to water ratepayers. being
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mindful that not every retail water supplier or even every “region” within the vast MWD service
territory will answer that question the same way. MWD’s “top-down, all-in” planning model in
which it will assume responsibility over local water supply development fails to take into
account the many cities, local agencies and groundwater managers who grapple with local water
supply development issues every day. It is an open question what role these agencies and water
suppliers would like MWD to play, but it is certainly important to ask. Historically, the answer
to that question would be easy: they want funding to help support local water supply
development. We believe that there is a role MWD can play in helping to support local projects
including funding mechanisms for local supply development. But the rules must be firm and
fair, laid out in advance, and equitable to all parties.

DEFINITION OF REGION

Given the dramatic shift in the draft IRP from imported water supplier to local supply developer,
MWD should take a step back and ask itself, its member agencies and, critically — the hundreds
of cities, counties, water suppliers, groundwater managers and other local districts — how they
define their “region” for purposes of local water supply development. MWD has been Southern
California’s principal “regional” imported water supplier. That does not mean that it will be
efficient or even logical for MWD to become Southern California’s “regional” local water
supplier. The State, for example, recognizes nine separate IRWM planning groups that are
wholly or partially within the MWD service territory. What makes sense for “regional” local
water supply development needs to be discussed between and among all interested parties, not
just MWD and its member agencies. and be defined in a manner that is practical, workable and
equitable to all parties. It is likely that not all local and regional agencies desire to be under the
planning umbrella of MWD and its member agencies — whose member agencies often have
goals, priorities and objectives that are different than their own.

OUTDATED RELIABILITY GOAL

By declaring allegiance to the 1952 Laguna Declaration, the draft IRP misses a critical
opportunity to signal that it is no longer “business as usual” in Southern California or at MWD.
Indeed, where and how to establish the reliability goal was not even discussed as part of the IRP
process. In today’s water-scarce, high-rate environment, our customers want a choice about the
level of “regional” reliability they want to pay for.

But the draft IRP goes even further, it advocates a reliability goal of developing core supplies to
meet full-service dry year demands at the retail level under all foreseeable hydrologic conditions,
p developing a Buffer Supply of 10% of retail demand,p completing project planning for
an array of additional projects based on undefined “uncertainty” (the Foundational Actions).
This “Laguna Declaration-P/us” approach is excessive, impractical and fiscally imprudent. It
also flies in the face of California’s changed circumstances and Southern California’s
conservation ethic.

Before staff recommends the highly aggressive supply development outlined in the draft IRP, it
should communicate with each of its member agencies to detenriine the extent to which those

5
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agencies intend to rely upon MWD to meet their future supplemental water supply needs. As
aptly noted in the 1994 Blue Ribbon Task Force Report,

“[It was troubling] to learn, for example, that some of the member agencies most
strongly supporting big-ticket projects. . . also had the most aggressive plans to
reduce their future MWD water purchases and develop independent supplies. In
effect, such agencies appear to want MWD to develop costly backup capacity-or
insurance-for their local supply strategies, while seeking to shift the costs for
these benefits on to Metropolitan and other agencies and customers.” -- BRTF
Report at page 23.

Just as in the past, it is clear that some of the MWD member agencies most strongly supporting
the draft IRP are doing so precisely because they believe that it will allow them to become less
dependent upon MWD.

NEED TO INTEGRATE MEMBER AGENCY AND LOCAL PLANNING DATA

The draft IRP identifies the need for only 16,000 acre-feet of local projects to achieve the Core
Resources Strategy target in 2015 and only 46,000 acre-feet by 2025 and through the end of the
planning horizon (2035). According to the draft IRP, this will result in 100% supply reliability
under all hydrologic conditions to meet dry-year demand. It is important to note that in reaching
the 100% reliability assessment, the plan has taken into account regulatory and environmental
constraints on supplies from the Bay-Delta in the years before mid- and long-term Delta
improvements are completed.

Based upon review of the limited data included in Appendix A.5 of draft IRP, it appears that as
much as 750,000 acre-feet of local water supply is already being planned by MWD member
agencies. It is unclear whether this list includes all supply projects that are being planned by
cities, groundwater managers, replenishment districts, utilities and other agencies and water
suppliers throughout Southern California. Given that the draft identifies only 46,000 acre-feet of
local projects is needed to achieve Core Resources strategy’s 100% reliability goal, the draft IRP
fails to grapple with the reality that MWD sales will be reduced, not increased in the future. If
properly coordinated, this trend can be a positive outcome for MWD and all of Southern
California. But MWD threatens to disrupt the positive economic impacts of this shift by
proposing to over-invest in new water supplies in an ill-fated and illusory attempt to increase its
own sales. Failure to coordinate with the many cities, water districts, and utilities beyond MWD
member agencies places all Southern California water ratepayers at risk.

The draft IRP also does not provide projected supplies under average- and wet-year hydrologic
conditions and their frequencies of occurrence. The draft shows only how MWD’s storage would
fare under “average” conditions. Figures 4-5 and 4-6 reflect very healthy storage conditions for
MWD, but lack data for member agencies to assess how their surface reservoir or groundwater
basins could be augmented for dry year use.

In summary, although the IRP by definition is intended to be an integrated plan that takes
member agency and retail supply plans into account as part of MWD’s regional planning, the

6
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IRP draft fails to do so. This presents grave risk to MWD and Southern California water
ratepayers.

Finally, MWD’s historic and principal role has been to deliver water to Southern California
imported from the Colorado River and State Water Project. The subsidy programs were
originally created to “encourage” conservation and development of local water supplies that were
otherwise not cost-effective, and, in order to “send the right message” to Northern California
where it was seeking to maintain its State Water Project entitlement. The rationale was that by
supporting these local water supply investments, the costs of securing additional imported water
supplies and/or infrastructure were “avoided,” and thus the payment of MWD subsidies
benefited the region as a whole. MWD should take the time now as part of the IRP planning
process to consider the appropriate role of subsidies generally, and including whether subsidies
are encouraging or impeding desired outcomes.

FAILURE TO IDENTIFY KEY ISSUES TO MAXIMIZE SURFACE STORAGE, GROUNDWATER

STORAGE AND CONJUNCTIVE USE

The draft IRP says that Metropolitan has “gradually shifted from being exclusively a supplier of
imported water to collaborating with its member agencies on regional water supply planning
issues.” This statement does not capture the momentous change that is being recommended for
adoption in the draft 2010 IRP, which will place MWD in control of planning, outreach, all state
and federal funding and decision-making about local project development. While the draft
promises that MWD will “collaborate” with agencies outside of their own member agencies, it
appears that it has not collaborated with them in proposing this new role for MWD in the first
place. Willingness to allow MWD to become the regional master facilities planner may also
vary by region.

MWD’s principal, historic role has been as a supplemental, imported wholesale water supplier to
its member agencies. While “collaboration” with its member agencies is indeed important,
MWD is announcing in the draft TRP a substantially different and enhanced role for itself in the
future, including “master planning” for significant local water supply resources over which it has
no legal jurisdiction or expertise. The draft IRP does not so much represent a “gradual shift” as a
takeover strategy for local water supply development in which MWD will be in charge of local
water supply development through its regional master planning process. For example, MWD is
declaring that it will be in charge of “master planning” for the following activities:

1. Recycled water development, including creation of a regional finance committee that will
determine how all state and federal funding dollars are best spent (Table 5-5);

2. Preparation of salt management plans and groundwater basin management plans (Table
5-7);

3. Seawater desalination “integration” (Table 5-10) and funding mechanisms (Table 5-13);
and,

4. Stormwater capture, including regional master planning, implementation of pilot projects
and development of subsidy programs (Table 5-19).

7
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MWD’s newly announced role as “master planner” for all Southern California local water supply
development goes far beyond the function of “collaboration” described above. Given that it has
little expertise in groundwater and developing local projects, staffing and budget increases will
undoubtedly be on the horizon. These efforts will duplicate those of the many local water
suppliers, replenishment districts and groundwater managers who are already engaged at the
local level.

In lieu of these proposed changes, MWD should follow the same, more cautious guidelines it
suggests for graywater (see page 5-36), namely,

1. Do not establish subsidies to pay for graywater;
2. Focus instead on reviewing and suggesting standards and pursuing changes to legislation

and regulations to support graywater development;
3. Work with local entities to create model guidelines for permitting processes; and,
4. Assist with public information efforts as requested and appropriate.

Finally, the draft IRP fails to address the most fundamental questions that must be addressed by
MWD at the wholesale level, including: 1) how available imported water supplies will be
managed; and 2) what policies are needed to assure fair access to facilities in order to move
water stored in groundwater basins in and out of, and within the MWD distribution system.

THE PROBLEM WITH WATER INSURANCE, AKA “BUFFER SUPPLY”

The draft IRP recommends implementation of the Buffer Supply as an insurance policy against
uncertainties, but does not provide a quantitative analysis or risk assessment to show how the
500,000 acre-feet of supply development was derived. For this reason, the Buffer Supply is
purely speculative.

The Buffer Supply is also financially unsustainable under the current rate structure, since
agencies would oniy pay for the “insurance” when they file a “claim” for the water. The cost of
maintaining a large “standby” supply will be extraordinarily expensive, force MWD rates to
increase exponentially, and, drive water purchasers away from MWD in search of lower cost
supplies that they can control. Here again, the 1994 Blue Ribbon Task Force had it right:

“Reliability, quality and other water supply specifications cannot be made
independently from the willingness of MWD customers to pay for such services.
Member agencies may want, for example, the insurance provided by major
investments to increase MWD standby capacity, but if forced to commit funds for
such capabilities, they may actually prefer far lower levels of protection than a
hypothetically “costless” water supply guarantee.” -- BRTF Report at page 9.

While the draft IRP itself is silent on the cost of the Buffer Supply, MWD’s mid-August rate
analysis showed startling costs of the Buffer Supply, in terms of sky-high water rates, stranded
water supply and stranded costs. The two charts included with these comments were developed
based upon this mid-August rate analysis.

8
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Furthermore, the draft IRP appears to ignore the fact that MWD already has a substantial
“Buffer” in which it has invested, namely, MWD’s vast storage program. MWD has 5 million
acre-feet of storage, which the draft IRP indicates will be full on average. The draft IRP also
says that if the Core Resources Programs are implemented, the region could have an excess of 1
million acre-feet of water during dry years, when storage and transfers are factored in. If the
500,000 acre-feet Buffer Supply is implemented, without MWD taking any water from its
storage, the region will have more water than required to meet demands including filling all
available storage. The bottom line is that the draft IRP fails to factor in that the very purpose of
the existing storage is to provide the same dry year assurance that is proposed to be filled by the
new Buffer Supply.

“ADAPTIVE MANAGEMENT” INADEQUATELY DEFU’4ED

Although the draft IRP says that MWD will employ an “adaptive management” strategy, the
draft also concludes that an aggressive approach to immediately implement the Buffer Supply is
required. In general, it is not possible to discern from the draft IRP what the timing or “triggers”
are for any of the “adaptive” actions. The draft IRP is also inconsistent with statements made by
MWD staff at the August 10 San Diego Stakeholders Forum with regard to timing of adaptive
management actions described in the draft IRP.

At its own August 20 member agency managers’ meeting, MWD staff stated that it plans to only

recommend immediate implementation of the regional consistency Water Use Efficiency Buffer,
and leave the implementation of the Local Resources Buffer to occur only when certain trigger
events take place, such as failure to obtain the environmental documentation for a Delta
conveyance facility by a date-certain (yet to be specified). This is a very different position than
the draft’s aggressive approach to implement local projects as delineated within the draft IRP as
follows:

Page 4-20, “Implementing a Supply Buffer,” states, in part: “. ..a ‘planning’ Buffer was
introduced during the 2004 Update. The 2010 IRP Update proposes to expand the
concept of a planning Buffer and create an actual hedge against demand uncertainty, by
implementing a supply Buffer equivalent to 10 percent of total retail demand.
Metropolitan will collaborate with the member agencies to implement this Buffer through
complying with the 20X2020 legislation, and by implementing aggressive adaptive
actions to meet any remaining portion of the 10 percent Buffer.” (Emphasis added.)

On page ES-8, the draft states: “Maximizing regional benefits through economies of scale
and minimizing the cost of redundancy is important to adaptability. The 2010 IRP
Update will hedge against demand, supply and environmental uncertainties by
implementing a supply Buffer equivalent to 10 percent of total retail demand. This
Buffer will be implemented through meeting 20X2020 water use efficiency goals, and by
implementing aggressive adaptive actions to meet the remaining portion of the 10 percent
Buffer through local supplies and transfers. This approach is consistent with maintaining
reliable baseline supplies and advancing local and regional solutions.” (Emphasis added.)

9
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In its outreach materials used at the IRP Public Forums, MWD has an executive
summary, page ES-lO, that states the Buffer Supply will be “. . .developed through
collaboration with the member agencies on aggressive actions.” And, on Figure ES-4,
Component 2 box reads “aggressive adaptive actions for the remainder.” (Emphasis
added.)

It is impossible to reconcile the oral comments made by MWD staff at the August 10
Stakeholder Forum and the August 20 MWD Member Agency Managers meeting with the
conflicting verbiage in the draft IRP document.

It is also completely unclear what “adaptive management” means or how it will be employed by
the MWD staff once the IRP is adopted by the board. Substantially more detailed planning and
transparency is required before board adoption so that the member agencies can better
understand what is intended by the draft IRP.

INACCURATE AND INCOMPLETE DATA

The Core Resources Strategy is the heart of MWD’s current water supply planning. It is
essential that the draft IRP provide a full description of the components of the Core Resources
Strategy. And yet, it is not possible to discern the details of the Core Resources Strategy due to
the fact that there is inconsistent data presented throughout Sections 4 and 6 of the draft IRP.
These are the key sections of the report that present analyses of the available water supplies and
need to develop additional supplies.

To ensure a sustainable resource plan that clearly outlines a path for long-term reliability, it is
fundamental that the draft IRP start with a more comprehensive evaluation of the Core Resource
Strategy. The Core Resource Strategy serves as the foundation of the plan. The analysis should
include an identification of what actions can be taken to strengthen the core strategy in order to
maximize investments already made in imported supplies. The evaluation should include an
assessment that clearly identifies the risks associated with implementation of the core strategy
and takes adaptive measures to mitigate those risks. This assessment would provide a linkage
between the Core Resource Strategy and the timing and type of adaptive management strategies
recommended. Transparency in the process is critical to providing the member agencies the data
and information needed to plan accordingly in their UWMP and resource plans.

In addition to the internal inconsistencies, the data included in the draft IRP is also inconsistent
with data included in MWD’s recently released draft Regional Urban Water Management Plan
(RUWMP). The Water Authority suggests that MWD staff conduct a workshop with the member
agency managers to work through this detail so that MWD’s Core Resources Strategy can be
presented in a manner that may be better understood and inconsistencies with MWD’s RUWMP
can be reconciled.

To cite just a few examples, seawater desalination is listed as existing production on Table 4-6
but as a yet-to-be-developed Core Resource on Table 4-8. There is no indication how the
groundwater, local surface water and Los Angeles Aqueduct (LAA) supplies listed in Table 4-7
were projected. And, it is unclear why there is an increase in groundwater supplies during this
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planning horizon, but a decrease in surface water. The data for LAA also differs between the IRP
and RUWMP. These and other inconsistencies and lack of foundational data are not “details” to
be “worked out later” — rather, this is foundational information required in order to meaningfully
assess MWD’s current supplies and the need to develop additional supplies.

Beyond the internal inconsistencies in the draft IRP, there is also insufficient information
provided on the plans of cities, groundwater agencies, replenishment districts, utilities and water
suppliers throughout the Southland to implement conservation and other local water supply
programs that will substantially reduce the amount of water purchases from MWD in the future.
While the draft notes that there are approximately 250 retail agencies that supply water to the
public, the draft IRP analysis has failed to account for the plans and timing of plans that many of
these 250 retail agencies have to both conserve water and develop local resources. Although
Appendix A.5 includes a list of member agency area projects, it does not provide analysis to
show how these projects will reduce the demand for MWD supplies. It also does unclear whether
it includes projects of the many agencies, sub-agencies and utilities who presently buy water
from MWD member agencies. MWD must work with its member agencies to develop an
accurate and agreed upon list of projects as well as project timing, and eliminate inconsistencies
before it finalizes the draft IRP.

Moreover. MWD’s methodology limits its accounting of local supplies to existing, under
construction and “committed” projects (a term not defined in the draft IRP). All other planned
local projects are included as part of MWD’s own “regional” target, with the explanation that,
“... [t]his recognizes the uncertainty in local supplies and avoids over and under allocating local
supply targets to individual agencies” (see Appendix A. 1-22, “Projected Active Conservation: A
New Approach). This approach appears grounded in MWD’s past experience and the notion that
local water suppliers cannot be relied upon to develop local supplies and, therefore, MWD must
step in and take over responsibility for local supply development. This assumption fails to take
into account the substantially changed circumstances and that many local water supply projects
that were once uncompetitive with the price of imported water are now cost-effective — without
any subsidies from MWD — when compared to even the conservatively projected cost of MWD
water. There are also better mechanisms to hold local water suppliers accountable to the region
for completion of projects than the theoretical no-cost or low-cost water supply Buffer
“insurance” recommended in the draft IRP.

The realistic regional demand “gap” cannot reasonably be estimated without taking into account
the existing and planned actions of MWD’s member agencies and other local water suppliers.
The draft TRP notes that Metropolitan has historically provided between 45 and 60 percent of the
municipal, industrial, and agricultural water used within its service area. However, enhanced
conservation and development of local water supplies will result in a dramatic reduction in water
demand on MWD. Implementing any of the Buffer Supply strategies in the draft IRP will lead to
unavoidably higher rates and inversely declining sales.

11

Page 104 of 260



Attachment 2

PROCESS CONCERNS

While there have been a large number of meetings and IRP-related “processes,” the process
overall has been both “top down” and “disintegrated,” with no meaningful opportunity for non
MWD member agency participants to shape the outcome. This shortcoming is all the more
important given the draft IRP proposes that MWD become responsible for, or compete with
many local projects that are currently within the jurisdiction of cities, local agencies and
groundwater managers. The 1994 Blue Ribbon Task Force made similar observations about the
then-pending IRP process:

“Although both the IRP and rate structure efforts largely involve member
agencies in setting functional objectives, performance standards and the
development of background materials such as the Strategic Resources
Assessment-and to some extent, other outside participants-the precise role of non
MWD participation in IRP and rate structure discussions often seems limited to
commenting on Metropolitan-generated objectives rather than considering de
novo functional objectives and performance standards.” -- Blue Ribbon Task
Force Report (I3RTF Report) at page 8.

“As different resource, reliability and operational goals are considered, IRP
participants are not presented with fully articulated alternative models. The
current practice is to make marginal changes in an assumed base resource mix in
response to new, cost, technological, political or other concerns. This practice
may limit the participants’ understanding about the implications of different
options, and artificially constrain the range of choices they take into account.” --

BRTF Report at page 12.

“Despite a heavy meeting schedule, and numerous specialized committees and
subcommittees, the Board often seems to be presented with limited options and
choices for final approval largely defined and developed by MWD staff, rather
than conduct an independent inquiry of relevant matters.” -- BRTF Report at page
74.

These observations are as accurate regarding the current draft IRP and IRP process as they were
more than 15 years ago. The 2010 draft IRP has been available for public review only recently,
and although voluminous, contains limited information. The revised draft IRP will apparently
not be available until later in September, with board adoption scheduled for October. This
schedule and process does not allow for meaningful distribution or review of the draft IRP by
those who are impacted through the adoption of the IRP. MWD staff has been portraying the
draft IRP as implementation of the will of the people, rather than as a recommendation of MWD
staff But, of the almost 19 million people who live and work in Southern California, less than
350 people attended the four stakeholder workshops combined — and, many of those participants
were MWD and member agency staff and consultants. Moreover, the stakeholders were being
asked to comment on a draft report in which fundamental questions remain to be answered.
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Given that MWD is proposing to change its historic role as imported water supplier — which is
the principal responsibility most local agencies now associate with MWD — it is vitally important
that sufficient time be allowed for distribution to city councils, county board of supervisors,
groundwater managers, replenishment districts, water districts, utilities, and other local entities
which will bear the expense of, or otherwise be impacted by MWD’s new role. MWD and its
member agencies should not simply assume that all agencies and stakeholders will welcome this
new role for MWD or the associated rate increases that will be necessary to implement this
course of action.

RECOMMENDATIONS

MWD uses the IRP as a foundation for its RUWMP. Thus, the draft IRP should reflect the clear
professional recommendation of MWD staff. Is that the case? If so, we recommend you say so
when the revised draft IRP is released. As it stands in the draft IRP, this is unclear.

At a minimum, we recommend that MWD provide a full 60-day review period between the
release of a revised draft IRP, including responses to all comments and questions, and the first
MWD board meeting to consider the revised draft. We also recommend at least two public
meetings of the board to consider and deliberate the revised draft IRP. This time frame would
still allow adoption of the IRP in advance of the RUWMP. Although the update process stated
more than a year ago, the recommendations were made available for the first time in July 2010
when draft report was posted online. We were quite surprised with the recommended strategy,
especially since the draft’s own data indicates the excessiveness of such a recommendation. The
draft recommends an adaptive strategy that included three components: Core Resources Strategy,
Buffer Implementation, and Foundational Actions.

The draft IRP clearly indicated that the implementation of the Core Resources Strategy would
meet projected dry-year demands under all foreseeable hydrologic conditions, with MWD’s 5
million acre-feet of average storage capacity above 60 percentile and probability of dry-year
shortage diminishing to zero past 2015 (with only than less than 1 percent shortage in 2015). Yet.
it recommends moving forward with all three components concurrently, including aggressively
pursuing Buffer Supply implementation (in contrast to 2004 IRP’s planninz buffer) and at the
same time developing large-scale projects so they are “ready to proceed” under Foundational
Actions.

The forthcoming revised draft IRP must integrate member agency plans and projects into the
discussion, and before implementation of projects that exceed demand, member agencies’
commitment to pay for these supplies must be obtained and proper choice and structure be set in

place to ensure MWD does not strand water nor investments under the new supply strategy.
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ATTACHMENT 3— QUESTIONS POSED AT SAN DIEGO IRP FORUM

RELIABILITY GOALS

• Doesn’t the IRP’s reliance on the almost 60 year old Laguna Declaration — drafted at a time
when Southern California was almost completely dependent on imported water — send the
wrong message in today’s limited resource and escalating cost environment’? Is that a smart
message in the water bond campaign?

• Why didn’t MWD reconsider the central question of the where the regional reliability goal
should be set?

• Why should everyone have to pay for the same reliability standard if they want to conserve
more and pay less?

• How has MWD accounted for the dampening effect higher prices will have on water

demand?

SUPPLY AND PLANNING BUFFER

• Has MWD done a survey of each of its member agencies and other local agencies and
utilities to determine what projects they are developing now or plan to develop in the near
future? Don’t you need this kind of information in order to determine what supply “gap”
exists’?

• Will MWD staff agree to collect this information about local projects development and make
it available before asking the board to adopt this IRP?

• What is the rationale for an MWD Buffer Supply equal to 10% of retail demand? What is
that number based on?

• What is MWD’s assumption in the IRP about who will pay for the core and Buffer supplies’?
Is there a breakdown of this by region or project? Isn’t this information necessary to define
even broad parameters of a real plan?

• Is staff recommending the implementation of both core and Buffer supplies because it does
not believe it will be successful in the Delta Fix? If not, why does this draft recommend
moving forward now with implementation of both supplies?

• Can you be more specific about the risks and uncertainties you believe justify the expenditure
of current ratepayer dollars’? What are the “trigger points” that would warrant increased
spending’?

• What is the level of commitment to developing the resources identified in the Buffer’? And is
there a certain date by which those resources will be developed?

• Why are recycled water and seawater desalination identified as part of the Buffer supplies’?
• What is the size and composition of the Buffer’?
• What is the process by which the region will make the decision to deploy elements of the

Buffer’? And are there risks associated with each trigger level?

MWD’S ROLE

• Isn’t our current water supply allocation the result of challenges to our imported supplies?
Since this has been MWD’s historical role, shouldn’t MWD focus its efforts and regional
dollars on securing the Delta Fix and filling the Colorado River Aqueduct’?
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MEMBER AGENCY’S ROLE

• Does the IRP assume and recognize that the 20x2020 requirement is a retail obligation?
Given that, why should MWD subsidize member agencies to meet this local mandate’? Isn’t
this rewarding bad behavior?

• What is the IRP assumption about the project cost that would qualify for a financial
“incentive” from MWD?

• Won’t MWD by definition be investing in the most expensive sources of supply? [Cornment.
I/not, win’ 14’ould the local agency need an ‘incentive”?J

• How does Met intend to ensure fairness among its member agencies in the collection and

redistribution of incentive money for conservation and local projects?

PROJECT ASSUMPTIONS

• What is MWD’s assumption on who will implement the 20x2020 mandate?
• What are MWD’s planning assumptions for the on-line dates for the member agency projects

described in the Appendix?
• What are MWD’s assumptions for supply conditions under normal and wet years?
• What assumptions does the report make about how surplus water in any given year will be

used? Will it go first to refill MWD’s storage? Do you assume that discounted
replenishment rates will be available at any time in the future? If so, under what conditions’?

COST ANALYSIS

• What are the cost assumptions for core and Buffer Supply projects’?
• What is the estimated rate impact as a result of implementing the core strategies? Is this

impact based on an assumption the current rate structure remains unchanged?
• What would the implementation of Buffer Supply add to water rates?
• What about the Foundational Actions’? How much would those activities add to water rates?
• Will MWD do a new rate structure analysis and cost of service study for IRP programs and

projects before adopting the IRP?
• How does MWD ensure its core supply investments would not be stranded?
• Is MWD going to require firm contractual commitments from each of its member agencies to

pay for all of this supply development’?
• How do preferential rights relate to the availability of Buffer Supply water? Are they

enforceable if a member agency claims them?
• Do you have any analysis available to show the “balancing” between resource investment

and cost considerations?

TIMING

• IRP sets forth MWD’s policy for future supply development and is an especially important
document given changed water supply environment. Why the rush to get the report adopted
so quickly?

• Are you willing to recommend extending the time for MWD staff to answer our questions

before we are required to comment further on the report’?
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September 15, 2010 
 

Attention: Imported Water Committee 
 
CLOSED SESSION: 
Conference with Legal Counsel – Potential Litigation 
Government Code §54956.9(b) 
Metropolitan Water District Notice of Intention to Enforce Rate Structure Integrity Clause 
 
Purpose 
This memorandum is to recommend that the committee by motion hold a closed session, 
pursuant to Government Code §54956.9(b) to discuss the above-referenced matter at the 
September 23, 2010, Board meeting. 
 
A closed session has also been included on the agenda of the formal Board of Directors’ 
meeting.  Unless the Board desires additional discussion, it is not staff’s intention to ask for a 
closed session with the full Board at that time, but staff may request action to confirm directions 
given or action recommended by the committee.   
 
 
 
Prepared by:  Daniel S. Hentschke, General Counsel 
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September 15, 2010 
 
Attention: Imported Water Committee 
 
CLOSED SESSION:  
Conference with Legal Counsel – Existing Litigation 
Government Code §54956.9(a) – SDCWA v Metropolitan Water District of Southern 

California; LASC Case No. BS126888 
 
Purpose 
This memorandum is to recommend that the committee by motion hold a closed session, 
pursuant to Government Code §54956.9(a) to discuss the above-referenced matter at the  
September 23, 2010 Board meeting.   

A closed session has also been included on the agenda of the formal Board of Directors’ 
meeting.  Unless the Board desires additional discussion, it is not staff’s intention to ask for a 
closed session with the full Board at that time, but staff may request action to confirm directions 
given or action recommended by the committee.  
 
 
 
Prepared by: Daniel S. Hentschke, General Counsel 
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