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September 5, 2016

RE: Santa Maria Request Increased SWP Allotment
DWR SWP Contract Extension

Santa Barbara County Board of Supervisors
105 East Anapamu Street
Santa Barbara, CA 93101

Dear MorW

We would like to schedule meetmgs Wlth each of you to dlSC'LlSS our requests
on the fo]lowmg nnportant pendlng items:

1. Deny appllcatlon of Santa Mana to take the Relmqulshed
12,214 AF of the State Water Project (SWP) Table A Allocation;
‘Sept. 20 2016 BOS Agenda

2. Submlt comments on the Dept. of Water Resources DEIR
proposed State Water Supply Contract Extension Pro;ect -
Comments due to DWR Oct 17, 2016

WHY THIS Is IMPORTANT

Both the Santa Maria request and the Department of Water Resources (DWR)
contract extension proposal likely will result in severe financial burdens for
all State Water Project (SWP) contractors in Santa Barbara County.

1) Reasons to deny the request of Santa Mana to take the
rehnqulshed 12,214 AF of SWP Table ‘A Allocation

There are three important reasons to deny the request of Santa Mana to
acquire an additional 12,214 AF of SWP yield that was relinquished in the
1990s when sizing was finally established for the Coastal and local
Aqueducts. These are a) costs to buy back in, b) the additional financial
exposure Santa Maria will have for subStantial new costs if the Twin Tunnels
project is approved and constructed, and c¢) the issue of control of the CCWA.

a). Buy Back Costs: There may be a substantial cost to buy back this 12,214
AF of yield. This amount has not been on the DWR books for the 20+ year
period since the request was granted by DWR to lower the original Table A
amount from 57,000 AF to 45,486 AF, which is now the County’s Table A of
record. The reason for relinquishing 12,214 AF of Table A was to reduce
Santa Barbara County Flood Control and Water Conservation District
payments of costs, such as the Delta Water Charge (DWC), that are allocated
according to Table A. The total cost reduction over the 20+ years amounts to
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roughly $10 million. Given the method by which the Delta Water Charge is
calculated, the $10 million was covered by all of the other contractors.
Accordingly, to make these other contractors whole, Santa Maria should be
assessed a onetime cost of $10 million plus interest to buy back in.

b) Exposure to substantial new costs if the Twin Tunnels are approved and
constructed: It is assumed that if the Tunnels are built, the cost will be
repaid through Delta Water Charge levies. The DWC levy at present is about
$75 per AF. If the Twin Tunnels’ costs are added, the DWC levy will increase
many fold. Santa Maria has at present a little over 17,000 AF of Table A for
which they now pay $75 per AF or total DWC charge of just under $1.3
million annually. An addition of 12,214 AF (without the Twin Tunnels) will
raise the Santa Maria DWC to $2.1 million. An addition of 12,214 AF (with
the inclusion of the Twin Tunnels) will add from $5 million to $30 million to
this amount for Santa Maria. Whatever the additional amount it will be a
fixed cost that will have to be paid whether any water is delivered or not.
Santa Maria will be precariously exposed financially, which has a great
potential to put the County at extreme risk. See Take or Pay provision
below.

¢) Monopolistic control of CCWA: If Santa Maria were to assume another
12,214 AF of Table A it would then have over 50% of the voting rights and
essential control of CCWA. The Step-Up clause in the CCWA contracts makes
it imperative that Santa Maria not have that much exposure because if they
are the ones who default, the burden would be too great for the South Coast
to bear. We believe this should not be allowed to happen.

2) Request to submit comments on the DWR DEIR proposed Water
Supply Contract Extension Project

DWR Proposal: DWR is proposing extending the financial obligations of all
existing SWP contracts for 50 years. SWP’s contracts and bonded debt is set
to expire in 2038. Without the contract extension, DWR may not use the
SWP as a financing tool for further water projects. The contract extension
project that is being proposed under the guise of ministerial contract
amendments would allow DWR to purchase revenue bonds to build anything
it chooses. Although the amendments do not talk about it, we believe the
most important aspect of this contract extension is to assure that the new
extended contracts have the take-or-pay provisions. “Take-or-Pay” is the
provision in the current contracts that require a contractor to pay whether
they get any benefit (i.e. water) or not. It is this provision that requires the
SBCFCWCD to pay the full debt on the revenue bonds and Delta water
charges and everything else that DWR charges, whether any water is
delivered or not.

Ideally a stream of revenue should secure the revenue bonds from the

~ beneficiaries of the proposed project (i.e. water agencies and their
ratepayers). However, in the case of the SWP, because there is little prospect
of any significant increase in project yield, the state and bond sellers require
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more security than the basis of the revenue stream. In the present case, if
the water agency beneficiaries cannot pay the revenue bond debt, the
contract requires that the Contractor have the ability to levy taxes to pay the
debt. For the County of Santa Barbara, taxes would have to be levied if the
CCWA contractors come up short on their obligations to the County. It is this
taxing ability that backs up the revenue stream that is key. Since CCWA
does not have the authority to levy taxes, the ultimate responsibility lies with
the tax payers of Santa Barbara County.

Current Status:

DWR’s proposal is currently undergoing environmental review. The
overarching issue here is the desire by DWR to extend the full SWP contracts
for 50 years while only conducting an Environmental Impact Report on the
financial sections of the contract. Because the DEIR proposal subjects only
the financial sections of the existing contract to CEQA review, it is a blatant
violation of CEQA as it leaves the bulk of the contract intact but without
analysis of their potentially catastrophic consequences to the

environment. This piece-meal approach is a direct violation of CEQA. On its
face, this attempt to extend only the financial sections of the SWP contracts
to 2085 appears to be solely for the purpose of being able to get the financing
for the proposed Twin Tunnel Project that is now winding its way, with much
controversy, through the various permit processes.

- Extending the existing contracts without explaining why the money is
needed, or suggesting any projects, gives DWR carte blanche for funding
enormous projects (e.g. Twin Tunnels} without any approval of the ratepayers
who must pay for them. Lo

Other Important Issues ‘

Elimination of Article 1 (hh): There is one element of the extension proposal
that is not explained fully in the EIR. The current contracts from the 1960’s
have a list of projects in Article 1 (hh) that DWR may construct. There are no
tunnels on this list. The newly proposed contract amendments get rid of this
article (list) with no discussion of the likely consequences. The Contract
Extension project proposes to modify the one clause that limits the extent of
Delta Transfer Facilities that could be pursued after 1987. Under this clause
it is uncertain if the Twin Tunnels project is qualified to be pursued under
the original Burns-Porter Act. We believe Article 1 (hh) was deleted to allow
the tunnels, and anything else DWR might want to build, to be allowed.

It is not prudent for our County to agree to sign such a blank check. . Again
the Take-or-Pay feature of the original SWP authorization is key to
understanding why the DWR feels it needs this contract extension.

Small Fish, Big Pond: Santa Barbara County, whose SWP contract is
managed by the Central Coast Water Authority (CCWA), represents a small
minority of all SWP contractors. The Metropolitan Water District (MWD) has
50% control and the Kern County Water Agency has 25%. The remaining
25% is divided among 27 smaller contractors. Any new construction in the
SWP will be determined by the two major agencies without small contractors
being able to fiscally protect themselves.
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The Evergreen Clause: The DEIR has some very ominous language in it
threatening to cut off a Contractors water service if they don’t sign the
contract extension. The Evergreen Clause protects the County from this
threat. Article 4 (known as the “Evergreen Clause”) of the existing contracts
states that by written notice to DWR at least 6 months prior to the expiration
date of the Contract, the Contractor can elect to receive continued service ‘
after the expiration of the term under the following conditions unless
otherwise agreed to:

(1) service of water in annual amounts up to and including the

Contractor’s maximum annual Table A amount;

(2) service of water at no greater cost to the Contractor than would

have been the case had the Contract continued in effect;

(3) service of water under the same physical conditions of service,

including time, place, amount and rate of delivery;

(4) retention of the same chemical quality objective provision;

(5) retention of the same options to use the SWP transportation
facilities as provided in Articles 18(c) and 55, as applicable.

Article 4 of the existing contracts makes it clear that there is no rush...that
any Contractor may submit an Article 4 letter requesting their contract
be extended up to 6 months before it is set to expire sometime after
2035 and DWR must honor the request for extension.

There is precedent in invoking the Evergreen Clause as when Plumas County
FC&WCD and the Empire West Side ID did not sign the Monterey
Amendments. Their contracts were not forfeited in any way. We believe DWR
cannot legally withhold the original contract provisions and should not
threaten it. The Evergreen Clause of the existing contracts makes this very
clear. ‘

All of the Santa Barbara State Water Project participants face significant
financial consequences for no foreseeable benefits if they are forced to pay
their share of the Twin Tunnels. Please read C-WIN’s “Santa Barbara Report”
(attached.)

C-WIN Request: Direct the SBCFCWCD to prepare comments to DWR’s
DEIR on the SWP Contract extensions to broaden the CEAQ review to
include the entire contract, and not only the Financial section. Discuss
fully the Evergreen Clause and the current Article 1 (hh) list of approved
projects and why this is deleted in the proposed contract extension.

Thank you for taking our concerns into consideration when you decide on
these important County issues.

Smcerely,

arolee Krieger, Presitie Arve SjVOld Ec mic Consultant
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PURPOSE OF THIS REPORT

1. Examine the deficiencies and cost impacts of Governor Brown's Twin
Tunnels/CA WaterFix, illustrating the untenable financial burden these
proposals place on local water agencies and ratepayers;

2. Highlight that the Tunnels/CA WaterFix will not provide more water when
needed, i.e., during drought;

3. Explain the unintended consequences of participation in the State Water
Project (SWP) utilizing the experience of Santa Barbara County as an example
of the statewide problem:;

4. Highlight the exorbitant cost and unreliability of importing water from the
State Water Project (SWP) to the communities of Santa Barbara's South Coast.

This report was prepared by Carolee Krieger and Arve Sjovold with the assistance of Joan Wells, Beno Budgor
and Georgia Strickland. The California Water Impact Network (C-WIN) obtained data on cost, usage, and
fiscal indicators to evaluate the performance of the SWP. C-WIN has used public information obtained from
the Central Coast Water Authority (the county’s manager of SWP water) and its constituent water agencies
Jor its information. Some data was obtained through requests under the California Public Records Act. Much

of the data is available through CCWA and its member agency websites.
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EXECUTIVE SUMMARY

I. WHAT IS THE TWIN TUNNELS/CAWATERFIX PROJECT?

Twin Tunnels/CA WaterFix Proposal: Governor Brown has proposed twin trans-Delta tunnels,
each 40 feet in diameter, 35 miles long and buried 150 feet deep, running from the lower Sacramento
River to Modesto. Bypassing the San Francisco Bay/Delta, they are intended to move water south
"more efficiently" to corporate agricultural water districts in the western San Joaquin Valley and
urban southern California water agencies who are beneficiaries of and contractors to the State
Water Project (SWP) and the Central Valley Project (CVP). This includes the largest SWP
contractor, the Metropolitan Water District of Southern California. There is no clear plan for
financing the Tunnels. The administration and its supporters intend to build them without a vote of
the people who must pay for them, the ratepayers of the State Water Project (SWP) and the Central
Valley Project (CVP).

As of the date of this report, DWR has acknowledged that engineering for the project is only 10%
complete and that an additional 3 years and $1.2 billion is needed just to complete the planning. On
top of what is needed to complete the planning, construction costs are estimated at $20 billion to $38
billion, according to analysis by ECONorthwest (see Appendix A). The annual cost burden to the
contractors will reflect the amortization of the construction costs plus annual operations and
maintenance, presumably under the terms of the SWP contracts. The project has not defined
quantitatively any of the purported benefits in terms of expected additional water deliveries. In fact,
if there is to be additional water from the project it is not certain where it is to be delivered.

The water purveyors in Santa Barbara County are concerned about these two aspects of the
proposed project: additional costs to SWP contractors and no clear statement as to how they are to

be benefited. The microcosm of the Santa Barbara experience serves as a red flag warning for all
Southern California SWP contractors and their customers.

Concerning the affordability of the project, the introduction to the section of the Bay Delta
Conservation Plan/ CA WaterFix, Economic Benefits and Financing Strategies, (March 2012) [for the CA
WaterFix Tunnels], it states:

“California’s investment need is relatively modest compared to the size of the economy. California
is the 8" largest economy in the world with an annual Gross Domestic Product of $1.9 trillion. Investments
for Ecosystem Restoration and Water Supply Reliability are also relatively small compared to current annual
expenditures. Approximately $20 to $30 billion is spent annually for water services and water related
programs. Water rates are lower than other household utility costs. Average monthly household water and
wastewater rates are less than average costs for other utilities such as electricity, cable/satellite, cell phone...
California’s investment need is substantial, but well within the capacity of California.”

The situation in Santa Barbara County in general, and the South Coast of Santa Barbara County in
particular, do not fit this rosy picture of affordability. In this report we analyze the current problems
with affordability of SWP and what the difficulties would be with the addition of the Twin Tunnels
project. We have also analyzed the Sacramento River hydrology to assess the likelihood of more
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reliable deliveries from the SWP due to this project. These are our conclusions.

e The Twin Tunnels project promises more debt and no additional water to the
South Coast districts.

e The South Coast districts are already at their limits for absorbing new debt
and cannot afford more.

¢ Current South Coast debt burdens are now crowding out budget expenditures
for needed infrastructure and maintenance.

e SWP water deliveries have never been reliable for the South Coast, especially
in droughts and the Twin Tunnels project promises no relief from that
circumstance.

Each of these conclusions follows from the detailed, quantitative analyses in the body of the report.
We start with the economic challenges that the water districts presently face with the current SWP
debt burdens. We have examined each of the South Coast districts budget details and how they are
meeting their financial obligations. We also examined the difficulties of providing water deliveries
to their customers with a strong focus on the current drought and the failure of the SWP. The
difficulties of the SWP in providing reliable deliveries is revealed in a thorough examination of the
Sacramento River hydrology (Appendix B) where it is shown that the droughts are the determining
factor in why the SWP demonstrates such poor reliability, while the Bay Delta Conservation
Plan/CA WaterFix deals almost entirely with the capability of the Twin Tunnels to capture more
water during wet periods. Then we examine the likely cost impacts of the proposed Twin Tunnels
project, based on the meager information available on its estimated construction costs, and how
those costs when allocated to SWP contractors will affect water district budgets.

We conclude by finding that for Santa Barbara’s South Coast purveyors the cost/benefit analysis
cannot justify the Tunnels construction. By analysis, the construction of the Tunnels could result in
vast economic hardship and financial turmoil for agencies and ratepayers, financial resources that
can be applied to construction and delivery of more reliable sources of water such as treated
wastewater and desalination.
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THE SANTA BARBARA EXPERIENCE

I. OVERVIEW

History of SWP and South Coast Santa Barbara County

The costs of bringing SWP water to Santa Barbara County were not accurately disclosed in 1991
when voters approved the project. The reliability and delivered amounts of SWP water have been
much less than originally promised in 1991. Prior to that election, the state's estimate of the total cost
to ratepayers for construction of the Coastal Aqueduct was $270 million. SWP contractors located
south of the terminus of the Coastal Aqueduct in Santa Maria additionally, must pay for a local
aqueduct connection. Based on information provided by the Central Coast Water Authority
(CCWA), the total costs of construction for the coastal branch and the local branch was $670
million, which is to be contrasted with the $270 million as the estimate given to the voters. Santa
Barbara ratepayers will have paid $1.76 billion including amortization with interest and operations
and maintenance (O & M) for bringing state water to Santa Barbara. The large cost is best illustrated
by Montecito, which has only 4,200 meters, but must pay over $5 million a year for SWP related
debt whether any water is delivered or not. As will be shown, the much higher than expected
construction costs has materially affected the affordability of the SWP for the South Coast districts.

Santa Barbara County has paid and will continue to pay extremely high costs for minimal amounts
of the SWP water, largely due to the low reliability of the SWP. Actual delivery of SWP water
between 1998 and 2015 for the four South Coast water agencies (Montecito, the City of Santa
Barbara, Goleta and Carpinteria) was only 28% of full contract amounts, despite the fact that
Santa Barbara County voters were told in 1991 ballot information that intimated the State Water
Project would deliver 97% of contract amounts to urban water users.

Current Cost/Benefit Analysis

The SWP has failed in delivering water to Santa Barbara's South Coast water districts and citiesina
cost-effective and reliable manner. But to fully understand these impacts, they must be viewed from
an historical perspective.

Prior to the 1987-1992 drought South Coast water purveyors had relatively small budgets. Water
supply costs represented less than 10% of the budgets and local sources provided all the water. The
drought changed everything. At the peak of the drought, all South Coast water purveyors,
convinced of the reliability of state water delivery system, voted to import state water at enormous
construction costs. The South Coast is now living with the consequences of that decision; some very
important lessons have been learned.

A. Costs:

Due primarily to the region's connection to the SWP, South Coast water district budgets have
increased substantially. By way of example, the budget for the Montecito Water District went from
$1 million in the early 90's before deliveries of state water to $14 million today. For the upcoming
year, the budget is $21 million, an extraordinary increase of $7 million, as Montecito tries to catch up
on needed repairs to old infrastructure. As the 1987-1992 drought unfolded, mandatory conservation
and severe use restrictions decreased water demands dramatically. These measures also had the
adverse effect of decreasing water sales to the point that water rates had to be raised substantially in
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order to balance budgets. Upon emerging from the 1987-92 drought, the water districts were
immediately faced with increasing cost burdens from the construction of the Coastal Aqueduct and
the local aqueduct necessary for the importation of state water. Rates had to be maintained at high
levels, and raised in many cases. When the drought ended and mandatory conservation and
restrictions were lifted, demand remained depressed due to the high water rates that were still in
effect. Before the drought, water use was not necessarily sensitive to water costs, but the higher costs
have caused demand to decrease. Increased rates are met with commensurate decreases in demand
such that the districts have resorted to large increases in the fixed charges for water service.

B. Benefits:

Because of its inherent unreliability, there have been few benefits redounding from the importation
of state water, especially during droughts. Because severe droughts are often statewide phenomena,
state water deliveries typically are curtailed at the very time they are needed most on the South
Coast. The current drought demonstrates this exceedingly well.

There has been one benefit of the Coastal Branch, the South Coast's tie-in to the SWP: water
demand has decreased due to the cost impacts of the project on water agencies and ratepayers.
Before the 1987-1992 drought, normal water demand in the City of Santa Barbara was about 16,500
acre-feet per year. The post-drought, new normal, is now 13,500 acre-feet, which is 3,000 acre-feet
less than the pre-drought level. This drop in demand can be attributed directly to higher water
prices.

The additional cost to agencies and ratepayers from the construction of the Twin Tunnels will have
a negative effect on water supply and demand given the unreliability of delivery, lack of new water
sources, and higher rates required to cover costs plus more stringent conservation measures.

Twin Tunnels and Additional Debt from the State Water Project

The CCWA's local contractors are paying large amounts of money for the planning and engineering
of the tunnels. The State Water Project (SWP) and the Central Valley Project (CVP) contractors
have spent $250 million on planning to date and estimate it will cost an additional $1.2 billion to get
the project “shovel ready”. These costs are paid proportionately by South Coast Contractors.

C-WIN has documented the estimated cost of construction of the Twin Tunnels. The annual
payment with interest and principle on these construction costs, which will be allocated to Santa
Barbara County under its contract with the SWP, will range from $7.7 million/yr. to $46.4
million/yr. The South Coast districts’ share will range from $2 million/yr. to almost $15 million/yr.
These estimates are based on a 55/45 division in costs between the State Water Project (SWP) and
the Central Valley Project (CVP); if the CVP doesn't participate, these estimates will roughly
double. '

If Santa Barbara County is forced to participate in the construction of the Twin Tunnels, its SWP
expenditures will increase significantly at a minimum. The resultant increases in retail water costs
will burden Santa Barbara County customers without any assurance that additional water supplies
will be forthcoming. This increased cost burden will depress demand even further.

Why would Santa Barbara County want to pay more money for unreliable water it may not need
or use?

THE CALIFORNIA WATER IMPACT NETWORK 10



2) TERMINOLOGY

Water issue terminology may be unfamiliar to some readers. The following are some key terms that
will be used throughout the report: ‘

Acre-foot: One acre-foot is equal to an acre of land (or 43,560 square feet) covered to a depth of one
foot. An acre-foot is thus 43,560 cubic feet of water or about 325,829 gallons. It is equivalent to the
annual consumption of water by two average California families.

Table A Allocations: “Table A Allocations” are the total contractual amount of water that may be
delivered under the terms of a State Water Project water service contract. The actual amount of
water delivered, depends on how much water is available from nature; this varies widely from year
to year. The cost of Table A Allocations is based on the SWP contractors' percentage share of the
total Table A Allocations. This cost reflects the percentage of both the original SWP contract and
Santa Barbara’s share of the Coastal Branch aqueduct constructed after the 1991 SWP election. All
costs incurred by each SWP contractor must be paid every year regardless of whether any water is
delivered at all.

Table A Deliveries: This amount represents what a water contractor actually receives in deliveries
from the State Water Project under the contract in a given year. For Santa Barbara County water
districts, Table A deliveries have always been less than the full amounts for a given year because the
water is either not available from the State, or is not needed, and is therefore not requested.

Article 21, and other "surplus water": The SWP contracts deal with three types of non-scheduled
water deliveries. They are Article 21 or “Surplus Water”; “Turn-back Pool”; and “Carryover Water”.

Article 21 or surplus water is non-Table A water that may be declared available in the first three
months of the contract year after all current Table A demands are met, reservoir refill requirements
are satisfied, and there is fresh water in the Delta.

Turn-back Pool water is Table A water that was requested but not fully delivered in the previous
contract year. The contractor who has unused Table A water receives a specified rebate for
relinquishing his unused amount; any other contractor may offer to buy water from Turn-back Pool
sources at a specified price.

Carryover Water is Table A water for a specific contractor that was available but not fully delivered
in the previous contract year and can be claimed during the first three months of a new contract
year if there is a demand for it or a place to store it.

The determining factors for exploiting these accounts are adequate capacity in the aqueduct
facilities that deliver the water, satisfaction of all demands by the SWP contractors for Table A
water, and water availability. The test of water availability is not necessarily constrained by Delta
health considerations. Availability can be met simply by certifying that there is fresh water in the
Delta as if it were a lake. This has not been healthy for the Delta.

Cachuma Project: The Cachuma Project consists of the Bradbury Dam and Lake Cachuma
reservoir. The project stores floodwater runoff from the Santa Ynez River in Santa Barbara County.
Completed in 1958, it is managed by the Bureau of Reclamation and provides water for South Coast
urban and agricultural use by a series of tunnels that traverse the Santa Ynez mountain range.

THE CALIFORNIA WATER IMPACT NETWORK 11



Central Coast Water Authority (CCWA): Is a Joint Powers Authority (JPA) that manages Santa
Barbara County’s water from the SWP. It was created in 1991 when the County Board of Supervisors
ceded management of the State Water Project. CCWA'’s voting membership is comprised of
representatives of the eight county water agencies that contract for state water: the City of Santa
Barbara, Montecito, Carpinteria, Goleta, Santa Ynez WCID #1, Santa Maria, Buellton, and
Guadalupe. However, the legal responsibility for state water obligation payments is with the County
of Santa Barbara Board of Supervisors, sitting as the Santa Barbara County Flood Control and
Water Conservation District (SBCFCWCD). Thus, Santa Barbara County taxpayers ultimately have
the fiscal responsibility for SWP payments. CCWA is acting as the agent for SBCFCWCD, which is
the technical entity that holds the contract with the SWP.

Hundred Cubic Feet (HCF): A common measure of water consumption used by retail water
agencies to describe how much water their local customers consume in a billing period. 1t HCF
equals 748 gallons; 1 acre-foot equals 435.6 HCF.

Safe Yield: The level of water a project can deliver every year, given some small probability of short
fall. "Safe Yield" is an operational concept whereby a reservoir is operated on the basis of a steady,
firm annual yield calculated at a high probability to extend through the worst drought of record; the
droughts extension is determined as the interval between spills or fills. ’

Twin Tunnels: The Twin Tunnels are a Gov. Brown administration plan to divert water from the
Sacramento River under the San Joaquin-Sacramento River Delta to the federal and state pumps in
the South Delta. The two proposed tunnels would each be 40 feet in diameter, buried more than 150
feet below the Delta and run for about 35 miles. The project would include three new intakes, each
with a flow capacity of 3,000 cubic feet per second. The “Bay-Delta Conservation Plan” (BDCP) is a
plan initiated by the State Dept. of Water Resources (DWR) to facilitate approval and construction
of the Twin Tunnels. The BDCP has since been subsumed by the CA WaterFix.

Unit Cost: The cost of a given measurement for water. For example, units of measuring water may
include cubic feet, gallons, or acre-feet. The unit cost of water is the cost per increment of each such
designation (i.e., the “cost per acre-foot” or “cost per hundred cubic feet”, etc.) consumed or
supplied.

Effective Unit Cost: This is the cost of supply divided by the actual water delivered over a given
time period, usually a year. It is a measure of the cost-effectiveness of a given source of supply.

Urban Preference: In state water law, urban preference means giving domestic and industrial
water rights holders priority in receiving water during droughts, prior to the claims of agricultural
water users. The theory in state law is that water for people is a higher social priority than water for
farming.

Water Supply Reliability is the likelihood that the requested demand for delivery in a given year by
a contractor can be met. It is usually stated as a probability. The prudent level of probability for each
contractor depends on the availability to that contractor of other sources of water. For example, a
contractor that is totally dependent on SWP water requires a very high level for SWP deliveries
because shortfalls for that contractor are not easily tolerated. On the other hand, a contractor that
has a year-to-year or longer term storage carryover capability can tolerate lower levels of probability
of delivery. The reliability of delivery is also limited by the availability of water to the project and
the ability of the project to carry over water year-to-year in storage reservoirs. The probability of

THE CALIFORNIA WATER IMPACT NETWORK 12



availability can be calculated by investigating the probability distributions of runoff from the
hydrologic record convolved with the prescribed operations. This differs from CALSIM II modeling
done by the State, which utilizes “frequency of return” calculated by CALSIM II as a measure of

reliability.

Water Year: October 1 - September 31 of a given year, as opposed to Calendar Year which runs from
January 1 - December 31 or fiscal year which typically runs from July 1- June 30.

Lake Cachuma during current drought
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3) GEOGRAPHIC AREA COVERED BY THE REPORT

This report clarifies the cost of State Water Project water to four urban and suburban water districts
and their customer service areas along the foothills and coastal plain of Santa Barbara County.
These water districts include:

e City of Santa Barbara

» Montecito Water District

o Carpinteria Valley Water District
s Goleta Water District

They are located on the littoral plain of the south coast of Santa Barbara County along Highway ror.
They are about 330 miles south of Tracy, where State Water Project water is pumped from the Bay-
Delta Estuary.

After studying the impacts to date of the SWP, C-WIN then analyzed the costs of the Twin Tunnels
project and its likely impacts.

The four water districts and cities are among the major customers in Santa Barbara County for
water delivered by the State Water Project’s California Aqueduct. SWP water originates at Lake
Oroville and travels down the Feather River to the Delta. When water is pumped from the Bay-
Delta estuary, it must travel 330 miles south through the California Aqueduct traversing the western
San Joaquin Valley to the state-owned Coastal Branch Aqueduct. The Coastal Branch aqueduct
terminates at the Santa Maria River. (See Map 2 on following page.)
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Map 2: Water Agencies of the Central Coast Water Authority; Coastal Branch Aqueduct, and the
Local Aqueduct in Santa Barbara County. Map courtesy of CCWA
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From the Santa Maria River, the water enters the Central Coast Water Authority’s local pipeline to

Lake Cachuma in Santa Barbara County. (Map 3 portrays the route of the local aqueduct, and the
location of the districts that receive SWP water.)
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Map 3 Central Coast Water Authority pipeline. Map courtesy of CCWA

The transport of state water in Santa Barbara County occurs under the jurisdiction of the Central
Coast Water Authority (CCWA).

This report excludes some Santa Barbara County contractors from detailed analysis for several
reasons:

The City of Santa Maria is located close to the terminus of the Coastal Branch Aqueduct and
faces none of the costs of financing, construction, operation, and maintenance for delivery of
water to Lake Cachuma. Consequently, Santa Maria's water importation burdens are not
equivalent to those borne by the South Coast districts. The difference is due to the significant
costs of the local aqueduct, which is intended to serve districts downstream from Santa
Maria. However, due to Santa Maria's large allocation of Table A water, it represents a special case

when it comes to the assessment of impacts due to the Twin Tunnels. These impacts will be addressed
later in this report.

Vandenberg Air Force Base is excluded from this analysis because it is a federal military
installation and is not a voting CCWA member. It will be able to pay the costs of any water
supply that is provided in Santa Barbara County.
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o Other voting members of the Central Coast Water Authority were excluded from the
analysis in this report because they had small Table A Allocations. C-WIN chose a threshold
of 1,000 acre-feet of Table A Allocation for determining a voting member exclusion from this
report. Voting members excluded under this criterion included the City of Buellton, the City
of Guadalupe, Solvang, and the Santa Ynez Water Conservation Improvement District #I.

¢ Because information from private corporations is not available under the Public Records Act,
non-voting members such as Raytheon, Morehart Land Company, Southern California
Water Company, and La Cumbre Mutual Water Company are not included here.

- The primary reason for focusing on the water agencies analyzed in this report is their location at the
terminus of the Coastal Aqueduct and the CCWA local pipeline. The cost burdens faced by the
South Coast water districts for their shares of the local aqueduct are nearly equal to the cost of their
shares in the SWP Coastal Aqueduct.

Table 1 presents a summary profile of the cities and water agencies that are included in the scope of
this report. Readers may wish to refer back to this table from time to time.

Table 1
Summary Profile of Four Santa Barbara County Water Districts

Goleta Water City of Santa | Montecito Water Carpinteria Valley Water

District Barbara District District
Population(zo10 census) 86,946 91,416 14,000 15,141
Single Family Accounts 13,342 16,920 4,204 3,078
MF Res Accounts 1,578 6,126 74 314
Total Water Budget Fiscal Year
2011 $24,646,996 $34,600,000 $13,545,136 $11,147,539
Residential Deliveries 2010 (AF) 6,115 8,755 3,794 1,354
Table A Allocations (AF) 4,500 3,000 3,000 2,000
2010 SWP Deliveries (AF) 813 541 541 363

As can be seen in Table 1, SWP deliveries are small fractions of Table A Allocations and small
fractions of deliveries.
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4) COSTS TO SANTA BARBARA COUNTY OF SWP WATER

In 1991, the voters of Santa Barbara County approved a ballot measure to construct 144 miles of the
Coastal Branch Aqueduct in order to connect Santa Barbara County water districts to the State
Water Project. The vote was 66% for and 34% against. Earlier, in 1979, when voters were told the
truth about high cost and low reliability in droughts, county voters defeated a similar measure by a
vote of 72% to 28%. Before the 1991 election, Santa Barbara County voters were told that the costs for
a Santa Barbara hook-up to the SWP would be $270 million; the construction costs alone for the
Coastal Branch Aqueduct were just under $500 million. The addition of the local aqueduct
construction costs brought the total to $670 million. The local aqueduct construction had to be
financed at a much higher interest rate than the Coastal Branch construction. Because the South
Coast Districts are at the end of the local pipeline they have much higher shares of the
proportionate costs. The consequences of this higher cost, together with the higher interest rate,
causes the South Coast water districts payments for the local aqueduct to be nearly equal to that of
their Coastal aqueduct costs.

Water agencies face two key challenges as they continue providing SWP water to the suburban and
urban communities along the Santa Barbara Coastal Plain: 1) rising State Water Project water costs,
and 2) poor reliability for what they pay.

Santa Barbara County water districts cumulatively paid more than $893 million for all project costs
(capital, financing, power, operations and maintenance) between July 1, 1997 and June 30, 2016;
further, costs continue to escalate annually. Figure 1 shows the trend of total annual costs to all the
CCWA water districts receiving state water, (including local aqueduct charges), from completion of
construction to the present. This figure shows increasing costs, even though Santa Barbara County
water districts have not added any new projects. These recent increases most likely reflect the
resources that DWR has dedicated to the ongoing planning for the BDCP/CA WaterFix and the
Twin Tunnels. These costs are buried in the invoices for the SWP that are sent to the SWP
contractors.

Figure 1
Annual SWP Payment by Santa Barbara County Water Agencies

Millions

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
Source: CCWA Budgets
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Based on district budgets and financial information supplied by CCWA, C-WIN has calculated the
proportion of CCWA’s annual budget for repayment of SWP capital and operating charges, as well
as operations and maintenance charges for delivery of SWP water. Figures 2 through 5 present these
costs in pie charts showing the percentage of SWP costs of water district budgets for each of the four
South Coast districts (City of Santa Barbara, Carpinteria Valley Water District, Montecito Water
District and Goleta Water District). These figures represent the averages from 2012 to 2015.

Figure 2
City of Santa Barbara Water
Budget

16%

78%

= SWP Costs
2 Costs of all other sources of water

# District Operations

Figure 3
Carpinteria Valley Water District
Budget

= SWP Costs
= Costs of all other sources of water

@ District Operations

Figure 4
Montecito Water District Water
Budget

2 SWP Costs
3 Costs of all other sources of water

@ District Operations

Figure 5
Goleta Water District Water
Budget

= SWP Costs
8 Costs of all other sources of water

a District Operations

Impact on Local Water Districts: The high costs imposed by the SWP on the South Coast districts
may also cause distortions in district priorities. For example, a report by the Santa Barbara County
2006-07 Grand Jury noted that the Carpinteria Valley Water District is paying half of its $10
million/year budget for non-operational expenses, i.e., those primarily related to purchase and
delivery of SWP water (this includes some other non-SWP costs as well).

The opening paragraph of this Grand Jury Report states as follows:

“The Carpinteria Valley Water District (CVWD) has delivered an essential product but
has experienced the need for an exceptional amount of facility maintenance and upgrades. This
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has resulted in outstanding loans of $33.8 million against a total operating budget of less than $5
million per year. Coupled with the expense of a State Water option, which it does not need and
uses little, the district is strapped with nonoperational yearly expenses, which exceed $5 million.
Total annual expenses therefore exceed $10 million, giving rise to high water rates.”

Montecito’s 2012-13 Adopted Budget states that 45% ($4,995,100) of its operating budget and 39% of
its total budget is required to pay for its SWP costs. In 2014 all SWP contractors received only 5% of
their Table A allocations of State Water, but had to pay the full costs of the construction debt.

Many other Santa Barbara County water districts are also suffering from the high cost of SWP water.
Repayment of SWP debt, along with SWP ongoing operation and maintenance costs, comprise the
dominant costs for each water agency. Yet the volume of water these districts draw from the SWP in
normal and wetter years is minimal compared to other available local sources such as the Cachuma
Project. The high cost for the SWP debt, combined with reduced water sales strains district budgets,
compromises district ability to maintain adequate reserves, perform system upgrades, and needed
repairs. As a result, maintenance and upgrades are backlogged or must be paid out of dwindling
reserve funds. C-WIN believes districts defaults on SWP payments are a real threat for many of these
districts.

Debt Requirements Looming: In some cases, water districts are struggling to maintain the lenders'
required bond coverage covenant of 125%. For instance, for fiscal year 2012-2013, Montecito hada
bond coverage ratio of only 115%. During fiscal year 2009-2010, Goleta had a bond coverage ratio of
only 120%.

Santa Barbara County during current drought

THE CALIFORNIA WATER IMPACT NETWORK 20



5) SWP RELIABILITY AND EFFECTIVE UNIT COSTS

Reliability

Before the 1991 election, voters were promised that the SWP contracts would be "97% reliable”,
meaning 97% of Table A water could be delivered. This promise has never been fulfilled.

However, it was made clear by all the supporting districts that SWP water was sought asa
supplemental source to existing local sources, a supply that would be utilized during extreme
droughts when local sources proved to be insufficient. This established a requirement for
reliability quite different than that characterized as average delivery capability over a long period of
time. The assurance of state water in time of need constitutes the best measure of reliability. This
assurance is probably best met by operating the SWP on the basis of safe yield, which is that level
the project can deliver every year given some small probability of shortfall. The SWP is not operated
on this basis, and can therefore never meet the requirements for a reliable supplemental water
source as intended by Santa Barbara County's water districts.

Figure 6 shows that over the past 18 years, the four South Coast districts received approximately 28%
of their Table A allocation. 2014 was a very dry year for the entire state. The official SWP
allocation of 5% is a clear demonstration the SWP coming up very short in the years it is needed
most.

_ Figure 6
Santa Barbara South Coast Districts Table A Deliveries
(Full Table A Deliveries are 12,500 AF)
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The availability of state water under present operational rules is limited year-to-year by the amount
of runoff experienced in each year. C-WIN has examined the 98-year hydrologic record of the
Sacramento River and found that it is very likely that present operations can only provide a small
fraction of Table A amounts during droughts. DWR has never performed a proper analysis to
determine a truly reliable level of delivery. Without such analysis, it is fruitless to propose structural
solutions to the Delta's problems, given that precipitation is the main limiting factor. (See Appendix B
for details on mischaracterizations of Sacramento River hydrology by DWR.)

The SWP's difficulties in delivering full Table A allocations can be traced to the origin of the project,
which dates to the late 1950's. The full statewide Table A amounts were developed in the 1950’s and
1960’s, and were based on potential new sources anticipated from further damming of California’s
North Coast rivers. Federal and State Wild and Scenic River designations for most North Coast
rivers closed the door on these projections. The State Water Project also planned to build a
Peripheral Canal to move water through the Delta. The bond measure to fund the Peripheral Canal
was voted down by California voters in 1982, in large part due to the potential environmental
devastation to the Bay/Delta. Without the availability of these sources, there is no likelihood of
meeting Table A amounts.

Effective Unit Costs

The effective unit (acre-foot) costs of SWP water are highly variable and have led to costs
considerably higher than those estimated for the 1991 ballot measure. This is because the water
agencies must pay the fixed costs for the amount of water contracted, regardless of the amount
delivered annually. Even if no SWP water is delivered these fixed costs must be paid.

C-WIN has determined that CCWA’s estimated unit costs for SWP water on a per acre-foot basis are
often greatly understated because CCWA bases cost estimates on full delivery of Table A Allocation
amounts what has been shown to be a fictitious delivery amount. As shown in Figure 6 on the
previous page, full Table A Allocations have never been delivered by the SWP and are unlikely to
ever be delivered because of limited availability in times of drought and lack of need during wet
years when the water is available.

Figure 7, on the following page, shows the effective unit water cost per acre foot for SWP water; the
cost of supply divided by the actual water delivered. This is based on information from the four water
agencies. Figure 7 compares the effective unit costs of state water against the effective unit cost of
local sources for each of the four South Coast districts. In this figure, average costs over the last 5
years for SWP and local sources are presented. This is another way of showing the impact of a costly
and unreliable project. Figure 7 shows that SWP costs significantly outweigh the costs of local water
sources.
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Figure 7
SB County Effective Unit Water Cost
per Acre-Foot
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Sources: CCWA, GWD, SB City, CWD, MWD
SWP Worst year, 2014 Avg. Avg. Avg.
Average SWP Drought Cachuma Groundwater Recycled
Goleta $8,150AF $21,500AF $240AF $376AF $707AF
City of Santa
Barbara $12,299AF $28,200AF $240AF $610AF $1,450AF
Carpinteria $8,800AF $19,800AF $240AF $144AF
Montecito $15,132AF $30,600AF $310AF $516AF

Table 2 demonstrates the singular effects of SWP costs and deliveries by calculating the effective unit
costs of SWP deliveries focusing only on those costs that are the fundamental allocations of Table A
made by DWR at the beginning of each new contract year. Accordingly, no deliveries associated
with the Article 21 surplus water, Turn-back Pool water, or Carryover water are included in
delivered Table A allocations. Similarly, all the costs that are included in the CCWA invoices for
such deliveries have been deducted from the invoiced costs. Also excluded are deliveries of and
costs for supplemental purchased water.

On this basis Table 2 confirms the very high effective unit costs and exposes the extraordinary high
costs during droughts when deliveries are curtailed. It is important to note that the costs and
deliveries shown in Table 2 are more representative of SWP contract scenarios as they stood in 1991,
when votes were taken. Since 1991, the SWP contract has been significantly amended to provide a far
more liberal interpretation of non-Table A types of water and the established requirements for
buying and selling water among SWP and non-SWP contractors. Further the amended SWP
contract eliminated the urban preference for Table A deliveries, a primary factor causing lower
deliveries during drought years and consequent high unit costs. The urban preference required
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water for people before agriculture in times of drought. This safe guard was eliminated by the
Monterey Amendments to the SWP contracts in 1995. C-WIN is currently contesting these
Amendments in court.

Table 2
SWP Effective Unit Cost
City of SB Montecito
Delivery Total Eff Unit Delivery Total Eff Unit
Cost Cost Cost Cost
(Acre-ft/yr) | $M $/AF (Acre-ft/yr) | $M $/AF
2010 541 4.31 $7,970 2010 | 500 4.91 $9,800
2011 773 4.71 $6,090 2011 218 4.86 $22,300
2012 703 4.77 $6,735 2012 | O 4.45 (NWD)
2013 339 4.24 $12,500 2013 | 155 5.27 $4,560
2014 165 4.81 $28,200 2014 | 165 5.06 $30,600
2015 o 4.66 (NWD) 2015 | 660 5.56 $8,400
Goleta Carpinteria
Delivery | Total Eff Unit Delivery Total Eff Unit
Cost Cost Cost Cost
(Acre-ft/yr) | $M $/AF (Acre-filyr) | $M $/AF
2010 1103 3.75 $3,400 2010 | 492 3.22 $6,500
2011 1126 6.63 $5,900 2011 501 3.23 $6,400
2012 972 7.24 $7,400 2012 | 433 3.03 $7,000
2013 1433 6.5 $4,500 2013 500 ' 3.66 $6,600
2014 373 8.03 $21,500 2014 110 3.08 $19,800
2015 1592 9.83 $6,200 2015 450 3.0L $6,500

In the years of no SWP water deliveries, each district is still required to pay millions of dollars
for their share of the revenue bonds.

Impact on Ratepayers

Retail water agencies are responsible for delivering water directly to homes and business customers.
As nonprofit governmental institutions, they must by law recover their costs through their revenue-
generating operations. They typically have two means of doing this: charging customers for the
water they directly consume (“water rates”) and charging customers for the meters that provide
access to water and measures their consumption at the street. The latter is commonly referred to as
the “fixed service charge.”

Montecito is an example of the severity of the budget shortfalls experienced when water sales
drastically decrease. Montecito has not been able to generate enough revenue from water sales or
fixed service charges, and in 2014 instituted rationing. Severe penalties were imposed for going over
allocation. When even this measure was not enough, Montecito levied an additional drought
surcharge. Montecito’s revenue from fines, levies and fixed charges is greater than revenue from
water sales. This is not a sustainable way to run a water district.
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Single Family Residential Rate Structures

C-WIN investigated retail water costs for an average single-family residential customer by obtaining
data from updated Urban Water Management Plans (UWMP) and current district fee schedules for
the four water agencies of the Santa Barbara coastal plain.

All four water districts have responded similarly in their efforts to increase revenues following high
SWP costs. Prior to the 1987-1992 drought, unit rates and service charges were substantially lower as
were the consequent water bills of the customers. These rates, however, are not as high as would be
indicated by the effective unit costs of SWP deliveries. That is due to the fact that the bulk of
delivered retail water is supplied by much lower- cost sources such as Lake Cachuma. Nonetheless,
customer bills are several times higher than before the drought. For example, in 1991 (before South
Coast districts incurred state water debt), Montecito’s Water District’s annual budget was $1 million.
Today, with SWP debt, it is $14 million. The current drought promises further rate increases due to
the need to procure supplemental purchased water because SWP water isn’t there. These
additional sources must be purchased on the spot market at prevailing prices, which are much
higher than the variable costs of SWP water.

Balancing of Water Rates for Large and Small Users

The Santa Barbara County Grand Jury Report on the Carpinteria Valley Water District noted “...a
serious imbalance in the monthly service charges between small and large meters ... resulting in
small water user costs that ... are 2 2 times the going rate in the general area.” The subtext here: it is
particularly difficult for Carpinteria to increase rates to provide sufficient revenues. Carpinteria has
a substantial agricultural sector that constitutes a significant fraction of its retail water deliveries. If
rates for agriculture are raised too high many of the farmers will activate private wells that can be
operated at lesser cost. This results in lost revenue to the district leaving the residential sector to
bear a disproportionately higher load.

In Montecito the district has instituted a parcel fee that is applied to developed and undeveloped
parcels alike. This has helped raise needed revenues. Santa Maria has folded its waste water
operation into the water department to constitute a single enterprise fund to help meet its
obligations. The need for increased revenues has brought about many creative cost management solutions to
balance revenues with obligations, of which the single most important factor is SWP charges.
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6) IMPACTS OF THE PROPOSED TWIN TUNNELS

e Construction of the Twin Tunnels will place a significant burden on ratepayers, especially
urban ratepayers, without delivery of any additional water when needed most in drought.

o Public water agencies may find it difficult to maintain fiscal solvency with this added burden.

¢ Planning costs of the Twin Tunnels already have increased the financial burden for
ratepayers. The State already has spent $250 million, and is moving forward in the
permitting process with only 10% of the proposed project engineered. The State has
announced its need for an additional $1.2 billion to finalize the plans and complete the
engineering for the Twin Tunnels.

Estimated Costs and Allocations to SB County Water Districts

In 2012, BDCP/CA WaterFix cost estimates for the Tunnels were $17.2 billion for construction. This
is a gross underestimate because cost estimates have not been updated to reflect the construction
timeline and do not include the potential for cost overruns. Such overruns are all too common for
large construction projects, and can occur for a variety of reasons. The Coastal Branch Phase II
Aqueduct, the most recent project built by DWR, which serves Santa Barbara and San Luis Obispo
counties, is a classic example of an engineering project with significant cost overruns.

The construction costs for the tunnels range from an estimate of $20.6 billion (DWR) to $38 billion
(ECONorthwest). The $20.6 billion number represents DWR’s $17.2 billion estimate escalated to the
expected period of construction, while the $38 billion is based on an independent analysis obtained
by the consulting firm ECONorthwest, also escalated to the expected period of construction. (See
Appendix A).

In order to calculate the annual costs that would accrue from selling bonds to finance these
construction costs, several assumptions have been made. First, an interest rate of 6.1% was used as
the bond financing rate. How the annual bond financing costs would be paid is still uncertain.

The proposed project would be built under the authority of the SWP contracts. Under those
contracts, the Twin Tunnels financing costs likely would be part of Delta water cost. On this basis,
each contractor's proportionate share would be equivalent to its proportionate share of Table A
allocations.

The tunnel project was conceived to provide for both CVP and SWP deliveries across the Delta, with
the CVP responsible for half the costs. Almost all CVP deliveries south of the Delta are for
agriculture and about one-fourth of SWP deliveries are for agriculture. Agribusiness contractors are
unsure they can sustain such a financial burden. They would prefer that the urban contractors
assume a larger share. There is no obvious objective basis within the SWP to make such a shift
between agriculture and urban beneficiaries but we have assumed an allocation based on each
contractor's proportionate share of SWP construction costs to date. Since urban SWP contractors
typically lie at the ends of the various branches of the SWP, they assume proportionately larger
shares of construction costs than proportions based on Table A allocations.

Santa Barbara County Water District contractual cost share of Table A Delta water is approximately
1.1 % of the financed total. If the allocation is based on proportionate shares of SWP construction
costs, the Santa Barbara County share of financing costs is approximately 3.4 %. These two values
were used in estimating the impacts on Santa Barbara County SWP contractors. The costs are
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further allocated within Santa Barbara to CCWA members (the water districts) on the basis of their
proportionate shares of Table A water.

The impact analysis also addresses the possibility that the CVP would decline to participate in the
tunnels project which provides a high value limit. In Tables 4 and 5, the designation "55/45"
represents shares of the total costs allocated to the SWP and CVP; "100/0" indicates the total burden
allocated to the SWP.

Table 4 shows the estimated share that would be allocated to the Santa Barbara County Flood
Control and Water Conservation District SBCFCWCD), the entity that holds Santa Barbara's SWP
contract. Table 5 shows the shares further allocated to CCWA participants. Invoices to the
SBCFCWCD show only a single additional charge for each share of the Twin Tunnels financing

- costs. These will be passed on to the CCWA participants based on proportionate shares of Table A

amounts.

Table 4
Annual Costs Allocated to SBCFCWCD (CCWA)
$Million/yr.
SB Co. % SWP/CVP Share
Allocation Low (55/45) Low (100/0) High (55/45) | High (100/0)
1.1% 7.7 14 15 27.3
3.4% 23.4 433 46.4 843

In Table 5, "no participation" by the CVP, (100/0), was excluded because the costs are untenable for
Santa Barbara County. (See Table 4).

Table
Annual Costs to CCWA Participantz (Participant Budget Impacts)
$Million/yr.
SWP/CVP Share
SB Co. % Allocation Low (55/45) High (55/45) Low (55/45) High (55/45)
at 3.4% at3.4% at 1.1% at 1.1%
Montecito 1.71 3.4 56 LI
SB City 1.71 3.4 56 I.I
Carpinteria 114 2.27 .38 74
Goleta 2.57 5.10 .84 1.65
Santa Maria 9.36 18.5 3.04 6.00

As a state water contractor, Santa Barbara County will be required to make all payments necessary -
to recover its portion of the state’s bond costs for constructing and operating the Twin Tunnels
project. Tables 4 and 5 demonstrate these impacts will significantly inpact Santa Barbara County
and CCWA participants. Participation will likely result in even greater water rate increases to cover
the costs of a project that will not provide additional water supplies.
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Steadily increasing water rates already have spurred fierce resistance from local ratepayers. The
additional financial burden of the Twin Tunnels may result in ratepayer revolts through local
elections or remedies provided by Proposition 218 to challenge fee increases. The statement
from the 2006-07 Santa Barbara County Grand Jury Report on the Carpinteria Valley Water
District is thus relevant to all County water agencies:

“Coupled with the expense of State Water option, which it does not need and uses little, the district is
strapped with non-operational yearly expenses which exceed $5 million... giving rise to high water rates.”

Budgetarv Impacts

The cost allocations presented in Table 5 are examined from the perspective of water district
budgets. This represents the impacts of the proposed Twin Tunnels. The following pie charts, one
set for each district plus a set for Santa Maria, show the proportions of budgets that would be
allocated to the SWP and the Twin Tunnels for each district under the assumptions of high and low
construction costs. The pie charts in figures 8A-12B use the year 2014 as a baseline for all the costs
not accounted by the SWP and the Twin Tunnels. These impacts reflect the degree of exposure for
each district based on SWP Table A allocation relative to non-SWP sources of supply.

Figure 8A
City of Santa Barbara Estimated Budget

Figure 8B
City of Santa Barbara Estimated Budget

Impacts of Proposed Twin Tunnels
{Assumes 2014 as baseline. Considering low costs
to build)

& Twin Tunnels 5 SWP

= District Operations = Local Water Sources

Impacts of Proposed Twin Tunnels

(Assumes 2014 as baseline. Considering high costs
to build)

6% 10%

14%

g Twin Tunnels 2 SWp

& District Operations & Local Water Sources
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Figure 9A
Carpinteria Estimated Budget Impacts of

Proposed Twin Tunnels
(Assumes 2014 as baseline. Considering low costs
to build)

-2 Twin Tunnels B SWP

= District Operations = Local Sources

Figure 10A
Montecito Estimated Budget Impacts of

Proposed Twin Tunnels
(Assumes 2014 as baseline. Considering low costs

to build)

5%
- 13%

2 Twin Tunnels 5 SWP

3 District Operations # Local Sources

Figure 11A
Goleta Estimated Budget Impacts of Proposed
Twin Tunnels
(Assumes 2014 as baseline. Considering low costs
to build)

6% 8%

2 Twin Tunnels & SWp

= District Operations = Local Sources

Figure 9B
Carpinteria Estimated Budget Impacts of
Proposed Twin Tunnels
( Assumes 2014 as baseline. Considering high costs

to build)

5%

7 B

16%

55%

2 Twin Tunnels 8 SWp

= District Operations = Local Sources

Figure 10B
Montecito Estimated Budget Impacts of

Proposed Twin Tunnels
(Assumes 2014 as baseline. Considering high costs
to build)

5%

# Twin Tunnels o SWp :

# District Operations # Local Sources

Figure118B
Goleta Estimated Budget Impacts of Proposed 5
Twin Tunnels
(Assumes 2014 as baseline. Considering high costs 5
to build)

3 Twin Tunnels B SWP
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Santa Maria has a large Table A allocation and is thus likely to have a very large allocation of and
more significant exposure to Twin Tunnels costs:

Figure 12A Figure 128

Santa Maria Estimated Budget Impacts of Santa Maria Estimated Budget Impacts of
Proposed Twin Tunnels Proposed Twin Tunnels
(Assumes 2014 as baseline. Considering low costs : (Assumes 2014 as baseline. Considering high costs
to build) to build)

4% 3%

2 Twin Tunnels a8 SWP # Twin Tunnels & SWp
® District Operations = Local Water Sources @ District Operations @ Local Water Sources
Cost Estimating Risk

The estimates provided above are based on the analyses of ECONorthwest as presented in
Appendix A. Those analyses in turn are based on the best available information from project
proponents: Bay Delta Conservation Plan (BDCP), DWR studies, and input from SWP contractors.
That information is meager at best. Detailed investigations of tunneling to support competent
engineering designs, which is a first order cost driver for the project, have not yet been completed.
Without such designs it in unlikely that initial cost estimates are very accurate. The financing plan
originally articulated in the March 12, 2012, BDCP, “Economic Benefits and Financing Strategies” has
been used by ECONorthwest to develop the cost impacts of the project (Appendix A).

The BDCP estimated a 10 to 12 year construction period; that means 10 to 12 years of construction
costs are accumulated before any tangible water delivery benefits are produced. The financing
strategy proposes to capitalize only two years of the bond interest accumulated over the
construction period; project participants are expected to cover the major fraction of the bond
financing during the construction period. These costs are considerable. According to the
spreadsheets prepared by ECONorthwest, these uncapitalized interest costs, when allocated to the
SBCFCWCD accumulate to $45 M and $135 M for the low case at 1.1% and 3.4% respectively.
Correspondingly, the amounts for the high case are $99 M and $308 M. These amounts equate to
20% to 24% of the estimated project costs without capitalized interest. Accordingly, all the values
presented in Tables 4 and 5 would be increased by these percentages if it is determined that
construction interest should be fully capitalized. This determination should be made by the project
participants, the SWP contractors. It should also be a concern for the bond issuers and the bond
buyers.
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Twin Tunnels Benefits

The benefits of the Twin Tunnels project must be measured by its likelihood of improving the
delivery of SWP and CVP water.

According to the analysis in Appendix B, at least half of the years in the 100-year record of the
Sacramento River watershed will be dry. Of those years, half are too dry to confidently allow much,
if any, export. In the other half of the dry years, if we account for senior water rights in the Delta and
Sacramento Valley and provide for sufficient outflow to maintain Delta health, it is very unlikely
that the dry group exports can exceed 2 million acre-feet. During droughts, 4-5 dry years can occur
in sequences; therefore the project must be operated to provide a reliable yield under these
circumstances; in effect a safe yield operation. Because the Twin Tunnels proposes only to
capture excess flows during wet years, it can make no claim to improve reliability.

Project proponents claim the Twin Tunnels will improve the State's ability to capture and store the
excess run-off that occurs in wet years. Wet years comprise 44% of the 100-year run-off record as
shown in Appendix B; however, the Twin Tunnels project involves no new storage. Project
supporters claim ground water basins in the San Joaquin Valley can be used to store significant
amounts of water. But these basins are neither SWP nor CVP facilities. Storing water there would
amount to a privatization of project waters. Santa Barbara water districts have just witnessed
the monopolistic windfall profits water privateers reap by selling to distressed water districts
during drought periods. These circumstances are at a complete variance with what voters were told
in 1991

- The SWP did acquire a large ground water basin in Kern County for the specific purpose of
improving SWP deliveries as part of their contractual obligations. But this basin ultimately was
transferred to the Kern Water Bank Authority, a quasi-public district controlled by a non-SWP
party. Water from this basin has been sold to water districts at monopoly prices though the current
drought. If the SWP had continued to own and operate the basin, the costs of the water through the
drought would be governed by SWP contractual pricing. It is this aspect of the Twin Tunnels project
that is most disquieting. It potentially allows the privatization of large amounts of project water
with no guarantee of price limitations of any sort. Without a complementary SWP storage
element south of the Delta, the Twin Tunnels provide no benefit to SWP contractors.

Potential Benefits

Since there is no public storage component south of the Delta as part of the project, it is
inconceivable that the Tunnels will deliver any new water. It could provide the capability to
continue deliveries of SWP and CVP water south in the event of possible levee failures due to
earthquakes, although the integrity of the delivery system itself may be jeopardized by such an
event. Its merits as a hedge against climate change and consequent sea level rise are even less
certain. C-WIN sees no benefits for Santa Barbara County water users from the Twin Tunnels.

7) CONCLUSIONS
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C-WIN has documented the fundamental problems associated with the importation and
distribution of SWP water. These findings have shown the ominous fiscal consequences for Santa
Barbara County generally and for the South Coast water districts specifically: The City of Santa
Barbara, Goleta, Carpinteria and Montecito. Costs estimated for construction of Governor Brown’s
Twin Tunnel/ CA WaterFix would add to the burden, forcing these agencies even closer to
insolvency. Meanwhile ratepayers are responding to the price elasticity of supply and demand by
using less water, resulting in declining district revenue.

Costs
For Water Districts:

o Presently, significant portions of water district budgets must be dedicated to the fixed
costs of State Water Project delivery infrastructure and expenses. ’

e The four South Coast water districts addressed in this report presently have great
difficulty with cost recovery, and the consequent drawdown of cash reserves signals
that they are operating at a continuing deficit.

e All the districts in this study experience high effective unit costs for SWP water; this
applies to normal years, but spikes during drought years when water supplies
decrease.

o The Twin Tunnels will add significantly to these present burdens with no prospect of
commensurate benefits.

For Both Ratepayers and Water Districts:

e Agencies have increased water rates substantially and local customers and ratepayers
will see continued appreciation in water rates to cover ongoing State Water Project
costs especially with Twin Tunnels’ burdens added in. To recover all costs and
rebuild reserves without going into additional debt, the water agencies would need to
continue increasing monthly water service (i.e., fixed access) charges.

e Increased water rates and drought awareness have increased water conservation; this
reduces revenue, incentivizing larger water users to turn to private sources, e.g. wells.

e Water districts are paying high fixed and operational costs for state water they either
don’t take, or take in small amounts. In times of need such as our current drought,
state water is either unavailable or available only in deeply reduced allocations. The
Twin Tunnels will only make this circumstance worse.

Approval and construction of the Twin Tunnels is not inevitable. This report finds that the extra
costs of the project will produce significant budgetary impacts and no benefit.

We fear that it is too late for Santa Barbara County and its water agencies to withdraw from the
burdensome financial obligations that they have incurred by connecting to the State Water
Project. However, it is not too late to withdraw from the Bay-Delta Conservation Plan/CA
WaterFix and any subsequent plan to construct tunnels under or around the Sacramento-San
Joaquin Bay Delta. Santa Barbara County needs its financial resources to explore and create
alternative water conservation projects and new local water resources such as desalination.

THE CALIFORNIA WATER IMPACT NETWORK 32



APPENDIX A

e & = € R g H 4 QA H

Potential Costs to Santa Barbara County

July 2016

Prepared for:

California Water Impact Network

FINAL REPORT

ECONorthwest

ECONOMICS - FINANCE < PLANNING

The Washburne Building
72 W Broadway

Suite 206

Eugene, OR 97401
541.687.0051

KOIN Center

222 SW Columbia Street
Suite 1600

Portland, OR 97201
503.222.6060



Acknowledgments

For over 40 years ECONorthwest has helped its clients make sound decisions
based on rigorous economic, planning, and financial analysis. For more
information about ECONorthwest: www.econw.com.

Kristin Lee and Ralph Mastromonaco prepared this report to California Water
Impact Network with additional assistance from ECONorthwest staff and others.
That assistance notwithstanding, ECONorthwest is responsible for the content of
this report.

The staff at ECONorthwest prepared this report based on their general
knowledge of water resource economics, and on information derived from
government agencies, private statistical services, the reports of others, interviews
of individuals, or other sources believed to be reliable. ECONorthwest has not
independently verified the accuracy of all such information, and makes no
representation regarding its accuracy or completeness. Any statements
nonfactual in nature constitute the authors’ current opinions, which may change
as more information becomes available.

For more information about this report:

Kristin Lee
lee@econw.com

The Washburne Building
72 W Broadway

Suite 206

Eugene, OR 97401
541.687.0051

Ralph Mastromonaco
mastromonaco@econw.com
KOIN Center

222 SW Columbia Street
Suite 1600

Portland, OR 97201
503.222.6060



Table of Contents

INTRODUCTION 1
1. COST OF CALIFORNIA WATERFIX PROJECT

A. Low-COST SCENARIO (EXCLUDING FINANCE CHARGES) 2
B. HIGH-COST SCENARIO (EXCLUDING FINANCE CHARGES) 2
Il. FINANCING CALIFORNIA WATERFIX 3
lll. ALLOCATION OF COSTS BETWEEN STATE AND FEDERAL WATER PROJECTS 4
IV. ALLOCATION OF COSTS TO STATE WATER CONTRACTORS 5
SUMMARY 6
APPENDIX: DETAILED TABLES 7

ECONorthwest

iii



Introduction

In this report we summarize our analysis of the potential costs of the California WaterFix
project to Santa Barbara County Flood Control and Water Conservation District
(SBCFC&WCD). Our study has two primary scenarios: a low-cost scenario and a high-cost
scenario. For each of these scenarios, we conduct several analyses using alternative assumptions
about (1) how the costs of the WaterFix project would be allocated between the State and
Federal Water Projects and (2) how the costs allocated to the State Water Project would be
distributed among the 29 contractors (including SBCFC&WCD) participating in the State Water
Project. (See Figure 1 below).

Figure 1. Flow of Costs of the Bay-Delta Conveyance Structure to Santa Barbara County Flood
Control and Water Conservation District

Contractors

State
—& | Water
Project | > | SBCFCEWCD
Delta £ e
Tunnel .
Cost

Source: ECONorthwest

I. Cost of California WaterFix Project

In this section we describe our calculations of the cost of building and operating the California
WaterFix project. We base our calculations on publicly available information about the project’s
costs.

The costs of the project would be paid, at least in part, by the State Water Project (SWP). The
SWP would, in turn, pass the costs along to the 29 contractors that participate in the SWP.
Ultimately, ratepayers, including those in Santa Barbara County, would bear the burden of
paying for the project.

Given the preliminary nature of the available cost information, we conducted our analysis using
two primary scenarios: a low-cost scenario and a high-cost scenario, as we describe below and
in Table 1.
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A. Low-Cost Scenario (Excluding Finance Charges)

Information from the California Natural Resources Agency (CNR) released in June 2016
identifies the estimated cost of the California WaterFix project. According to CNR, the project’s
design, construction, O&M, and related mitigation cost is an estimated $17.1 billion (in 2014
dollars).! We use this estimated cost in the low-cost scenario. Additional detail about the
construction and mitigation costs (but not the O&M costs) is included in a January 2016
agreement between the Department of Water Resources and the Conveyance Project
Coordination Agency.? We gleaned additional information about the costs by reviewing the cost
data, and underlying documentation, for the previous proposals.?

We adjusted the costs to account for likely inflation of costs between the time of the cost
estimate, 2014, and the estimated year construction would begin. For the design and
construction costs, we also account for inflation during the 10-year construction period. For
purposes of our analysis, we inflate the $17.1 billion in costs (in 2014 dollars) by applying an
annual inflation rate of 2 percent, which is the same inflation rate used in previous analyses of
the BDCP.* As Table 1 shows, the result is $20.3 billion (in 2017 dollars).

B. High-Cost Scenario (Excluding Finance Charges)

To address the uncertainty associated with the cost estimates, we use a high-cost estimate with
double the design and construction costs of the low-cost estimate. As Table 1 shows, we use the
same mitigation and O&M costs as in the low-cost estimate. Cost overruns on large construction
projects are not uncommon. In its analysis-of the costs of the WaterFix project, the San Diego
Water Authority also used a high-cost estimate that was twice the size of the low-cost estimate
to help capture the uncertainty associated with the cost estimates.5 For purposes of this analysis,
we use a high-cost estimate of $38.2 billion (in 2017 dollars).

! California Natural Resources Agency. 2016. “Fast Facts.” June. Accessed at http://www.californiawaterfix.com/.

2 State of California, Department of Water Resources and Conveyance Project Coordination Agency. 2016.
“Agreement Regarding Construction of Conveyance Project Between the Department of Water Resources and the
Conveyance Project Coordination Agency.” January. Accessed at
http://www.californiawaterfix.com/resources/design-and-cons truction-enterprise/.

3 See, for example, California Department of Water Resources. 2013. Bay Delta Conservation Plan. Public Draft.
Noverber. Sacramento, CA. Prepared by ICF International (ICF 00343.12). Sacramento, CA; and California
Department of Water Resources. 2012. Bay Delta Conservation Plan. Administrative Draft. November. Sacramento, CA.
Prepared by ICF International. Sacramento, CA.

4 Ibid.

® San Diego County Water Authority. 2015. “Bay Delta Conservation Plan/California WaterFix: Potential Cost Impact
to the Water Authority.” December.
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Table 1. California WaterFix: Low-Cost and High-Cost Scenarios without Financing Costs

. Design & . . Mitigation . 0&M * . Finance - ' Total :

Construction e ' Costs S

$14.9 $796 $1.4 Not $17.1

2014 $ - s - . -
Low- billion million  billion included billion
Cost

Scenario 2017 § $17.9 $845 $1.49 Not $20.3

billion million  billion included billion

'é'fsht so17g 5358 $845 $1.49  Not $38.2

. billion million  billion included billion
Scenario

Source: “Low Cost Scenario” data are from CNR “Fast Facts”
“High Cost Scenario” data are based on calculations by ECONorthwest.
Note: all dollar values are undiscounted.

Il. Financing California WaterFix

The most recent publicly available information about the WaterFix project does not include
details on how the project would be financed. For purposes of this analysis, we assume the
project would be financed similar to the financing plan outlined for the project in the Bay Delta
Conservation Plan (BDCP).6 According to this plan, four revenue bonds would be used to
finance the design and construction elements of the project.” Each bond would fund a portion of
these costs over time. All of the bonds would have a period of capitalized interest and a 40-year
pay-back period, with interest rates ranging from 6.132 to 6.135 percent.?

§ See, for example, California Department of Water Resources. 2013. Bay Delta Conservation Plan. Public Draft.
Noventber. Sacramento, CA. Prepared by ICF International (ICF 00343.12). Sacramento, CA; California Department of
Water Resources. 2012. Bay Delta Conservation Plan. Administrative Draft. November. Sacramento, CA. Prepared by ICF
International. Sacramento, CA; and Southern California Water Committee and The PEM Group. 2012. Bay Delta
Conservation Plan: Economic Benefits and Financing Strategies. March.

7 As we understand, these bonds would be issued by DWR. Financing costs would be different if the contractors had
to issue separate bonds for their shares.

8 These interest rates represent the “all in true interest cost.” See, for example, California Department of Water
Resources. 2013. Bay Delta Conservation Plan. Public Draft. November. Sacramento, CA. Prepared by ICF International
(ICF 00343.12). Sacramento, CA; and California Department of Water Resources. 2012. Bay Delta Conservation Plan.
Administrative Draft. November. Sacramento, CA. Prepared by ICF International. Sacramento, CA.
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Table 2. Overall Costs of California WaterFix, with Finance Costs Included

Design & = Mitigation =~ 0&M Finance Total ~ " = Annual
Construction - -~ Costs : Cost

Low- $17.9 $845 $1.49 $30.5 $50.8 $1.27
Cost billion million billion billion billion billion
Scenatrio
High- $35.8 $845 $1.49 $641.1 $99.2 $2.48
Cost billion million billion billion billion billion
Scenario

Source: ECONorthwest.

Table 2 shows the financing costs associated with the two cost scenarios. Adding the costs of
financing brings the overall cost of the low-cost scenario to $50.8 billion and the high-cost
scenario to $99.2 billion. It also shows, for budgeting purposes, the peak annual costs associated
with payments on the bonds and the mitigation and O&M costs. See the Appendix for more
detailed tables of results.

lil. Aliocation of Costs Between State and Federal Water
Projects

In this section we calculate the share of the overall WaterFix costs that would be allocated to the
State Water Project (SWP). This is the first step in identifying the potential costs that the
SBCFC&WCD would bear.

Based on the information we have reviewed, we assume that the State and Federal Water
Projects would share the costs of California WaterFix.? Although the split between the state and
federal projects has not been determined, there is precedent for a 55/45 cost share ratio (the SWP
would pay 55 percent of the cost, and the federal project would pay 45 percent of the cost).?
Therefore, for one set of calculations, we assume the SWP would be allocated 55 percent of the
overall cost. We also run a second set of calculations using an assumption that the SWP would
pay 100 percent of the cost.

* According to the California Natural Resources Agency, “state/federal funding” may also cover an unidentified
portion of the $1.4 billion O&M. See California Natural Resources Agency. 2016. “Fast Facts.” June. Accessed at
http://www californiawaterfix.com/.

1 California Department of Water Resources. 2013. Bay Delta Conservation Plan. Public Draft. November. Sacramento,
CA. Prepared by ICF International (ICF 00343.12). Sacramento, CA. See also, San Diego County Water Authority.
2015. “Bay Delta Conservation Plan/California WaterFix: Potential Cost Impact to the Water Authority.” December.
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Table 3. State Water Project Share of California WaterFix Costs

SWP Share | BE Total

Low-Cost Scenario 55 $27.9 hillion
100 $50.8 billion

High-Cost Scenario 55 $54.6 billion
100 $99.2 billion

Source: ECONorthwest.

Table 3 shows that the SWP would bear $27.9 billion to $99.2 billion of costs for the project,

depending on how the cost estimates would be allocated between the State and Federal Water
Projects.

IV. Allocation of Costs to State Water Contractors

In this section we calculate the potential costs that the Santa Barbara County Flood Control and
Water Conservation District (SBCFC&WCD) would bear. We assume that the State Water
Project would pass the WaterFix costs onto its 29 contractors, including SBCFC&WCD.

For this part of the analysis, we allocated the costs in two different ways. First, we allocated the
costs based on SBCFC&WCD's share of the water allotment from the State Water Project. We
used the “Table A” maximum amount. SBCFC&WCD has a maximum volume of 45,486 acre-
feet, which is 1.1 percent of the total maximum volume of the State Water Project." Therefore,
one set of our calculations is based on allocating 1.1 percent of the SWP’'s WaterFix costs to
SBCFC&WCD.

Second, we used a different allocation of costs, based on SBCFC&WCD's share of total
payments to the SWP. According to the latest data available, SBCFC&WCD payments account
for 3.4 percent of the total payments to the SWP through 2013.12 Therefore, a second set of our
calculations is based on allocating 3.4 percent of the SWP’s WaterFix costs to SBCFC&WCD.

11 California Department of Water Resources. 2016. “California State Water Project Contractors: Maximum Table A
Amounts.” January. Accessed at www.water.ca.gov/swpao.

12 California Department of Water Resources. 2015. Management of the California State Water Project. Bulletin 132-14.
November.
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Table 4. Allocation of Costs to SBCFC&WCD

, "SWP 55/45 - ‘SWP 100
SBCFCEWCD 1.1% 3.4% 1.1% 3.4%
Share:
Low-Cost $304 $554 $944 $1.7
Scenario million million million billion
High-Cost $595 $1.08 $1.84 $3.35
Scenario million billion billion billion

Source: ECONorthwest.

Table 4 shows SBCFC&WCD's shares of the California WaterFix costs. The results range from
$304 million to $3.35 billion using the different allocation assumptions for the SWP allocations
and, in turn, for the SBCFC&WCD allocations.

Summary

This analysis provides a rahge of results identifying SBCFC&WCD's potential share of the costs
of the California WaterFix project over a 10-year construction period and 40 years of operations.

Based on the low-cost scenario of $50.8 billion in overall costs, SBCFC&WCD would bear costs
ranging from $304 million to $1.7 billion depending on how the costs are allocated to the SWP

and to SBCFC&WCD.

Based on the high-cost scenario of $99.2 billion in overall costs, SBCFC&WCD would bear costs
ranging from $595 million to $3.35 billion depending on how the costs are allocated to the SWP
and to SBCFC&WCD.13

13 See the Appendix for more detailed tables of results.
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Appendix: Detailed Tables

ECONorthwest



Total Payments, Low-Cost Scenarlo SWP Pays SWP Pays SB % of SwP (vol)| SB % of SWP (vol)| 5B % of SWP «& S8 % of SWP (5)
S CE100% 34% '3.4%"
1st Series 2nd Serles 3rd Serles 4th Serles Cost Pald by SWP| Cost Pald by SWP|: } nomn Pald by 5B
Date Payment Payment Payment Payment osM Mitigation Total ( mmnamvw {swe MNB : o

6/1/17|- - - - $68,128,450 468,128,450 $37,470,648 $68,128,450 : -$2,302,284
6/1/18 $295,065,303|- - - $70,839,023 $365,904,326 $201,247,379 $365,904,326}: ¥ Mu i »m 800, mﬁ 7$12,365,111]
6/1/19 $295,065,303- - - $70,839,023 $365,904,326 $201,247,379 $365,904,326 mm aww.ﬂuu $6,800, m:. - m.nu.mmm,h:
6/1/20 $295,065,303 $285,192,400(- - $40,621,645 $620,879,348 $341,483,641 $620,879,348| MH» muw mmm . $20,981,556
6/1/21 $295,065,303 $285,192,400 $436,328,085{- $40,621,645| $1,057,207,433 $581,464,088| $1,057,207,433 M.__.Pm.«w 585" $35,726,518
6/1/22 $295,065,303 $285,192,400 $436,328,085(- $40,621,645| $1,057,207,433 $581,464,088| $1,057,207,433 : ,,.wumﬁuwm-m.um
6/1/23 $295,065,303 $285,192,400 $436,328,085| $194,767,054 $40,603,737| $1,251,956,580 $688,576,119( $1,251,956,580 «,AN,.wov.NwN
6/1/24 $295,065,303 $285,192,400 $436,328,085| $194,767,054 $39,962,417| $1,251,315,260 $688,223,393| $1,251,315,260 $42,286,060
6/1/25 $295,065,303 $285,192,400 $436,328,085| $194,767,054 $39,962,417| $1,251,315,260 $688,223,393] $1,251,315,260 -$42,286,060

6/1/26 $295,065,303 $285,192,400 $436,328,085 $194,767,054 $34,798,759| $1,246,151,602 $685,383,381{ $1,246,151,602|'
6/1/27 $295,065,303 $285,192,400 $436,328,085| $194,767,054 $25,620,645| $32,088,186( $1,269,061,674 $697,983,921| $1,269,061,674

1$42,111,563|
$42,865,769

6/1/28 $295,065,303 $285,192,400 $436,328,085) $194,767,054 $25,620,645| $32,088,186{ $1,269,061,674 $697,983,921| $1,269,061,674) $42,885,769
6/1/29 $295,065,303| - $285,192,400 $436,328,085| $194,767,054 $25,620,645| $20,964,010| $1,257,937,498) $691,865,624| $1,257,937,498| 1$42,509, 847
6/1/30 $295,065,303, $285,192,400 $436,328,085| $194,767,054 $25,620,645 $20,964,010( $1,257,937,498| $691,865,624( $1,257,937,498 $42, 509,847
6/1/31 $295,065,303 $285,192,400 $436,328,085| $194,767,054 $25,620,645| $20,964,010( $1,257,937,498 $691,865,624| $1,257,937,498 2 w»m mom 847
6/1/32 $295,065,303 $285,192,400 $436,328,085| $194,767,054 $38,788,228| $20,964,010( $1,271,105,080 $699,107,794| $1,271,105,080 : m.&ywm,?@mw

6/1/33)  $295,065,303)  $285,192,400|  $436,328,085 $194,767,054|  $38,788,228| $20,964,010| $1,271,105,080| $699.107 794 $1,271,105,080
6/1/34|  $295,065303|  $285,192,400|  $436,328,085| $194,767,054|  $38,788,228| $20,964,010| $1,271,105,080] $699,107.704 $1,271,105,080
6/1/35|  $295065303|  $285192,400|  $436,328,085| $194,767,054|  $38,768,228| $20,964,010| $1,271,105,080]  $699,107.794 $1,271,105,080
6/1/36|  $295065303|  $285,192,400)  $436,328,085 $194,767,054|  $38,788,228| $20,964,010| $1,271,105,080| $699,107.794 $1,271,105,080
6/1/37)  $295,065,303)  $285,192,400|  $436,328,085 $194,767,054|  $38,788,228| $20,964,010| $1,271,105,080] $699,107.794 $1,271,105,080

$42,954,823

6/1/38|  $205,065303|  $2685,192,400|  $436,328,085| $194,767,054|  $38,788,228| $20,964,010 $1,271,105,080 $699,107,794| $1,271,105,080| $42,954,823
6/1/39]  §205065,303|  $285,192,400|  $436,328,085| $194,767,054|  $38,788,228| $20,964,010| $1,271,105,080 $699,107,794|  $1,271,105,080 $42,954,823
6/1/40  $295,065,303|  $285,192,400  $436,328,085| $194,767,054]  $38,788,228| $20,964,010 $1,271,105,080  $699,107,794| $1,271,105,080] $23,625,153) . $42,954,823
6/1/41)  $205,065303|  $285192,400|  $436,328,085| $194,767,054|  $38,788,228| $20,964,010| $1,271,105,080 $699,107,794| $1,271,105,080 ©.$23,625,153 .mﬁ.m.ﬂ.mmm
6/1/42) - $295,065,303|  $285,192,400|  $436,328,085| $194,767,054|  $38,788,228| $20,964,010| $1,271,105,080] $699,107.794 $1,271,105,080 423,625,153 42,954,823
6/1/43|  $295,065,303|  $285,192,400|  $436,328,085| $194,767,054|  $38,788,228 $1,250,141,070|  $687,577,589| $1,250,141,070 amm 235;509| " < $42,246,380
6/1/44)  $295,065303|  $285,192,400|  $436,328,085| $194,767,054|  $38,788,228 $1,250,141,070)  $687,577,589| $1,250,141,070 $23,235,509| - $42,246,380
6/1/45|  $295,065303|  $285,192,400|  $436,328,085| $194,767,054| 438,788,228 $1,250,141,070|  $687,577,589| $1,250,141,070 $23,235,509| '+ $42,246,380
6/1/46|  $295,065,303|  $285,192,400|  $436,325,085| $194,767,054| $38.788.228 $1,250,141,070]  $687,577,589| $1,250,141,070 $23,235,509| " $42,246,380
6/1/47|  $295,065303|  $285,192,400  $436,328,085| $194,767,054| $38,788,228 $1,250,141,070|  $687,577,589| $1,250,141,070 -$42,246,380
6/1/48|  $295,065,303|  $285,192,400  $436,328,085 $194,767,054]  $38,788,228 $1,250,141,070]  $687,577,589| $1,250,141,070 $23,235,509| | '$42,246,380

6/1/49 $295,065,303 $285,192,400 $436,328,085| $194,767,054 $38,788,228 %1,250,141,070 $687,577,589| $1,250,141,070
6/1/50 $295,065,303 $285,192,400 $436,328,085| $194,767,054 $38,788,228 $1,250,141,070 $687,577,589| $1,250,141,070

muw 235,509| . " $42,246,380
Mwu Num 509 $42,246,380

6/1/S1|  $295,065,303|  $285,192,400  $436,328,085| $194,767,054| $38,788,228 $1,250,141,070]  $687,577,589| $1,250,141,070 :$42,246,380
6/1/52|  $295,065,303|  $285,192,400  $436,328,085| $194,767,054| $38,788,228 $1,250,141,070]  $687,577,589| $1,250,141,070 £ $42,246,380
6/1/53|  $295,065,303|  $285,192,400|  $436,328,085| $194,767,054| $38,788,228 $1,250,141,070]  $687,577,589| $1,250,141,070 642,246,380
6/1/54|  $295,065,303|  $285,192,400|  $436,328,085| $194,767,054|  $38,788,228 $1,250,141,070]  $687,577,589| $1,250,141,070 842,246,380
6/1/55|  $295,065,303|  $285,192,400|  $436,328,085| $194,767,054| $38,788,228 $1,250,141,070|  $687,577,589| $1,250,141,070 $42,246,380
6/1/56(  $295,065,303|  $285,192,400  $436,328,085| $194,767,054|  $38,788,228 $1,250,141,070]  $687,577,589| $1,250,141,070

6/1/57|  $295,065,303|  $285,192,400|  $436,328,085| $194,767,054|  $38,788,228 $1,250,141,070]  $687,577,589| $1,250,141,070

6/1/58|- $285,192,400]  $436,328,085| $194,767,054|  $38,788,228 $955,075,767]  $525,291,672|  $955,075,767

6/1/59|- $285,192,400|  $436,328,085| $194,767,054|  $38,788,228 $955,075,767]  $525,291,672|  $955,075,767

6/1/60]- - $436,328,085| $194,767,054|  $38,788,228 $669,883,367)  $368,435,852| . $669,883,367

6/1/61|- - - $194,767,054|  $38,788,228 $233,555,282]  $128,455,405|  $233,555,282

6/1/62|- - - $194,767,054|  $38,788,228 $233,555,282|  $128,455,405|  $233,555,282|'

6/1/63]- - - - 438,788,228 $38,788,228 $21,333,525 $38,788,228

6/1/64|- - - - 438,788,228 $38,788,228 $21,333,525 438,788,228

6/1/65(- - - - 38,786,228 $38,788,228 $21,333,525 $38,788,228

6/1/66|- - - - 438,788,228 $38,788,228 $21,333,525 $38,788,228 $1,310,782

TOTAL $50,784,476,175| $27,931,461,896| $50,784,476,175|" muc»&uo 557 &wau 895,995/ m_. 716,174,537,




= Sce SWP Pays SWP Pays 5B % D\.ws\v «—SC SB % QamS\h «—St 5B % of SWP ($)| SB % of SWP ($)
L :100% Loi3.4% L 3.4%
Date 1st Serles 2nd Serles 3rd Serles 4th Serles 0BM Mitigation Total Cost Pald by SWP nomn Pald by SWP|: nomn Pald by SB- nomn Pald by mw Cost Pald by SB
Payment Payment Payment Payment (55/45) (SWP 100) : (SWP 100)
6/1/17}- - - - $68,128,450 $68,128,450 $37,470,648 $68,128,450]" mv»w m&w i $1,266,256 '$2,302,284
6/1/18} $590,130,606|- - - $70,839,023 $660,969,629 $363,533,296 $660,969,629 ’ ,Mu.mmm.ubu ; mu 204, mmm ﬁ.m NmA 986|: $22,336,338
6/1/19| $590,130,606|- - - $70,839,023 $660,969,629 $363,533,296 $660,969,629|: &uhmu.ﬂﬁ : «NN.o?mmm i ﬁu Nma 986 $22,336,338
6/1/20] $590,130,606| $570,384,800]- - $40,621,645 $1,201,137,051 $660,625,378| $1,201,137,051 $7,201, 233 : wuu\”owu\.__.mm. $22, ww# 705 mao 590,373
6/1/21| $590,130,606| $570,384,800| $872,656,171|- $40,621,645 $2,073,793,221} $1,140,586,272| $2,073,793,221 i «»N\Gw HHQ E mum,,m,om, 654/ .mum\m,&,bn_.mu ks muo omo 296
6/1/22| $590,130,606| $570,384,800{ $872,656,171|- $40,621,645 $2,073,793,221] %1,140,586,272| $2,073,793,221 5 ﬁ.N\aww E.c i «NN 605,654 $38, mf« Apmu o $70,080,296
6/1/23| $590,130,606| $570,384,800 $872,656,171| $389,534,109 $40,603,737 $2,463,309,422) $1,354,820,182] $2,463,309,422 : Mwmbmu 627 L $45, umm 831): mmub&w.wwo
6/1/24| $590,130,606| $570,384,800| $872,656,171| $389,534,109 $39,962,417 $2,462,668,102) $1,354,467,456| $2,462,668,102 ‘ %Am uﬂ. mHN. : :mm,uhu,_..mmm
6/1/25| $590,130,606| $570,384,800{ $872,656,171| $389,534,109 $39,962,417 $2,462,668,102] $1,354,467,456| $2,462,668,102 : ;mmm.uuu. 658
6/1/26| $590,130,606| $570,384,800| $872,656,171| $389,534,109 $34,798,759 $2,457,504,444) $1,351,627,444| $2,457,504,444|" . mmu caw 161
6/1/27| $590,130,606| $570,384,800| $872,656,171| $389,534,109 $25,620,645| $32,088,186 $2,480,414,516] $1,364,227,984| $2,480,414,516 Ra «ww mNH 367
6/1/28] $590,130,606| $570,384,800{ $872,656,171{ $389,534,109 $25,620,645] $32,088,186 $2,480,414,516] $1,364,227,984| %2,480,414,516 : _«mu.mnu:mmq
6/1/29| $590,130,606| $570,384,800| $872,656,171| $389,534,109 $25,620,645| $20,964,010 $2,469,290,340} $1,358,109,687| %$2,469,290,340 ,uAm mw» wmm «m..w;ﬁmwaﬁw
6/1/30] $590,130,606( $570,384,800| $872,656,171| $389,534,109 $25,620,645| $20,964,010 $2,469,290,340} $1,358,109,687| %$2,469,290,340 : ﬂhm mm& 995 E .w,m.mw‘kAmiam
6/1/31| $590,130,606| $570,384,800| $872,656,171| $389,534,109 $25,620,645| $20,964,010 $2,469,290,340| $1,358,109,687| $2,469,290,340 .wAm 894, mmm : $83,445,445
6/1/32| $590,130,606| $570,384,800| $872,656,171| $389,534,109 $38,788,228] $20,964,010 $2,482,457,923} $1,365,351,858| $2,482,457,923} ﬂwubmo mmm m&m wa uwu : +$83; mmc.&u»
6/1/33| $590,130,606| $570,384,800| $872,656,171| $389,534,109 $38,788,228| 420,964,010 $2,482,457,923| $1,365,351,858| $2,482,457,923 «Nﬂ omc umm »mL.ww 731| «mu mmo 421
6/1/34| $590,130,606| $570,384,800] $872,656,171| $389,534,109 $38,788,228| $20,964,010 $2,482,457,923] $1,365,351,858| $2,482,457,923 46, wa vup 3 ,«mm mmo 421
6/1/35| $590,130,606| $570,384,800| $872,656,171| $389,534,109 $38,788,228| $20,964,010 $2,482,457,923| $1,365,351,858] $2,482,457,923 6,1 3. ,,_wmmrm.uoxﬁu
6/1/36| $590,130,606| $570,384,800| $872,656,171| $389,534,109 $38,788,228| $20,964,010 $2,482,457,923| $1,365,351,858| $2,482,457,923(: Am\uww,\.\.wu,.. 2 wm.w‘.wm.o.bmp
6/1/37] $590,130,606| $570,384,800| $872,656,171| $389,534,109 $38,788,228| $20,964,010 $2,482,457,923] $1,365,351,858| $2,482,457,923 e ;13 . ;hmw..mmok..ﬁ
6/1/38| $590,130,606| $570,384,800| $872,656,171| $389,534,109 $38,788,228| $20,964,010 $2,482,457,923] $1,365,351,858] $2,482,457,923 iR uhm 139, uw» 2 m.mw‘mmo 421
6/1/39 $590,130,606| $570,384,800] $872,656,171| $389,534,109 $38,788,228| $20,964,010 $2,482,457,923] $1,365,351,858| $2,482,457,923 .m&m wa uuw : ,wmw 890, pNH
6/1/40| $590,130,606| $570,384,800( $872,656,171| $389,534,109 $38,788,228| $20,964,010 $2,482,457,923] $1,365,351,858| $2,482,457,923 xmmw mwo 421
6/1/41] $590,130,606| $570,384,800| $872,656,171| $389,534,109 $38,788,228| $20,964,010 $2,482,457,923| $1,365,351,858| $2,482,457,923 ,,wAm www .\uu. vmmw mmo 421
6/1/42] $590,130,606| $570,384,800| $872,656,171| $389,534,109 $38,788,228| $20,964,010 $2,482,457,923| $1,365,351,858| $2,482,457,923 : ..u&m Hum.qwu .'$83, mmo 421
6/1/43| $590,130,606 | $570,384,800| $872,656,171| $389,534,109 $38,788,228 $2,461,493,913] $1,353,821,652| $2,461,493,913 1$45,750, omm 3 ﬂwu 181, wﬂm
6/1/44| $590,130,606 | $570,384,800| $872,656,171| $389,534,109 $38,788,228 $2,461,493,913| 41,353,821,652| $2,461,493,913 hmbm wmo owm ©83; Hmu ,978
6/1/45| $590,130,606| $570,384,800| $872,656,171 | $389,534,109 $38,788,228 $2,461,493,913} $1,353,821,652| $2,461,493,913 ,.,.«mw,,.pm.u:wum
6/1/46| $590,130,606 | $570,384,800| $872,656,171| $389,534,109 $38,788,228 $2,461,493,913) $1,353,821,652] $2,461,493,913|: 83,181,978
6/1/47| $590,130,606| $570,384,800| $872,656,171 $389,534,109 $38,788,228 $2,461,493,913] $1,353,821,652| $2,461,493,913 o «mu.wmp.wwm
6/1/48| $590,130,606{ $570,384,800| $872,656,171 $389,534,109 438,788,228 $2,461,493,913| $1,353,821,652| $2,461,493,913| LA ;.,wmw\mmﬁwum
6/1/49| $590,130,606| $570,384,800| $872,656,171 $389,534,109 $38,788,228 $2,461,493,913] $1,353,821,652| $2,461,493,913|; : M&m ume omm
6/1/50| $590,130,606| $570,384,800| $872,656,171| $389,534,109 $38,788,228 $2,461,493,913] $1,353,821,652| $2,461,493,913| 1/$45, qmo Qmm
6/1/51| $590,130,606| $570,384,800| $872,656,171| $389,534,109 $38,788,228 $2,461,493,913] $1,353,821,652| $2,461,493,913 :
6/1/52| $590,130,606| $570,384,800( $872,656,171| $389,534,109 $38,788,228 $2,461,493,913] $1,353,821,652| $2,461,493,913 :
6/1/53| $590,130,606] $570,384,800{ $872,656,171| $389,534,109 $38,788,228 $2,461,493,913} $1,353,821,652| $2,461,493,913|
6/1/54| $590,130,606| $570,384,800| $872,656,171| $389,534,109 $38,788,228 $2,461,493,913} $1,353,821,652| $2,461,493,913|.
6/1/55| $590,130,606| $570,384,800| $872,656,171| $389,534,109 $38,788,228 $2,461,493,913} $1,353,821,652| $2,461,493,913
6/1/56| $590,130,606| $570,384,800| $872,656,171| $389,534,109 $38,788,228 $2,461,493,913} $1,353,821,652 mmlmw.awwbwu,
6/1/57| $590,130,606| $570,384,800| $872,656,171| $389,534,109 $38,788,228 $2,461,493,913] $1,353,821,652| $2,461,493,913 :
6/1/58|- $570,384,800{ $872,656,171| $389,534,109 $38,788,228 $1,871,363,307| $1,029,249,819| $1,871,363,307: ,mmw‘mwm 523
6/1/59|- $570,384,800( $872,656,171 $389,534,109 $38,788,228 $1,871,363,307| $1,029,249,819| $1,871,363,307|: .mmw 239,523
6/1/60|- - $872,656,171| $389,534,109 438,788,228 $1,300,978,507 $715,538,179| $1,300,978,507| B Aw wma 344
6/1/61}|- - - $389,534,109|  $38,788,228 $428,322,336 $235,577,285 $428,322,336 $14:474,421
6/1/62|- - - $389,534,109 $38,788,228 $428,322,336 $235,577,285 $428,322,336 uu.a 474,421
6/1/63 $38,788,228 $38,788,228 $21,333,525 $38,788,228|: %1, wpo ﬂmm
6/1/64 $38,788,228 $38,788,228 $21,333,525 $38,788,228(: $1, muo 782
6/1/65 $38,788,228 $38,788,228 $21,333,525 $38,788,228 mu uuo 782
6/1/66 $38,788,228 $38,788,228 $21,333,525 $38,788,2281: B z '$1, wuc 782
TOTAL $99,238,589,870| $54,581,224,429| $99,238,589,870 &mw?wmohwu. ﬂ. 081,763,239} MH @a&lﬂwhmu /«mhmw 598,459




Appendix B

SWP AND CVP OPERATIONS, THE INDICES THAT GOVERN THEM
AND THEIR VALIDITY

By: Arve R. Sjovold
February 29, 2016

INTRODUCTION

In State Water Resources Control Board Decision 1485, an index was promulgated for the
classifying of water year types. This index provides varied tables, and sets of values for a variety of Delta
protection standards. No supporting analysis was cited to show how and why this index, and its, water year
type derivative were established. The Water Year Index is specified by the following formula:

INDEX =0.4*X + 0.3*Y + 0.3*Z

Where: X = Current calendar year's April-July
Sacramento Valley unimpaired run-off

Y = Current calendar year's October-March
Sacramento Valley unimpaired run-off

Z = Previous calendar year's index

Once an index has been calculated, its value is used to determine one of five water year types:
Wet, Above Normal, Below Normal, Dry, and Critical. This water year type designation is then used to set a
multitude of water quality and flow standards throughout the Delta. Variations on this type of designation
(e.g. the Shasta Index, American River Index, and the Trinity River Index) are also used in a multitude of
operational and flow release standards for reservoirs throughout the Sacramento Basin. All of these indexes
are used as well in the CALSIM II model.

D-1485 also specifies that when it is too early in the water year to have observations in hand for
April-July and October-March, run-off forecast values should be based on “normal” precipitation for the
unknown parts of the water year. “Normal” precipitation is not precisely defined, nor is it specified how it is
to be used to calculate a value for run-off.

Itis clear from a careful examination of the requirements of D-1485 that water year type is a very
important parameter in managing the water resources of the Delta. Because of that high level of importance,
it is fair to question both the reliability of this index and the wisdom of using it to manage the operation of the
SWP and CVP.

SACRAMENTO BASIN HYDROLOGY

Itis clear that the Water Year Index is profoundly dependent on the characteristics of the
Sacramento Basin Hydrology. The three most important derivatives of that hydrology - particularly in regard
to forecast reliability - are run-off flows for April-July and October-March, the reliance of the previous year's
Water Year Index, and the notion of “normal” precipitation. If we take the statement “normal” precipitation
to mean “normal” run-off, then we may perform some analyses to address these important characteristics.

A careful, quantitative examination of Sacramento Basin Hydrology was performed using the 4-
river index as a surrogate for total Sacramento Basin run-off. Figure B-1is a graph of the run-off history
based on the 4-river index. A rudimentary look at the distribution of annual run-off from the 98-year record
shows that the data divides into distinct groups; a drier year group comprising 56% of the years and a wet year
group comprising 44% of the years as shown in figure B-2. Very few years are found near the average or
“normal” value, in fact, the average value is at the relative minimum between the drier group and the wet
group. Each of these groups does exhibit characteristics of a more normal distribution when taken separately.

B1



Accordingly, each group was analyzed as a separate distribution and a statistical test was performed to
determine the likelihood that they might actually be drawn from a single population. Table B-3 presents the
characteristics of each of these groups.

Figure B-1
Sacramento 4 River Index
% of Historical Average
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FIGURE B-2
ANNUAL SACRAMENTO 4-RIVER RUN-OFF,
98 YEARS
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TableB3 -
Statistical Characteristics of Wet and Dry Groups
4-River Index (MAF)

Dry Wet



Mean 12.18 25.55
Standard Deviation 3.27 4.65
Std. Error of Mean 441 ;709

The standard t-test between means showed less than a 1% chance that the means of these two distributions
came from a single population.

VALIDITY OF INDEXES

The water year index formula comprises three terms, two dealing with the current water year
run-off and the third being a weighted run-off of the previous year's water year index. We investigated the
validity and reliability of the three terms as predictors of the current water characteristics.

Influence of Previous Water Year

To test the validity of using the previous year's water year index, we determined if there was any
significant serial correlation between successive years within the 98-year record of annual run-off. The serial
correlation co-efficient [R] was found to be 0.084, which indicates no significant serial correlation, even
though drought sequences of up to 5 years and wet sequences of several years were noted. (The probability
that there was a real correlation was much less than 1%). The persistence of wet and dry sequences probably
reflects shifts in the jet stream that may be stable for several years before shifting. This, in turn reflects typical
Pacific, synoptic weather patterns. With such an insignificant correlation co-efficient we must conclude there
is very little chance that a previous year's run-off has any effect on predicting the run-off of a successive year.
This conclusion requires that the last term in the formula for water year index must be eliminated from the equation. If
we eliminate the last term in the equation there is little need to use any weighting coefficients because the
remaining two terms comprise all but about 4% of the expected total run-off for the current water year. The
remaining task is to estimate run-off for the unknown months to come.

Forecasting Future Months of the Water Year

The ability to forecast run-off accurately for future months depends on the information at hand.
Upon entering a new water year, there is very little information available, especially given the fact that data
from the previous water year is not relevant. There is potential information in the measurements of snow
pack but snow in the Sierra Nevada and southern Cascades only begins to accumulate in late winter and early
spring. The only factual information early in the water year is the current measure of run-off, which in the
fall is extremely low. Since the distribution of annual run-off really comprises two independent distributions,
it is virtually impossible to designate in which domain, dry or wet, the coming water year falls.

Each of these distributions has its own “normal” begging the question: which one should be
chosen for forecasting purposes? D-1485 states that when a forecast value is needed for the formulation it
should be based on the value for normal precipitation. We have shown that there is no "grand normal” for run-off.
(Usually the average or mean value is meant by this term); it is therefore very likely that there is no such thing
as a "grand normal” for precipitation. Precipitation data exhibits extreme variation, and because the physical
relationship between precipitation and run-off is not linear and is dependent on such parameters as
antecedent moisture in the soil, precipitation is probably not a good choice for basing a forecast.

The most prudent choice is to assume that the coming water year will be dry until there is
sufficient data to state otherwise. Assuming that the coming water year will be wet runs a 56% or higher
chance of being wrong, hardly a prudent assumption given the importance of obtaining a reliable supply
from the SWP. If the average for the dry group is chosen for the initial forecast there will be roughly a 25%
chance of over-estimating the subsequent run-off. Prudence would dictate that perhaps a 5% chance of such a
mistake would be tolerable. At a 5% chance the basis for the forecast would produce annual run-off in the
range of 7-8 MAF. In terms of the 4-river index; actual run-off would be 20% to 25% higher. In effect, a forecast



range this low would likely cause a suspension in SWP and CVP operations for the first few months of the new water
year, though some export might be possible if there is reservoir storage to support it in these early months.

How soon in the water year can it be stated with some confidence how the water year will play
out? October and November produce little to no excess run-off. The first month with the potential for large
run-off is December followed by an even more likely run-off in January, February, March, April, and May
when snow melt really begins in earnest (and possibly June) are the main run-off producers. Therefore, we
must look at the earliest run-off months for an indicator.

An investigation was begun to find early indicators to assess the likelihood of a dry or wet future
water year. We first examined whether the run-off of December alone would suffice. Our findings were
inconclusive. The same DWR data base from which the annual run-off data was used to generate the graph
in Figure 1, also contains the record of monthly run-offs which was used in this investigation. That was
inconclusive. We then examined the sum of December and January run-off, and we found that the sum of
December and January could reliably predict if the coming water year would be dry. A maximum threshold of 3.9
MAF for the sum would capture all but 2 of 55 dry years, which indicates a less than 5% chance of error. That
same threshold also falsely designated 6 of 43 wet years as dry. However, that error is not critical since the
unfolding water year could easily allow positive corrections in operations.

A scatter plot of the map of total annual run-off versus the sum of January and December run -
off is presented in Figure B-3 on the following page. Axes are drawn vertically at a value of 3.9 and
horizontally at the grand average of total run-off, creating four quadrants labeled dry winter-wet spring, wet
winter-wet spring, wet winter-dry spring, and dry winter-dry spring. Most of the data points are found in
either the dry winter-dry spring or wet winter-wet spring designations, which effectively constitute the dry
and wet groups used in our analysis. The lack of data points in the other two quadrants confirms that these
two groups are distinct. The figure also shows the few data points not in the populated quadrants,
demonstrating the low likelihood of error in using the 3.9 MAF locus as a decision basis for declaring a dry
winter-dry spring in the early part of the water year.

Figure B-3
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With further examination of the dry group distribution, we found a bounding locus that contains the entire
dry group set except for two points. The equation of this locus is:

RUN-OFF =2.877*DEC-JAN + 2.67
Where: RUN-OFF = minimum annual run-off, MAF
DEC-JAN = sum of December and January run-off, MAF
provided DEC-JAN is less than or equal to 3.9 MAF

This equation provides a minimum run-off for the dry group with only about a 5% chance of a
lower run-off. With this equation, prudent SWP operations can be devised for the months past January until
subsequent run-off data can supersede it. It may be possible to find additional bounding equations to guide
SWP operations, assuming December and January data are already known. This process may be repeated for
successive months and should converge on the actual run-off by the end of the run-off season.

The analyses above establish several constraints in developing prudent SWP operations:

1) No reliance can be placed on a previous water year's run-off in forecasting run-off for a given water
year.

2) If run-off through January for a given water year is low (less that 3.9 MATF) it is very likely that the
remainder of the water year will be low.

3) There is no meaningful value in referring to the grand average of the hydrologic record as “normal”.
The record indicates strongly that there are two distinct groups that cluster below and above the grand
average, each with its characteristic average or normal value.

4) The equation for calculating the Water Year Index is without merit; the same applies to its derivative,
Water Year Type.

POTENTIAL EFFECTS ON SWP OPERATIONS
Winter Pumping

Because low winter run-off through January indicates the very strong likelihood of a dry year
overall, winter pumping through January should be minimal if not altogether suspended until further run-off
data shows that pumping can be done without jeopardizing the reliability of future deliveries or threatening
Delta health. The prudent level of pumping from the Delta during such low periods of winter run-off remains
to be investigated.

Overall Project Yield

, Since dry years predominate the record, and no confident statement can be made at the
beginning of a water year concerning expected project yield, the project yield should be base-lined on the
amount that can be reliably exported given the expectation that the ensuing water year will be dry. This
Jfinding necessarily will lead to an export level that is much lower than the current value of 4.1 MAF. The project can
now be studied to determine the amounts of surplus water that can be safely delivered until winter run-off is
sufficient to conclude that the total water year will be wet. This implies that the safe level of export will be
continuously evaluated as the water year progresses.

Reservoir Operations

Because the designations of water year type are based on a calculated water year index which has
been shown to have no validity, all reservoir operations must be re-examined to determine prudent levels of release



and storage.
SWRCB Regulations and Constraints

Because so many of the regulations and constraints that have been promulgated by the SWRCB
are based on the flawed water year type, all such requlations and constraints must be re-visited.

Arve R. Sjovold graduated with a B.A. in Physics from the University of California, Berkeley
in 1956. For 41 years he specialized in operations research and systems analysis as a
Research Scientist. He retired in 1996 from Tecolote Research Inc. in Santa Barbara, CA as
Chief Cost Scientist
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